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Abstract

This paper investigates which policies CIS countries need to reform when they accede to GATT.
The objectives to be pursued through rade policy {(e.p. raising fiscal revenue, protecting industries,
regional integration) must be defined clearly when tariff levels are bound. Some streamlining {e.g.
tariffication of export quotas) is aliso required, The format of regional integration with Russia (free
trade area vs. customs unton with joint GATT membership) must not discriminare against GATT
contracting parties, and will be influenced by whether Russia is willing to export energy at its low
domestic price. Furthermore, systemic reforms need 1o be accelerated to dispel concerns about
discrimination against irnports, or hidden subsidies for exports,

Keywords: General Agreement on Tariffs and Trade; CIS couniries; Belarus; wade policy reform;
economic integration; systemic reform.

JEL Classification; F14, F15

Zusammenfassung

GATT-Mitgliedschaft und winschafispolitische Reformen in den GUS-Swtaaten: der Fail
WeiBiruBland, - Es wird untersucht, welche wirtschafispolitischen Reformen durch die angeswebte
GATT-Mitgliedschaft der GUS-Mitgliedslinder notwendig werden. Die Bindung von Zillen im
Rahmen des GATT setzt voraus, daff dic grundiegende Ausrichtung der Handelspolitik klarer
definient wird (Erziclung von Zolleinnahmen, Zollschutz, regionale Integration). Daneben sind
technische Anderungen wie die Tarifierung von Exportquoten erforderlich. Die handelspolitische
Integration mit RuBiand {entweder als Frethandelszone oder Zollunion mit gemeinsamer GATT-
Mitgliedschaft} darf keine Diskriminjerungen gegen GATT Vertragsparteien beinhaiten und hiingt
wesendich von der Bereitschaft RuBlands ab, seine Exportpreise fiir Energie auf das russische
Inlandsniveau abzusenken. SchlieBlich muB der wirtschaftliche EinfluB des Staates weiter
verringert werden, um den  Verdacht diskriminierender Behandlung von Importen oder
ungerechifertigter Subventionen fiir Exporte auszurdumen.



1. Introduction®

It is widely accepted that the integration of the Newly Independent States into the international
division of labour is an essential part of the process of economic ransformation and reform. Until
1991 there was a high degres of integration among the member republics of the former Soviet
Union, but little integration with the rest of the world. That isolation was a result, first, of the desire
of Soviet decision-makers to maximise the role of ceneral planning in the economy. Second, during
the Cold War barriers were erected to trade in strategic products, widely defined, by member
countries of both the North Atlantic and Warsaw Treaty Organisations. With the wansition to a
market economy, rade with the rest of the world can be expected o gain in importance relative to
trade among the Newly Independent States. At the same time, tade among the NIS will remain
important because of geographic proximity, similar demand structures, and cultural, infraseructural
and traditional supply links.

Successful iniegration into the international division of labour depends on market access in partner
counsries. The mukilateral trading systermn contained in the GATT has for several decades provided
a stable framework for maintaining and enhancing market access on a mutual basis. By obliging
govemnments to abide by a set of rules in the conduct of their trade policies, the GATT also acts as a
counterweight to the influence of special interest groups demanding proteciion through wade
policy. Acceding to the GATT is therefore an essental aspect of the integration of the NIS into the
world economy.

At the dme of writing, among the Newly Independent States, Russia, Uiu'éine, Belarus, Armenia,
and Moldova have formally applied to join the GA''L or Wi} Although negotiations in the
Working Parties representing GATT conmacting parties have not progressed very far, it is already
clear that key policies will frequently have 10 be reformed 10 achieve ct:.lnfonnity with GATT. This
paper discusses the case of Belarus, but the issues are similar, mutatis mutandis, for the remaining
countries. Section 2 gives an overview over the external rade of Belarus since 1992. Section 3
describes the trade and exchange rate regime in Belarus and points out which modifications are
required to eliminate inconsistencies with the GATT weaty. Section 4 discusses the policy options
for inwa-CI1S trade policy integration. Section 5 investigates in which areas of systemic reform

*  This paper draws on the author's participation in several research projects on the external tade regimes of Lthe
Newly Independent States, To a targe extent this paper is based on information provided orally or in the form of
internal working documents by research economists, academics, and govemment officials in Belarus and
elsewhere. Whilst every effort has been made to doublecheck information, changing circumstances and differen
perspectives of the persons contacted (as regards, for example, the letter of the law vs, current practice) may lead
10 inaccuracies. The author is graieful for any clarifications of corrections, and expresses his sincere gratiwde 10
the many people who have contributed to this paper by providing commens or inforiation. Discussions with
Daniel Gros and Rolf I. Langhammer have been particularly helpful. Nevertheless, the views expressed are solcly
the anthor's.

! Since the "old*, 1947 GATT is now superseded by the World Trade Organization, these countyies will have 1o join
the WTO directly. Apari {rom the “iraditional” GATT issues related 10 &ade in goods, accession o the WTO will
require negotiations in areas such as services and iniellectual property rights. These, however, are analysically
separate issnes and are not deakt within this paper.
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progress has been lacking to the extent of making it difficult for Belarus to fulfill its commitments
under the GATT. Section 6 discusses the applicability of the findings to other CIS counmies and
concludes.

2.~ External Trade of Belarus since 1992

The former Belorussian Socialist Soviet Republic gained its politcal independence in laie 1991,
becomning the Republic of Belarus. It has a population of approximately 10 million. Per capita
GDP, measured 2t purchasing power parity, is broadly comparabie o the Central Buropean
mansition economies according to the World Bank (1994, Table 30). Belarus may be characterized
as a small open economy, with significant net exponis of certain food products and particularly
c%piial goods (non-¢lectric and electric machinery, wansport equipment). Most externat mrade is
with the rest of the former Soviet Union. Belarus was the country most affected by the Chernobyl
nuclear accident. Several hundred thousand people have had o be reseuled from contaminated
areas, and a significant amount of agricultural land has been withdrawn from use.

The enalysis of the external tradc of Belarus is complicated by the limited accuracy of the available
data. The politcal disintegration of the former Soviet Union was followed by disintegration of the
rade and ronetary systems, rendering the raditfonal system of statistics less and less relevant. Ag
the same time, insufficient funding and lack of experience have held back the introduction of new
methodologies and procedures of data collection appropriate for an emerging market economy.

Tabie 1 juxtaposes the figures on external trade produced by Goskomnstat Belarus with the estimates
used by the National Bank in their balance of payments statistics, as well as adjustments (0 the laster
by the staff of the Internatonal Monetary Fund. Goskomstar data are based on information
collected from enierprises that paricipate in external wrade. The coverage and accuracy of these
data, however, have deteriorated significantly over the last couple of years as new trade channels
have opened up and many enterprises feel less compelled than in the past to report to Goskomstat.
Therefore the National Bank makes significant npward adjustments of these trade data when
producing the balance of payments, taking into account both foreign currency flows and customs
statistics,2

Tt may be concluded from the data in Table | that intra-CIS trade accounted for roughly two thirds
of the vatue of total exports and impors in 1993. This estimate is approximately mid-way between
the figures from the National Bank and the IMF, and is also consistent with the preliminary data for
the first half of 1994 from the National Bank. It is more difficult, however, to draw firm

2 The accuracy of data on tade with non-CIS countries can also be assessed on the basis of panmer counury
statistics. Belarusian expons 1o the EU as given by Goskomstat are only 49 per cent of the corresponding figure
from EU statistics; for Belarusian impors that share is 70 per cent. This comparison is of course subject W
considerasble uncenaioy: differcot systems of valuation (fob vs. cif), the conversion of national currencies first
inie Eco and then into US-8, and the difficuly of idemifying the country of onigin of goods imporied from the
former Soviel Union are all "legitimale” causes for the divergence. The much targer discrepancy for Belamusian
cxports also suggests, however, thal there have been significant illegal capital exporis or tax avoidance. Even the
balance of payments data from the Naticna) Bank in Table 1 may therefore understate the true value of trade.
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conclusions regarding the evolution of trade flows since 1992.3 Trade values with CIS countries
have been affected by a combination of high_inﬂatiqn and sharply deteriomtiﬁg terms of wade of
Belarus. While the recorded wading volumes (measared in physical quantities) of individual
comnodities have fallen sharply, the value of trade measured at corrent prices converted into
S dollars has only decreased moderatcly In any case, the balance of made has deteriorated
subsiantially from 1992 to 1993 in trade with both non- -CIS and CIS counies.

The terms of trade loss was mainly the result of the dramatic increase in import prices for energy
materials from Russia. The compression of many other categories of impions 10 pay even for a
reduced amount of energy resources has lead 1o a redireciion of Belarusian éxpons towards Russia.
The share of Russia in Belarusian trade with CIS countries is now approx,imatéljr 80 per cent
{Table 2). This comresponds to roughly one half of wtal exporis and imports if it is assumed that
CIS rade accounts for rwo thirds of total exports and iraports. Next in importance among trading
partners came the European Union (including its new members joining in 1995) with 12 per cent of
total expons and 17 per cent of total imports, Other significant trading partners were the Ukraine,
East and South-East European (former CMEA) economies, several developing countries and the
United States.

Table 3 describes the commodity composition of external trade with Russia, other CIS states,
non-CIS countries, and all three country groups together in 1993, Again it is assumed that CIS made
accounts for two thirds of the otal, and the impon and-export shares of Russia in intra-CIS rade
are taken from Goskomstat statistics. In interpreting these data it should be bome in mind that they
do not cover all trade and, furthermore, coverage may well 'vary across commodity groups.
Nevertheless it becomes clear that the commodity composition differs substantally across the three
COUNtTY ZTOUPS.

On the export side, chemical products are supplied mainly to non-CIS markets where they account
for almost one third of exports. These comprise mainty industrial chemicals and fertilizers, whick
are ejther highly standardized products of raw materials after only minor processing. By contrast,
the share of capital goods (machinery and transport equipment) in exports was more than one half
in the case of Russia and only slightly less for the other CIS republics, but less than one fifth in
Western markets. Apparently only a few product groups could stand up to the demands of the more
sophisticated Western arkets. Other commedity groups such as mineral products (refined
petroleum products), textiles, and base metals contribute significantly 1o exports to all three regions.
Textile exports o Western markets, however, consist largely of synthetic fibres while those to C1S
countries also include fabrics, knitwear, and apparel.

3 ‘This applies also to the share of wade in GDP which may be lovked upon as an indicalor of she apenness of the
Belarusian ecoromy. The data in Table 1 vary widely and seem cxiremely high compared with figures usnally
found in market economics. This may be due in part to the valuation of Belarusian GDP at the current exchange

“rate. Under curvent conditions, this procedure attaches an extremely low value to non-traded goods md services as
well as 10 transactions al controlled prices, which were #1ill sigoificani in Belarus unu! 1994
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Imports comprise mainly food products (from the West and “other” CIS countries), oil and gas
(Russia), chemical and pharmaceuntical products (non-CIS), base metals and mewal products
{predominandy “other" CIS}, snd machinery {predominantly non-CIS). Imports of the larer are
often facilitated by tied credits from Western governments, guaranteed by the Belarusian
government. Energy materials account for roughly two fifths of total imports.

In conirast to the Central European transition economies, there has been very little reorientation of
trade towards Western matkets, or structural change in the commodity composition of trade.® Such
reorientation would require manufacturing enterprises to make substantial invesuments in areas such
as product developrient, quality control, and marketing in order 10 adapt their products to Western
standards in terms of guality, design, reliable delivery, and so on. The climaie for such investment,
however, has been less than favourable. On the one hand, the pace of economic wansformation has
been slow compared with many other wansition economies (for a survey of deveiopments see
DIW ¢t al.). Macroeconomic instability, lack of stuctural adjustment, and the slow pace of
institutional reforrn have ied to considerable uncertainty regarding the long-term profitability of
investments. On the othet hand, the trade and exchange rate regime in force throughout much of
1992 and 1993 reduced the profitability of exports compared with domestic sales.

Agcession to the GATT/WTQ would give an impetus both to economic ransformation in general,
and to the reform of trade and exchange rate policy in particular. The influénce of the st in the
economy, which is still extensive, will need to be reduced further if the Belarusian government is to-
convince GATT contracting partics that the country is no longer a siate trading economy, and
shoiild therefore not be subject 1o the restrictions that this status involves. Furthermore, the
application of GATT rules will lead to greater transparency of the trade and exchange rate regime,
including the need to define clearly the objectives pursued throngh trade policy (Langhammer,
1994). The use of trade policy measures as instruiments of state support for induserial restructuring
will be limited {0 the protecton inherent in the level at which tariffs are bound at the time of
accession. GATT rules will also apply to trade policy integration within the CIS, which is high on
the agenda of the Belarusian governmeni because of the great weight of the CIS in the external
trade of Belams. Last but not least, the concenrration of non-CIS exports on a limited number of
products implies vulnerability to safeguard measwres by trading partners, and underlines the
importance of market access for Belarusian producers. These issues are discussed in tumn in the
following sections.

3. Trade Paolicy Reform

Insernational trade theory has demonsirated the equivalence of various trade and domestic policy
measures in achieving similar protectionist ends, such as tariffs or quotas on imports or exports, or
taxes on consumption or production (James Anderson, 1994). As the averriding objective of the

4 'This observation is confirmed by a dewiled analysis of all the available rrade data which is ot included in this
paper due to back of space (se€ Lilcke, 1993).
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GATT is 10 reduce made barriers in a muraally verifiable manner, it requires member countries to
obey certain rules in the formulation of their wade policies thar promote transparency and attach
siringent conditions to the erection of new wade barriers. This sections discusses the need for
change in the trade policy regime of Belarus to achieve conformity with GATT.

The following GATT rules have a particular bearing on the Belarusian case. In principle, the GATT
only allows barriers to rade in the form of tariffs on imports or exports. Quantitative restrictions
therefore have to be converted into tariffs, unless they are permissible under exceptional
circurnstances, for instance, on agricultural products {Anticle X1), Aniicle 1 provides for. the fixing
of maximum tariff levels (tanff binding) which cannot normally be altered unilaterally and are
reduced successively on a maultilateral basis. Rules on customs valuation (Article VII) and upper
limits on other charges (such as customs user fees; Article VIII) are intended to. prevé_nt contracting
pariies from circumventing their commitments on taniff reductions, Aricle I also,stipﬁlmes that
domestic taxes be neutral as to the origin of the goods taxed.

Belarus cumrently has an import tariff schedule with an average rate below 7 per cent (independent
of whether an unweighted or an import-weighted average is used; Table 4).3 The dispersion of
tariff rates across commuodities is also modest, with only some luxury items carrying rates as bigh as
50 percent (130 per cent for cerain alcoholic beverages). Regarding average rawes for larger
commodity groups, the highest rates are for consumer durables such as textiles at about 15 per cent.
1 seems safe 1o state that at the present ime there is no s_l:rdng industrial policy motivation behind
the import tariff, with the possible exception of the prbtect.ion of vodka praducers. Like in most
other countries, however, there is an escalating tariff structure so that the effective protection of
toanufacturing is higher than the nominal tariff rates seem to Suppose.

Apart from these Mc_iist Favoured Nation tariff rates, there are preferential rates for developing
counu-ié$ (haf the MFN tate) and least developed countries {zero rates).5 In addition, Belarus has
free trade agreements with the other CIS states providing for zero import tariffs (see Section 4). At
present Belarus does not have any specific provisions for imposing safeguard measures such as
antidomping or countervailing duties. As for non-tariff import barriers, there are licensing
requiremenis for a few chemical products, and an import ban for hazardous wastes which cannot be
processed in Belarus. Belarus also charges a small customs user fee on imports.

Om the export side, Belarus maintains tariffs as well as quota and licensing requirements for a
number of products, mostly raw materials and intermediate goods (Table 5). These controls are
intended 1o ensure that there is a sufficient supply of goods to the domestic market even when
domestic prices are regulated and below the world market level. Fhe tax level varies with the size
of the resource rent that the state is attempﬁng © capure; some of the highest rates are for mineral

The tariff structure is quite similar to that of Russia; see Section 4 below £or the state of (rade policy integtation
betwesn the two countries.

& Preferences for developing countries are covered by the Enabling Clanse agreed in the Tokyc Round (see Senti,
1986, p. 113),
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oil products at more than 30 per cent. They apply 10 exports 10 both non-CIS and CIS countries,
with the exception of Russia. A free rade area between the ewo couniries was implemented in May
1994 gs the first stage of the economic and monetary union as Yaid out in the spring 1994 treaty.
There are export subsidies in the form of profit 1ax reductions on profits from exports, and the
cancellation of the VAT on certain exports to Russia.

Reganding domestic taxes, imports from non-CIS countries into Belarus are currently subject to the
Valve Added Tax and excise taxes in addition to the import ariff. While technically the same rate
of VAT is used on imports and domestic goods, taxable value in the case of imports is not customs
value, but cusioms value plus the import raniff. Therefore ad-valorem taxes are effectively higher
for imports than for domestically produced goeds, In line with the country of destination principle,
non-CIS exports are normally exempted from VAT and excise taxes. By contrast, the country of
origin pririciple is apptied to VAT and excise taxes in trade with CIS countries, 1.e. Belarusian
exporis are taxed fike goods in the domestic market while imports are tax-free.

GATT membership of Belarus will require a decision on the precise form of trade poticy
integration with Russia and the remaining CIS countries. At present, the most likely prospect is for
free trade agreements with the individual states whose conformity with GATT Article XXTV would
need to be assured in each case (see Section 4 for a discussion of the policy options). It is plausible
to assurie, therefore, that Belarus will remain free to set its own external (as opposed to intra-
ljgéi_qr_lal}_ tariffs. Otherwise Belarus would have to accede fo the GATT jointly with the other
members of a customs union in which it participates.

Then a decision will need to be made on the levels at which Belarysian tariffs are to be bound. The
example of many developing countries as well as Slovenia demonstrates that tariffs might be bound
at a higher level than presently enforced. In this case, Belarus would not be obliged to cut its acrual
tariffs even further in a fuwure round of multilateral taziff reducdons, but would only have the
maximum permissible levels reduced. Furthermore, Belarus would be free to increase its tariffs up
1o the maximum (bound) levels, for example in pursuit of industrial policy objectives.”

With. respect to its barriers to exports, GATT conwacting parties may request that Belarus either
phase out iis quantitative restrictions and licensing requirements, or convert these into export
tariffs, which could then be bound. There may also have to adjustments of a technical nasure to

7 The attraction of wriff protection in the present situation is that it causes the cost of prolection 1o be bom by
consumers, raher than by the government budget. Given the serious budgetary sitmation of the Belarusian
government, Wis waditional Second-bess argumemt for infanu industry protection through tariffs becomes
relevanl. - Under Artcle XVII of the GATT, only developing countries may withdmw from previoos
commitments on tariff levels if there is no akemative way of providing protection 1o infant indusmries. The
industrial reswnciuring required in Belarus presents some problems which are not dissimilar from those faced by
many developing countries in their industriatization process. Nevertheless, the swatus of Belarus as an “cconomy in
transigion” has no legal meaning under the GATT (although i is explicitly mentioned, for example, in the recenily
initialed Parmership and Cooperation Agreement with the Europezn Union). if Belarus wishes not to forego the
chance 10 use tariffs a3 inswuments of industrial policy, it witl have (o bind 1ariffs a1 sufficiemly high levels to
allow some scope for futare incresses.
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some transit and customs user fees. Domestic taxes will have to based on customs value rather than
on customs value plus the import tariff (as at present). This problem may be resolved, without a
loss of tax revenue, by raising import tariffs accordingly before binding tariff rates in the process of
accesgion. :

4.  Regional Integration with CIS countties

It has been pointed out in the Tnrroduction that, in the medium run, the elimination of polivically
motivated barriers to East-West wade will reduce the tefative imponance of inter-state trade among
CIS countries compared to trade with the rest of the world, Nevertheless, inter-state trade presenily
accounts for a large proportion of total trade not only in Belarus (cf. Table 1), but also in all other
CIS countries except Russia. Considerable efforts have been made in the framework of the CiS, as
well as through bilateral and plurilateral agreements, to set up a customs union involving some or
all C1S countries. This section briefly describes the present state of inter-state economic relations,
and then discusses the potential benefits and costs of rade policy integration in the context of the
accession of Belarus to GATT.

Since 1992 the volume of inter-state trade has declined rapidly, due in large part to new obstacles to
inter-state deliveries of goods and payments. Many states imposed administrative barriers 1o certain
exports in order to mainmin a sufficient supply of goods to the domestic market, or to export in
exchange for convertble currency. In addition, Russia gradually increased the prices of it energy
exports to the CIS countries from early 1992 onwards. The net energy importers among the latrer
began o run up large twrade deficits which have since de facro been financed by Russia under
increasingly stringent conditions. The monetary systemns of the CIS countries were effectively
separated in mid-1992 when Russia forced all inter-siate payments to go through correspondent
accounts at the Central Bank of Russia whose balances were limited by the amount of credit that
Russia was willing 1o extend. This cumbersome procedure led to long delays in the execution of
payment orders. The resulting declire in trade has contributed significantly to the fal of indusmial
output and GDP in the CIS countries.8

Progress was made only slowly towards establishing the institutions required for conducting inter-
state trade in a market-oriented framework. By 1994, nearly all CIS states had inm.')dqud national
currencies, most of which were de facto convertible for current account transactions. A reasonably
efficient system of inter-statc payments now exists through correspondent accounts of commercial
banks. Credit from Russia to finance current account deficits is now denominated in US dollars,
and interest zates are fixed in relation to the Libor rate. Bilateral wade agreements among the CIS
and Ballic countries, which were initiaily concluded in order to balance bilateral irade flows and

£ It has been demonstrated that the decline in intra-C1S trade was partly exogenous in the sense that it was Far larger

than would have been expecicd given the decline in aggregate demand in the former Soviet Union {John
Anderson, 1993). ' ] '
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ensure sufficient supplies of straegic products by administrative means, are now mostly indicative
in character (see Section 5 for a mote detaited analysis with respect to Belarus).?

.Again.st.this backgfound, the motivations of the individual CIS countries to pursue (or not to
pursue) strategies of intra-CIS regional integration differ considerably, especially between Russia
and the remaining, smaller republics. Nevertheless, certain economic beaefits can be expected to
accrue broadly to all participating countries. Preventing further disintegration through new barriers
to made would avoid the resulting reallacation of faciors of prbdﬁcrion and the associated
adjus_lméht cost. If would also promote the openness of national markets and help to maintain a
competitive environment (Hine, 1994).

The tikely size of these effects depends on the future importance of inra-CIS in total trade, once
the reorientation of trade towards Western markets is completed. Gravity models have been used to
'explain’ the value of trade between pairs of countries as a function of their incomes, populations,
geographic distance, trade policies (e.g. common membership in a preferential trade arrangement),
or caltural factors (e.g. common language). Gros and Dautrebande (1992) have applied coefficient
estimates from several such studies to predict the long-run "normal” trade flows of the Newly
Independent States once they have fully adjusted to market economy conditions. According to their
calculations, the wade of Belarus with all former member republics of the Soviet Unjon combined
will be no meore than a quarter of total external rade, and trade with Russia no more than one tenth.
"Thls result is driven by the large weight accorded to the high GDP of Western Europe, which
dommates the influence of geographic and cultural proximity 1o the newly independent states.

Several considerations suggest, however, that these estimates indicate a lower bound for the futare
importance of Belarusian trade with CIS countries. First, national income in the former centraily
planned economies is notoriously difficolt to estimate, and Gros and Dautrebande have used a
conservative (i.e. low} figure. In the simulations, this procedure will lead to similarly conservative
estimates for trade with the CIS countries. Second, the legacy of Soviet history - isolation from
Western markets, a comimon business culture, similar consumer preferences - may well exert a
stronger influence than factors such as a common language. Third, the development of the transport
infrastructure may be path dependent; for example, Belarus would probably continue importing
natural gas from Russia through existing pipelines even if cheaper supplies were temporarily
available in the world market. In sum, the ¢conomic benefits of trade policy integraiion {or, rather,
of avoiding further disintegration) are probably significant, though not as large as the present intra-
CIS gade flows suggest. -

A second motivation for pursuing regional integration is particularly important from the point of
view of net energy importers in ihe CIS, such as Belarus. Russian export prices of energy materiats,
pasticularly natural gas, have increased much faster than Rassian domestic prices. This has not only

? The evolution of the policy environment for CIS rade, and panticularly the trade and payments system among the
CIS coumiries since 1992 have been exiensively described elsewhere (for instance, DIW et al.; IMF, 19943,
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led w balance of payments problems for net importing countries, but has also distorted the supply
of energy-intensive products by subsidizing Russian producers. The abolition of restrictions on
inera-C18 trade, which wouid have to include the elimination of Russian export taxes on energy,
ought to equalize prices across the C1S countries.

In view of its large balance of payments deficit due to higher import prices for energy, Belarus has
actively pursued regional integration with Russia.10 The first stage of the spring 1994 treaty on
Economic and Monetary Union between the two countries provides for the creation of a free trade
area in which no taxes of any kind should be levied on bilateral wade. It is difficuli w understand
why energy prices are apparently still lower in Russia than in Belarus. While transport costs may
play a limited role, a more likely explanation is monopolistic practices by Gazprom and other
Russian state enterprises, or continuing price controls in Russia which are not applied to inter-state
rrade. It remains (o be seen whether the Russian government is really willing to extend the benefit
of subsidized energy prices to Belarus, and whether it is in a posirion to put sufficient pressure on
energy exporters 10 make this happen.

A third motivation for CIS wade policy integration may be that it would create an enlarged
protected market for industries in the region. This touches upon the related issues of whether
integration should be in the form of a cusioms union or a free trade area, and whether trade policy
instruments should be used for purposes of industrial policy. In a free trade area, member countries
are free to conduct their external rade policies independently. Hence the amount of protection that
an industry enjoys outside its national market is limited by the preference margins in the other
regionat markets. If substantial protection is 1o be given to specific industries throughout the region,
a customs union with a common external trade policy is therefore required.

A customs union raises the question of how decisions on a common irade policy are taken when
one member (i.e. Russia) dominates the others by its sheer economic size, This problem has been
impossible to solve in the CIS framework because the smaller countries were not witling to give up
their policy-making autonomy on foreign trade. A customs vnion also raises the question of how
tariff revenue is to be shared among the member counuies, since & product that has entered one
member country of the union can, in principle at least, be moved across inaa-regional borders
without further customs charges. By contrast, a free wrade area requires customs centrols at the
internal borders, and a system of certificates of origin to identify goods produced in the region and
therefore subject to the preferential regime. Compared with a customs union, a frec trade area
would imply an increase in bureaucracy and the scope for corruption. On the other hand, the

¥ An alternative strategy might have involved Belarus charging Russia fully for the use of pipelines crossing
Belarosian lerritory, military installations etc., but paying world market prices for oil and gas imponed from
Russia. Although precise figures ane not available, it has been suggested thal applying simildr charges as Poland
would have creaicd an income to Belars equivalent 10 the potential gain from paying Russian domestic cnergy
prices. [t would also have made Belarus independent of supply cuts,-and of furure rises in Russian domestic
energy prices. This approach has not been choscn by the Belarusian government, however, and may have been
polisically infeasible because, on the Russian side, it would have involved sn addilional burden for the
government budget while providing exera income 10 energy £xponers.
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preferences of the individual countries for protecting particular indusiries are likely to differ, and a
free wrade area would aliow its members some autonomy in setiing their trade policies. "

In principle, tariffs may constitute a second-best instrument of industrial policy when government
budgets are tight, and subsidies 1o correct externalities directly cannot be financed. Some scepticism
is warranted, however, with respect o the use of tariff protection for purposes of industrial policy
in the CIS countries. First, it is not clear how sectors should be selected for support. Measuring the
external effects produced by a sectors, and weighing them against the cost of protection is
intrinsically difficult in swable economic conditions, and even more so in rapidly ansforming
economies. Second, by offering protection she government would become a targer for the lobbying
efforts of interest groups, and it is likely that political rather than economic criteria would
ttimately dominate decision-making on industrial policy (see Grossman and Helpman, 1994).

Since 1994 ar least, Belarus has more or less copied Russian forcign trade regulations and has
thereby maintained a de facto customs union, without formally giving up its sutonomy over foreign
trade, This has been feasible because Russian import tariffs, on the whole, have been low, and
conflicts of interest have not arisen, In the medium term, however, it is nol unlikely that industrial
interests may gain greater influence over Russian trade policy. In this case the industrial policy
priorities of Belarus will probably differ from Ruossia's, and a common wade policy will be
infeasible. Possibly for this reason, Belarus has also set up a system of issuing certificates of origin
for Belarasian poods, thereby preparing for a free wade area with diverging national rade policies.

Finally, any decision abour formal trade policy integration will be influenced also by political
considerations, Even if economic benefits are limited, participation in an integrasion scheme may
guarantee a stnall country like Belarus access to an important market that woold be insecure
otherwise. On the other hand, Russia's interest in forming a customs vnion with CIS counmies (in
spite of the loss of income if Russian domestic energy prices come o prevail throughout the region)
may flow from its desire to establish itseif as the dominant regional power, and to maintain control
over the external economic relatons of countties in the ‘near abroad”.’2

Aoe_essiqn 10 GATT will requite Belarus to clarify its approach to regional trade policy integrarion.
Article XXTV of the GATT permits the creation of customs unions or free trade areas comprising
the temitories of GATT conwracting parties. Any free trade area that includes GATT members as
well as non-members therefore requires a waiver (as laid down in Article XXV) with respect to the
provisions of Article XXTV. After a transition period, substantially all trade criginating in the
member countries must be free from tariffs and other trade barriers. Judging from current
intentions, this condition would probably be fulfilled by any futare trade agreement between
Belarus and Russia or other CIS countries.

3% For example, Russia might be interested in high tariffs on certain types of machinery, whereas Belarus depends on
imports of such machinery from OECD countries for the modernization of its manufaciuring industries.

12 The perceived loss of income would be reduced lo the extent that Russia feels compefied, for political reasons, 10
continue financieg a large proportion of the impons of the smaller CIS staies through soft credics.
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Problems may arise, however, if the members of a CIS trade integration scheme do not enter GATT
simultaneousky, or some do not enter at all. This seems likely at the present time because the CIS
countries are pursuing their GATT membership applications independently, and there is no obvious

. reason why these negotiations should come to conclusion at the same time. In particular, Russia has
tecently appeared to accord less importance 10 GATT membership than may have been the case
earlier. If Belarus intends to proceed towards GATT membership as fast as planned, and
simultaneously attaches high priority 1o integration with Russia in order to obuain lower import
prices for energy, it may indeed have to apply for a GATT waiver with respect 1o Article XXIV.

In view of the recent plans for a customs union invoiving Russia, Kazakhstan, and Belarus, it is
important to note that Belarus can only accede to GATT individually if it retains full autonomy
over its trade policy and all other GATT-related policy areas (Article XXXI). If a proper customs
union with joint decision-making on trade policy were actually implemented, it is difficult to sce
how Belarus could enter into any binding commitments vis-a-vis GATT contracting parties, and at
the same time abide by its obligations towards its partners in the custors union,

5.  Systemic Reform

The GATT treaty implicitly assumes that contracting parties are market economies where staie
rading is limited to a small number of enterprises, if it exists ar all. This exceptional case is dealt
with in Article XVIL which defines a state rading enterprise by the existence of exclusive or special
rights or privileges, rather than ownership. Asmicle XVII also states that the activities of state
trading enterprises may create obstacles to the expansion to wwade, and that sach obstacles should be
removed throngh negotiations on the basis of reciprocity, and in & mutually beneficial manner.

Although the wording of Article XVII is not very specific, concerns about pervasive state trading
have meant that centrally planned economies acceding to GATT were required to accept special
commitments on increasing imports from GATT coniracting parties (for example, Poland and
Romania in the 1960s and 1970s). At the same time, the exports of GATT members among the
centrally planned economies were subject to special safeguard mechanisms on the part of trading
partners. Similar issues are now coming up in the negotiations with economies in transidon where
the state still plays an important role in the economy. This section first explores the likely concemns
of GATT contracting parties, and then examines their relevance in the context of Belarus, 13

The presence of state wading enterprises can undermine the rights of GATT conwracting parties in
several ways, and verification of violations may be difficult. State trading enterprises may
disctiminate among ading partmers on other than commercial grounds (non-discrimination or most
favoured nation principle; Article I). Further, they may apply (prohibited) quantitative import
restrictions {Article X1}, or inToduce markups that exceed the level at which a country has bound
its import tariffs, Such practices will become less likely to the extent that de-monopolization and

1} See Low (1994), an which part of this section is based, far a detailed discussion.
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privatization are implemenied in the transition economies. The negotiations on the accession of
transition economies will probably focus on specific commitments with respect to the pace of such
reforms (as in the case of China), rather than setting targets for import expansion as in the past.

On the export side, there is a suspicion among GATT members that centrally planned economies
had a greater tendency than market economies to subsidize industries in ways that lacked
ransparency. This issue is related to state trading but does not bear direcily on Artcle XVII
Contracting parties therefore insisted on maintaining selective safeguard mechanisms that could
casily be applied 10 counter alleged sectoral targeting, or any subsidization of production or exports
implicit in an administered price regime. Such treatment, if applied to the economies in transition,
could jeopardize improvements in market access,

In Belarus the ransiormation of the economic systcm had progressed only slowly antil 1994 (see
DIW et al.}. State orders o emerprises still played a significant role for essential intermediate and
consumer products, although their scope had been reduced in relation to earlier years. Some prices
were still direcly conmolled, and practically all internal wade was subject to limits on profit
margins. Direct budgeiary subsidies to various sectors of the economy amounted to 14 per cent of
GDP in 1993, aind do not seem to have daclined in 1994. Directed credits from the National Bank to
enierprises through commercial banks also contained a large subsidy element because they were
granted at substantially negagive real interest rates. The privatization program had made very little
progress by the end of 1994.

Market-oriented reform can be expected o gain momentum dve to the agreement between the
Belarusian goﬁemmem and the IMF concluded in December 1994. Government expenditures,
especially subsidies 1 consumers and enterprises, are 1o be reduced subswnﬁaily, and the remaining
deficit will be financed by foreign aid and government borrowing in the domestic capital market,
rather than through central bank credit. Directed credit from the cenmal bank o enterprises will be
phased out, and the mfinancing rate for commercial banks will be positive in real terms, De-
monopolization and privatization, including wholesale and retail trade, are also high on the agenda.
If this program is fully implemented, it can be expected to go a long way towards allaying the
concerns of GATT contracting parties with respect 1o an excessive role of the state in the
Belarusian economy.

In the area of external trade, the Belarusian government has played a particularly important role in
wade with the CIS countries. The status of imports under the annal bilateral agreements concluded
with the CIS countries since 1992 merits some attention. Initially, the agreemenis explicitly set
quantities and prices for a core group of products, mostly raw maierials. These deliveries were
based on state orders to enterprises or, later on, government procurement from enterprises, and
were supposed to be free from trade taxes. Deliveries of other commodities were subject to
contracts between enterprises, but export licences would automatically be issued in fulfillment of
the agreed quotas. However, fuifillrent ratios for the bilateral agreerents tended to be erratic and,
on average, low. Many CIS governments were cither unable or unwilling to enforce state coniracts
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or, as in the case of Russia, abolished the system of state orders as pant of their systémic reform.
Correspondingly, wrade between enterprises became more important so that, overail, the tade of
Belarus with the CIS countries is now much more market-determined, and less bilateralized, than
only two years ago.

In 1994, wade agreements existed between Belarus and all CIS states except Georgia, plus
Lithuania and Latvia. Similar agreements are planned for 1995, The 1994 agreements delegate
responsibility for deliveries to certain government ministries or procurement agents (for instance,
the Ministry of Resources - the former Gossnab - in Belarus and Roskonirakt in Russia). Quotas are
not binding, and prices are to be negotiated for each individual defivery.!4 Deliveries under the
agreements are nol subject to import or export taxes, Table 6 gives an impression of the extent of
the commodity coverage of the 1994 and 1995 agreements. Not all major commodities are covered
by the agreements; one exception, for instance, is imports of natural gas from Russia into Belarus
which are handled directly by Gazprom in Russia and Beltransgaz in Belarus. The commodity
coverage differs considerably across countries. Agreements with Ukraine, Moldova, and
Kazakhstan are particularly desailed, while the number of commaodities covered in the agreements
with Russia (where economic reform hes progressed faster than elsewhere in the CIS) is
comparatively low. The number of tentative quotas for 1993 is lower than in 1994 for all countries
except Russia where the commodity coverage is already quise limited in the 1994 agreement.

Et seems safe to state that the agreements are tecday indicative rather than binding. It is not apparent
that enterprises are under pressure to participate in the agreements, or that they receive special
privileges in return for their participation. From their point of view, the main function of the
agreements is probably that they facilitate the marketing of output in the present, velatile, economic
and political situation of the CIS counties. To the extent that imports under the bilateral
agreements are distributed within Belarus by the Ministry of Resources, the planned de-
monopolization and privatization of wholesale trade can be expected to eliminate any monopolistic
elements that may be involved. In sum, it seems unlikely that inra-CIS trade would be very
dlffenem from what it is now in the absence of the bitateral agrecments.

The second major issue in relation 10 systemic reform is how market access or' Belarusian products
in GATT member countries would be affected by the persistence of -domestic subsidies, either
directly from the government budger or indirectly through a lack of financial discipline on the part
of Belarusian enterprises. In general terms, the implementation of the December 1994 agreement
between the Belarustan government and the Intemmational Monetary Fund should go a long way
towards climinating suspicions of dumping or improper subsidization, which might otherwise
provide 2 justificadon for anti-dumping or countervailing duties. It is useful, however, to review the
present rules for market access of Belarusian products in QOECD countries (the most important

4 For instance, the agreement beiween Russia and Belarvs for 1994 siipulaies only that for mosi deliveries
"coniract” prices are to be used, as opposed 1o prices fixed in government stanues or special mlor-cml:rprwe
agreements which are 10 be used only in exceptional cases.
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export markers of Belarus outside the CIS), and to examine some of the issues that may give rise to
concem.

The former Soviet Union was not a GATT contracting party. Hence the trade policies of partner
couniries were not subject to GATT discipline, for instance with respect to the non-discrimination
prirciple. As a result, the former Soviet Union faced both higher tariffs and more exeensive non-
tariff barricrs than other country groups. This situation improved somewhat when most major
GECD countries granted MFN status to the CIS countries in 1992 and 1993 and frequently included
them. in the General System of Preferences that had previously benefited almost exclusively
developing countries.lS

In the case of the European Union, the most important trading partner of Belarus in the West, GSP
treatnent has so far been granted by the EU on a provisional basis. Nevertheless, average EU tariffs
on total imports from the CIS, including Belarus, are still higher than for other important third
couiiries with more generous preference schemes, for instance EFTA, ACP, Visegrad countries
(Europe Agreements), and Baltic countries (Free Trade Agreements). MEN and GSP treaiment wil
become permanent under the recently initialed Partmership and Cooperation Agreement, which also
provii:ics for the application of GATT rules on safegeard measures.

As mgaﬁs Belarusian exports, concerns of partner governments are likely to centre around the lack
of financial discipline, or soft budget constraints, on the part of enterprises. This is epitomized by
the fact thiat so far not a single enterprise in Belarus has been aliowed 1o go bankrupt, Soft budger
constraints might allow insolvent enterprises to produce and expont quite independently of costs,
and still remain in business with the help of subsidies. Besides, state wading organizations still
account for a significant share of Belarusian exports. In practice, however, their role scems 0 be
iimited to certain importani raw materials, such as fertilizer.s There is no indication that
enierprises are not free to use alicmative exporni channels, or to set up their own, if they wish.

In the negotiations on accession to GATT, commitments might therefore be requested of the
Belarusian government {possibly in line with its December 1994 agreement with the IMF) on the
elimination of direct and indirect subsidies, and on a more rapid pace of privatizaton. On the basis
of the Uruguay Round Agreement on Agriculture, Belarus may also be asked to declare and bind its
support to the agricultural sector. As a side effect of the likely emphasis of GATT conracting
parties on subsidy reductions, Belarus may find it difficult in the fuwre to employ export or
production subsidies for the purpose of industrial policy (such a strategy was pursued by the newly
ihdusirializing countries in Asia in the 19603 and }970s). Exports could become subject 1o
safeguard measures, unless subsidies were strictly focussed on correcting externalities, and avoided
any semblance of sectoral targeting.

% A gesailed description of the changes in OECD country ade policies towards the CIS countries is provided by
Kaminski and Yeats (1993),

16 An anti-dumping measure was imposed by the EU Commission in 1992 against import of powash fertilizer from
Belarus (KEG, 1993).
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6. Conclusions

Accession 0 GATT would have a significant impact upon current economic policy in Belarus by
obliging the government to enter inte binding commitents in key areas. At the most general level,
systemnic reform will have to be acceterated in order to convince partmer countries that Belarus is
finnly progressing towards a market economy, and should therefore not be subjected to the special
conditions and discriminatory treatment formerly reserved for centrally planned (state trading)
economies. In particular, internal trade at the wholesale and retail level needs to be de-monopolized
and privatized in order to permit verificasion of commiwnents on import barriers. Financial
discipline on the part of enterprises needs to be trightened to dispel fears of dumping, and subsidies
need to cut in order to avoid charges of domestic industries being granted unfair advaniages.

In negotiations on accession to GATT, Belarus will also be requested 1o make commimments, such
as binding its import and export tariff levels, that will limit its future awtonomy ia the field of trade
policy. It will be important, therefore, to define clearly the objectives 1o be pursued, such as
granting protection to infant industries, or raising fiscal revenue, Care will have to be raken to
ensure that regional integration with other CIS countries, especially Russia, is GATT-consistent. In
the short-run, integration will be particularly atractive for Belarus if it enables the counay 1o
benefit from substantially lower import prices for energy than at present. Ik is doubtful, however,
whether it would be in the long-term interest of Belarus o remain dependent on production
technologies which are excessively energy-intensive by the standard of world market prices.

On balance, it may be stated that accession 10 GATT can provide a focal point for policy decisions
that would have o be taken at any rate sooner or later, but now have 10 be dealt with
simultaneously and under scrutiny from parmer governments. This is likely 1o enhance the
consistency of the decisions ultimately waken, and the suppont of partner governments in the form of
acceptance into GATT can strengthen the credibility of the policies concerned.

Since Belarus (like the other CIS countries) has already obtained most favoured nation status and
GSP treatment from the OECD countries, its immediate gains from GATT membership in terms of
enhanced market access will be limited. Belarus may become less vuinerable, however, to
safeguard measures taken by its wrading partners on the grounds of alleged dumping or unfair
subsidies. On the other hand, if Belarus failed to accede 10 GATT and make the necessary
commiirnents to systemic reform, the concessions made so far by trading partners on a pretiminary
basis might not be permanent, and the ade policy status of Befarus could revert back to that of a
centrally planned economy.

Many of these conclusion should also apply o most other CIS countries. The importance of
maintaining market access in GATT member countries obviously depends on the relative weights
of intra-CIS and other trade, as well as on the policies of natural trading partners such as large
neighboting countries (for instance, kran and Turkey in the case of the southern repubiics). Other
problems, however, will be broadly similar, such as the need 10 formulate wade policy in
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accordance with well-defined objectives, or to clarify the form of regional integration with Russia
and the remaining CIS countries.
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Table 1 - External Trade of Belarus by Data Source, 1992-1994 (mil US-$)

Exporis Tmaports
1992 1993 1994 1992 1953 19%4
{1t hall} {1st half
Gaskomsizn tade data by
countries and commaodities
Noa-CIS countries 1061 715 398 751 47 265
CIS countries® 1262 1002 494 8365 1142 51
Total 2323 1717 .74 1616 1889 836
Balance of payments dala
{National Bank)
Non-CIS couniries 1082 838 477 9 996 539
CIS countries? 1681 1206 691 1845 1613 918
Toal 2763 2044 1i68 2638 2600 1457
Balance of paymenis data (IMF}
Non-<CIS countries 1082 838 na. 741 9946 n.a.
CIS countries® 2489 2108 na 2462 2303 na
Total 357N 2946 na. 3203 3299 n.a.
Memorandum items:
Share of Ci$ in ol wrade
{per cent)
Goskomsiat 543 58.4 55.4 535 60.5 68.3
Naviconal Bank a0.8 59.0 5.1 69.9 618 63.0
MF 69.7 716 na. 769 69.8 n.a.
Share of trade in GDP-
" {converied at the current ex-
change raie (per cent)) ) =
Goskomstat 574 41.7 na. 40.0 45.% na.
National Bank 68.3 486 na. 632 63.4 n.a.
IMF 88.3 76 na 9.2 80.1 n.a.
A0riginal data are in Belarusisn (IMF: Russian) rubcls, These have been converied at the following
exchange rates (RubyUS-$): 1992 - 226 (152); 1993 - 2688 (932); first haf of 1994 - 15215 {-). Inma-C!S
trade includes Bahic countries in 1992 and 1993.

Sources: Unpublished working documents of Goskomstat Belarus, the National Bank of Belarus,
and the International Monetary Fund; own calculaticns.
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Table 2 - Direction of Belarusian External Trade, 1993

Exports Imports
(per conof CIS/ | (percentofiotal | {percentof CIS/ | {per cent of 101al
0on-CIS wrade) rade)d #on-C1S irade) rade)?
Non-CIS countries 1060.0 333 100.0 3.3
EU{12) 300 100 430 14.3
of which:
France 1.1 04 42 14
Germany 138 46 219 8.0
laly a6 1.2 23 03§
NMetherlands 36 1.2 29 10
United Kingdom 4.1 14 5.7 19
EU-new members? S5 1.9 65 22
of which:
Ausimia 18 13 5.2 1.7
East and South East EuropeC 20.8 6.8 14,2 47
of which:
Poland 120 4.0 76 15
Oxher Europe 6.7 2.2 105 38
of which:
Switzerland 3.7 12 7.1 24
Developing countriesd 286 95 19.7 36
of which:
Brazil 53 1.8 12 04
China PR, 1.9 i3 25 0.8
Taiwan 3.3 1.1 14 ] 0.0
Tuskey 43 14 3.1 J1.0
Least developed countries® LX) 03 1.0 0.3
Rest of Warld 1.6 25 13.0 4.3
of which:
usa 55 18 11.6 39
CIS and Baltic countries: 100.0 66.7 1045 66.7
Russia 9.2 46.2 76.9 51.3
Ulkarging 158 15 11.9 19
Baltic states 4.0 27 22 1.5
Caucasian republics and LY H 2.7 1.3 09
Muoidova
kKazakhstan 44 24 6.2 4.1
Other Central Asian repoblics 26 1.7 1.5 1.0

Fhe share of CI$ counwies in total wrade has been set at 66.7 per cent, - bAustria, Finland. Sweden, - SFormer
CMEA members. - 9According 1o Appendix 2 of the Impon Tariff Schedule {except fommer Yugoslavia), -

©according to Appendix 3 of the Impor TarilT schedulc,

Source: Goskomstat Belarus; own calculations.




Table 3 - Belarus: Commaodity Composition of Trade with Russia, other CIS and Third Countries, 1993 (per cent of trade with cach;bounu'y group)

Chapters of Harmonized System Exports to Impons from
Non-CIS Russia other CIS and All Non-CIS Russia other CIS and All
countries Baltic couniries  countries | countries Baltic countries  copniries

1 Live Animals; animal prodocis 1.5 55 0.5 31 o1 02 0.1 02
n Vegetable products 0.7 0.1 0.1 0.3 18.1 a1 282 10.1
m Animal or vegetable fats and oils 0.1 0.0 0.0 0.0 26 o1 1.1 : 1.1
v Prepared foodstuffs 1.3 1.6 123 37 12.0 0.8 %1 58
A Mineral products 116 38 11.1 79 38 70.7 6.8 386
VI Chemical produces 324 3.5 13 126 18.1 21 1.7 7.4
¥II  Plasacs, rubber, and articles thepeof 2.8 04 5.0 22 37 a7 0.5 32
VIl Leather and articles thersof 8.7 1.6 1.8 13 0.2 03 2.3 0.6
X Wood and articles of wood 2.0 0.1 20 1.1 0.1 0.1 0.0 0.1
X Pulp, paper and paper products 0.2 i1 1.1 0.8 0.3 0.7 0.3 0.6
X1 Textiles and textile articles 12.8 A1 t5.9 159 3.6 1.7 13 32
Xl Foolwear, headgear and accessories 0.3 09 0.6 0.7 0.8 02 L1 05
XHI  Siwone, clay, and glass products 04 0.6 1.7 0.8 0.4 0.5 4.0 1.0
XIV  Pears, precious meinls and siones 1.8 0.0 0.0 0.6 0.2 0.0 0.0 01
XV Base metals and metal products 1.7 3.9 4.9 54 36 121 26.8 1t.5
XV Machinery and equipment; slecoical

goods 7.2 211 12,0 15.0 .7 64 123 14.4
XVIL Vehicies and other ransport equipment 114 354 256 25.4 24 03 [1X] 1l
XVII  Instuments and apparatus 1.9 0.9 0.7 1.2 1.7 0.0 0.0 0.6
i
XIX Arms and ammunition 14 0.0 0.0 0.3 0.0 0.0 0.0 0.6
XX Misceflancous manufaciured articles 1.7 L5 16 1.6 03 0.0 0.0 0.1
XXI  Works of an and antiques 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

All products (pers cent of to1al trade

with all three couniry groups)® 333 46,2 205 100.0 333 513 154 100.0

#The share of Non-CIS in total rade has been set at 33.3 per cenl. The share of Russia in the intra-CI1S trade of Belarus has been set at 69.2 per cent of exports and 76.9
per cent of imports in accordance with Goskomsiat.

Source: Unpubtished working decuments of Goskomstat Belarus; own calculations.
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Table 4 - Belarus: Import Tarifl by Commaodity Groups, 1994

Product code? {harmonized system) Tmport taniff sate (per cent) 1993
Spread Un- 1993 imports
weighted | impors- | (percent
mean weighted of total
mean impors})
i Live Animals; animal products 0-30 Lo 8.2 0.1
i Vegetable products 0-15 19 ] i8.1
10 Cereals 0 0 0 130
10 Wheat and meslin i} 0 i 59
1003 Barley 0 ¢ [} 1.8
1005 Maize or com 0 0 0 53
12 Oil seeds and oleaginous fruits; miscellansous '
grains, seeds and fruiv; industriad or medical
planis;
straw and fodder 0 0 0 43
1208 Flours and meals of ¢il seeds or oleagineus fruits 0 0 0 4.1
(excl. musuard})
11} Anima) or vegetable fats and oils 0-5 0.3 0 26
15 Animal or vegetable lats and oils and their cleavage
products; prepared edible fats; animal or vegetable
WAKReS 0-5 0.3 o 6
1$12 Sunflower-seed, safllower 0r cotton-seed oil and
fractions thereof; whether or not refined, bul not
chemically maodified 0 0 0 1.3
1515 Fixed vegeable fats and oiis, incl. jojoba oil, and
their fractions, whether or nol refined, but not
chemically modified {excl. soya-bean, ground-nul,
alive, palm, sunflower-sced, saffiower, cotton-
seed, coconut, pal kernel, babassu, rape, colza and
mustard oil L] 0 0- 12
v Prepared foodstuffs 6-150 58 1.2 12.0
17 Sugars and sugar ¢confectionery 0-5 05 0.0 94~
17 Cang or beet supar and chemically purc sucrose, in
salid form ] L] i) 8.6
20 Preparations of vegetables, fruits, nus or sther parts
of planis
0 g 0 1.7
¥ Mineral products 0-5 08 - 10 a8
7 Mineral fucls, mincral oils and products of theis
distillation: bitumineus substances; mineral
waxes - i 1 1 38
2710 Petroleum oils and oils obtained from bituminous
minerals {exc). crude); preparations containing
» = (b by weigh of petrolenm oils or of gils
obtained from Bituminous mincrals, these oibs
being the basic constinents of 1the preparation
NES 1 1 1 27
Vi Chemical products {25 58 24 18.1
9 Organic chemicals 5] 43 48 6.5
2905 Agyclic alcohol and their halogenated, sulphonated, :
nitrated ornirosated derivatives 1-5 48 438 L3
2931 Organo-inorganic compounds NES 5 5 5 33
30 Pharmacewical products 4] 0 0 4.6
3004 Medicaments consisting of mixed or unmixed
producis for therapentic or prophylactic uses, in
measured doses or pul up for rewail sale (excl.
goods of headings 3002, 2005 or 3006} 0 [ 0 - 44




Tabie 4 continued

Product code® (harmanized system} Impor taniff rate {per cent} 1993
Spread Un- 1993 imports
weighted | impors- | (pet cent
mean weighied of wal
mean imporis)
kY Tanning or dyeing extracts; 1annins and their
derivatives; dycs, pigments and other colouring
master; paints and vamishes; puity and other
mastics; inks 0-5 38 21 1.3
k] Miscellaneous chemical products 0-5 39 1.0 4.9
3808 Inseclicides, odenticides, fungicides, herbicides,
gennination inbibitors and plant-growth
regulators, disinfectants and similar producis, pul
up for retail sale or as preparations or atticles, e.g.
sulphur-reated band, wicks and camdles, and ity-
papers 0 00 0 3.5
v Plastics, rubber, and articles thereof 0-18 52 29 3.7
39 Plastics and plastic products 0-15 6.1 5.1 1.5
40 Rubber and articles thereof 0.18 4.3 1.4 22
4001 Naieral rybber, balma, gutta-percha, guayule, chicte
and simiar natural gums, in primary forms of in
plates, sheets of strip 0 0 0 1.6
il Leather and articles thereof 0.20 5.6 7.1 6.2
X Wood and articles of wood 15 9.8 15 o1
X Pulp, paper and paper producis 315 10.7 131 0.5
X1 Textiles and textile articles G306 19 16.2 36
62 Articles of apparel and clothing accessories, not
knitted or crocheted 15 i4.1 149 1.4
xn Footwear, headgear and accessories 0-20 14.6 135 08
xm Stone, clay, and glass products 0-20 4.2 14.3 0.4
iy Pearls, precious metals and stones 50 50 =0 0.z
XV Base metals and metal products 0-15 4.4 4.5 346
73 Articles of iron or stee] -5 48 5.0 25
T308 Structures and pans of siruclures “for example,
bridges and bridge-sections, lock-gates, towers,
lattice masis, roofs, roofing frameworks, doors and
windows and their frames and thresholds for doors,
shugters, balustrades, pillars and col ", of ison
or steel; plaies, rods, angles, shapes, sections,
mbes and the like, prepared for use in strugiures,
of iron or sieel {excl, prefabricated buildings of
heading No. 9406} 5 5 5 1.7
XVl Machinery and equipment; electrical goods 6-25 51 31 21.7
84 Muclear reactors, boilers, machinery and
mechanical appliances; parts therenf 0-15 35 26 227
8424590  Pants of fire extinguishers, spray guns and simijar
appliances, steam or sand blasring machines and
similar jet projecting machincs and machinery and
apparaws for projecting, dispersing o spraying
tiquids or powder NES 5 3 5 11
8433 Moving, grading, levelling, scraping, excavaling,
tamping, compacting, extracting or horing
machinery, for earth, minerals or ores; pite-drivers
and pile-exwactors; snow-ploughs and snow-
blowers (excl. those momied on railway wagons,
motor vehicle chagsis of lotries, self-propelled
machinery of heading No. 8429, tifting, handling,
Loading or unloading machinery of heading
Mos. 8425 10 8428and hand-operated 1ools) -5 3 3 18




Table 4 continued

Product code® (hammonized sysiem) Impon tariff rate (per cent}

Spread Un- 1993
weighted { imports -
mean weighied

mean

1993

imporis
{per cent
of toal

imports)

8438 Machinery, nod specified or included elsewhers in
this chapter, for the industrisl preparation or
manifaceure of food or drink (other than
machinery for the extraction or preparation of
animal or fixed vegetable fats or oils 0 0 4]

8451 Machinery (exch. of heading 8450) for washing,
cleaning, wringing, drying, ironing, pressing incl.
fusing presses, bleaching, dycing, dressing,
finishing, coaling or impregnating texlile yarns,
fabrics or made-up textile articles and for applying
paste to the base Fabric or other suppon used in Lhe
manufacture of floor coverings like linatewm;
machines for reeling, unreeling, foldings, cutting
or pinking textile fabrics 2 2 2

8452 Scwing machines other than book-sewing machines
of beading No. 8440, furnityre, bases and covers
specially designed for sewing machines; sewing
machine needles 2-15 5.7 2

8460 Machine-tools for deburring, sharpening, grinding,
honing, lapping. polishing or otherwise finishing
meal, siniered meal carbides or cermets by
means of grinding siones, abrasives or polishing
products {excl. gear cutting, gear grinding or gear
finishing machines of heading No. 846t and
machines for working in the hand)

847989 Machines and mechanical appliances NES

85 Electrical machinery and equipmemnt and parts
thereof; sound recorders and reproducers,
television image and sound recorders and
reprogucers, and parts and accessones of such
anticles 025 - 6.3 52

wvn Vekicks and other transport equipment 0-25 6.5 3.7

87 Vehickes other than railway or ramway rolling-
stock, and pars and accessories thereof 0-25 4.7 38

§708 Paris and accessories for tracwors, motor vehicles for
the wansport of ten or MOre perscns, Motor cars
an other motor vehicles principally designed for
the transport of person, motor vehicles for the
transport of goods and special purpose motor
vehicles of
heading Nos. 8701 w 8705, NES o 0 Q

XVl  Instroments and apparatus 0-30 10.5 29

o) Oplical, Photographic, cinematographic, measuring,
checking, precision, medical or surgical
instruments and apparatus; parts end accessories
thereof 0-25 42 13

X Arms and ammuanition 15 15 ]

XX Misceltaneous manufactured articles 0-50 135 14.7

XXI Works of art and antiques 1] 0 ]

All preducts 0-150 6.4 52

[T
[N,
b LR

2Commodity groups are listed if they account for at least 1 per cent of 1993 aon-CIS imporis.

4.0

21

50

23

L6
17

L6
0.0
0.3
0.0

108.0

Source:  Courcil of Minister, Decree No. 298, 29 April 1994; Goskomsiat Belarus; own calculatons.




Tabie 5 - Belarus: Commodity Coverage of Export Tax, Quota and Licensing Requirements
Commodity code (harmonized system) o At least one sub-category affecied by Memo:
export  laxrae? | quota licensing by percentage
tax (approxi: Commisionof |~ Commines for Ministry of share in
mate: per Council of Precious Metals | Forcign Economic | 15993 non-
cent) Minisiers for the and Minerals at Relations in CIS exporis
Licensing of the Council of conjunclion with
Foreign Trade Minister Minisery for
Operations National Re-
sources/Minsprav

1)) Live animals x 0.1
02 Meat and edible meat offal x 00
0 Fish and crustaceans, molluscs and other aquatic

invertebrates x x 0.0
4 Drairy producs of animal osigin, not elsewhere

specified or included x 1.0
05 Products of animal origin not elsewhere specified oe

included x 04
10 Cerzals X X 0.0
12 Ol seeds and oleaginous Fuits; miscellaneous grains,

seeds and fruit; indusmial or medical plants; straw and

fodder x x 0.1
13 Lacs; gums, resins and other vegetable saps and

extracts 0.0
16 Preparations of meat, fish or crustaccans, molluscs or

other aquatic invertebrates x X 0.0
17 Sugars and sugar confectionery X 0.1
23 Beverages, spirits and vinagar X 00
25 Salt; sulphur; eanhs and sicee; plastering material,

lime and cement X 04
26 Ores, slag and ash x X x 0.0
27 Minerul fuels, mineral oils and products of their

distillation; bituminous substance; minesal waxes X up to 37 % X 1L3




Table 5 contiaued
Commiedity code (harmonized system) At least one sub-category affecied by Memo:
expori  laxmied | quota licensing by percentage
1ax (approxi- Commision of Committee for Ministry of share in
mals; per Council of Precious Metals } Foreign Economic | 1993 non-
cent) Ministess (or the | and Minerals al Retations in CI§ exports
Licensing of the Council of conjunciion with
Foreign Trade Minister Ministry for
Operations National Re-
sources/Minsprav

28 Inorganic chemicals: organic or inorganic compounds

of precious metals, of rare-carth metals, of

radicaciive elements or of isotopes x X 1.3
29 Organic chemicals X upto S x 49
30 Pharmaceulical products x X x 0.0
n Fenilizers x up o9 z % 258
34 Soaps, organic surface-active agenis, washing

preparations. lubricating preparations, artificial

waxes, prepared waxes, shoe polish, scouring powder

and the like, candles and similar prodocts, modelling

pasees, dental wax and plasier-based dental

preparations X 00
ki Plastics and plastic producis x L8
40 Rubber and anicles theseof X 1.1
41 Hides and sking {other than furskins) and leather x % 0.7
4 Wood and articles of wood; wood charcoal X x x X 2.0
47 Pulp of wood ar of other fibrovs cellulosic material;

wasle and scrap of paper or paperboard X x 0.0
K Natural or caltured pearls, precions or semi-precions

stene, precioas metals, metals clad with precions

metal, and articles thereof; imiwation jewellery; coin % 1.8
72 Iron and Siesl X i ] 6.8 .
73 Articles of iron or sieel x 04
74 Copper and articles thercof X ) x 0.1




Table 5 continued

Commodity code tharmonized system) ) At least one sub-caiegory affected by Memo:
exporl.  taxrae? | quota licensing by percentage
tax (approxi- Commision of Commitiee for Ministry of share in
mate; pet Councit of Precious Metals | Foreign Economic | 1993 non-
cent) Ministers for the and Minerals aL Relations in CES expors
Licensing of the Council of conjunction with
Foreign Trade Minister Ministry for
Operations Mational Re-
sourcesfMinsprav
75 Nickel and articles tereof x X x 2.2
% Alminiurn and articles thereof X X b3 0.3
78 Lead and articles thereof x X X 00
™ Zin and articles thereof x x x 0.0
80 Tin and articles Lthereof x x X 0.0
81 Other base metals; cermets; anticles thereof X X x 00

metal; pans thereof of base metal x 0.0
Elecirical machinery and equipment and paris
thercof; sound recorders and reproducers, television
image and sound recorders and reproducers, and paris

82 Tools, implemenis, cutlery, spoons and forks, of base
85

and accessories of such articles % 2.2
88 Afrcraft, spacecraft, and parts thereof X 0.0
89 Ships, boals and Floating structures x 0.1

%0 Optical, photographic, cinematographic, measuring,
checking, precision, medical or surgical instruments

and apparatus; parts and accessories thereof X 0.4
2 Clocks and waiches and parts thereof x 1.5
93 Arms and ammorivion; parts and accessories thergol X 14
8% Miscellaneons manufactured articles : x 0.0
All other prodacts . 357

8an estimate is given only if the export tax affects commodity groups which acconni for al leass 1 per cent of 1993 non-C1S exports.

Source: Council of Ministers, Decree No. 301, 29 April 1994; Decree No. 344, 25 May 1993, as amended by Decree No. 301, 29 April 1994; Goskomstat
Belarus; own calculations.



Table 6 - Betarus: Commodity Coverage of Bilateral Trade Agreements with CIS and Balic Counnries, 1994-1995

(number of commodities)?
EXPORTS
al) CI5 and
Baltic Russia Uknine | Moldova | Azerny) kh
LoulLries

(1} Energy macsrials 1984 quota 9 2 ] | |
1595 quota é 6 & a 1}
quola ncneade 2 | 4] i} q
quola decreass 3 Q G Q ¢
{3 Mesollugy 1994 queta 1i 2 7 4 4 3 2
1995 quola 3 1 3 2 2 2 2
quots increase 0 0 1 o o 0 B
yuota decrense 1 1] 0 ¢ 1 0 13
®  Chemical indusiry 199 gnota 3 14 21 § 8 H 10
1995 quata 2% 17 14 8 4 1 7
ooty nerse ¢ k] K o 1} 0 2
quala decregie ] 2 3 3 1 (] 2
@) Capial goods 1994 quota 51 3 17 1% 17 4. 19
1995 qocta 35 5 18 13 1€ 12 15
queia inerease 8 1 1 0 0 [ 3
quois decrease 14 Q 5 | rd 2 2
(% Wood, wood prodicts, papes 1984 quots 1 ] 7 4 3 5
1995 quota 1} 7 5 4 0 k]
quold IncTeaKs 4 ] 1 L1} q 2
quala decrease 4 G 1 0 & 1
{6) Phamnaceuizab 1994 quow 4 4 i i Q
1995 quota § o 0 i 2
quota increase ] L] 0 o ]
quote deerease 2 0 @ 0 o

(M Buikiing materialy 1984 quota 13 L] 3 1

1945 quota a ] 1] a

quola increase g 0 0 ¢

quola decrease L] 4] 0 1]
&) Light indumzy 1994 quota 17 9 i 12 1 H &
1995 quoa 9 1 3 s 1 § 5
quota incresse ] 4] 1} 1 ¢ ¢ 1]
oot decrease ] ¢ o 0 ¢ G ¢
®  Agriculre, food products 1994 quota 17 5 | 5 -5 b1 5
1995 quow. 4 3 o 2 4 3 2
quols increass 1 [ o 1 4] 0 L
quois decrens ] 0 0 o 1 0 o
{0)  Coaswaer durahles 1964 gquota 21 2 G 14 3 4 n
1995 quata 12 1 4 [ H 2 &
quota increase 3 a 1] 4] 4 o L
quota decrease 9 0 1] 2 1 3 4
TOTAL 1994 guon 194 P2 78 ™ 4 36 39
1995 quots 118 EL 54 43 33 n 44
quits meTeass » 5 L] 3 o 0 8
quota decrease 45 2 8 T 3 1 9




Table 6 continued

EXPORTS

Tadeshiki. gk 2o | Uibaki

Lithuania

Larvia

)

2

3

)

)

®

@)

©

)

Energy mazrials

Metallurgy

Chemical tndusiry

Capital goods

Wood, weod products, paper

Premnaceoticals

Building materials

Light indusiry

Agricufiure, [ood products

Conswrmer dusables

199 quoca
1995 quota
focia merease
quoLy Jecrase

19 quois
195 quota
quola increxse
quota decrease
1994 quena
1695 quets
QUGD Theinase
quoLa decrease

1994 quota
1995 quota
GUeia increase
quroa decreaze

1994 qooda
1995 quols
quotn incTease
quata decrense
1994 quata
1995 quoia
quols mcmase
quata decrease

19 quets
1995 quata
JUOLA LOCTERRE

quota decreme

19M quota
199 quows
quOLE CTEAPY
quota decrense
194 guota
1995 quota
oL merease
quoia decreasc

1994 quota
1995 quota
quota inereats
quota decrease
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—_—f e SO WA SOWVMIE DS SWw D00~ OO RW OO ®s ek A OO

S o —ls OSSN OS= O00CWw DS AeD SO wWwWwW KOS wedhh O oA OO0 wW

=R~ Qo= O SE OOMNW

0 O e

[CEERCE

19 quots
1995 quota
quola tncnease
quots decrease

._ug":

49
35
&
B

a1

1”
]
5

1
10
¢




Table 6 continued

IMPORTS
all C1S and
Babic Russia Ukruine Moldova | Azcrbayjen | Armenia | Kazakhaan
comrics
(1) Encrgy materials 1954 quora §2 3 7 1
1995 quota e L] 2 4
quola increase 3 1 )] 1]
quolk decrtase L1} 1] bi] i
) Meezllurgy 1904 quons 44 b1 1 1 3 14
1995 quota 34 19 1 q 2 15
quots INCTCasy 7 3 1} Q Q H
quots decrease 10 4 1] 1 0 Q
(At Chemicad indusicy 1954 quota 5 10 n 3 3 4
1995 quows 2 6 12 3 2 4
QuOs INcrease 3 0 | 4] it 1
quots decrenye [}] qa 5 I H 1
{#) Capital goods 1994 quota " 2 kE) 12 [ 5 16
1995 quona k[ | i 13 1 3 4 1
GUO increese a [ a a 0 ¢ &
quote decrease 23 o 10 3 2 1] iy
(5) Wood, wood producua, paper 1994 quota é k3 1
1995 quota 2 2 [+
GOt iRcrease. 1 1 0
quota decreaye 1 1 1}
(6) Phurmacenticals 1994 quota
1995 quada
quols inerzase
quota decrease
N Building materiale 1994 quota 9 4 2
1995 quotn 1 I 1]
QU eTEare Q Q 0
quota decrense ] 1] 1}
@ Light mdusiry 1994 quota 24 2 4 2 5
1995 quota 12 [ 1] 2 4
quols incressc ] o /] 0 1]
quots decresse 4+ 1] 0 Q 0
{)  Agriculure, food products 1994 quota 3t 15 13 L] 1 1
1995 guota 18 3 8 5 1 ]
Guola increase 8 4 5 (] ¢ ]
quota decrease 5 1 2 1 ¢ L]
(10 Consumer dombles 1994 quons pr G 10 bl 1 k|
1945 quols 5 4 2 2 1 G
quota increase 2 a 0 4 1 L
quats Jeciease i ] 0 & o o
TOTAL 1984 quotz 176 15 138 41 wn 17 49
1545 quors 142 n 65 i | pa) 10 o
qoola increse 24 1 10 5 g 1 2
quota decreese 35 [} 2 5 5 1 1




Table 6 continucd

IMPORTS

Kyrghystan | Tadschiki

Latvia

)

@

3

.M

&)

(8)

m

®

L]

a4

E.nm;.:‘I materizls

Metailurgy

Chemieal indusiry

Cupiad goods

Waood, woud producis, paper

Pharmacanicaly

Building matenials

Light mdunzy

Agriculinre, food products

Conamer dursbles

1994 quota
1995 qoaia
QUOLA IRCRERSE
quota decrease

19%4 goowy
1995 quata
quota facrease
quoia decrease

19% quels
1995 quots
qUoLa increse
quota decrease
19 quon
1995 queta
A CTEAsE
quota decrease

1954 quata
1995 yuota
quols imcrease
quota decrease

1994 queta
1995 quots
quota icreast
quoth decresse

1954 quota
1994 quow
quota increase
quota decresse
1984 quora
1995 qouota
quola increase
quoLA decrerse

1904 guow
1995 quota
quola ncreese
Quata decrease

1994 quots
1995 quois
quota increase
guota decrease
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19 gusla
199 quota
quola merease
yuota decreass

13
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Q
a

oty incresned decrease it registered ondy i dier is 2 posilive quots in both years,
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Source:  Unpublished Working Documens of the Economic Research Instimne.




