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The purpose of this article is to identify and compare the tariff and regulatory barriers for the free trade in Eastern Partnership counties (Ukraine, Moldova,
Belarus, Georgia, Azerbaijan, and Armenia). Free trade as a concept requires policy reforms toward the reduction of tariffs and for quantitative restrictions for
efficacious trade liberalization. UNSTAD reports that, two factors dominantly influenced economic performance in the transition economies that are parts of
the CIS countries: the economic integration with and dependence on Russia, the importance of commodities, and oil for the prosperity. Doing Business 2020
suggests that Belarus became a leader with regard to ease of cross-border trading. The country is ranked 24th among 190 economies for ease of trading across
borders. A few years before Georgia was a leading country in terms of cross-border trading, but now this country lags behind Belarus, Moldova, and Armenia.
Cross-border trading with Azerbaijan and Ukraine is much more difficult. Both countries have longer and more costly procedures with more documentation

required than other Eastern Partnership countries.
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Icmain 3. H. TapudpHi ma pezynamopHi 6ap'epu a5 ceobodu mopzieni
y KpaiHax CxidHo20 napmHepcmea

Memoto uiei cmammi € 8U3HaYeHHA Ma NOPIBHAHHA MAPUGHUX ma pezyns-
mopHux 6ap'epis 04 ceobodu mopeieni y Kpaikax CxidHozo mapmHepcmea
(Ykpaia, Mondosa, binopyce, py3ia, Asepbalioxas ma BipmeHis). BinbHa
mopeiens AK KOHUEenuia 8umMazae peghopm noaimuku Wodo 3HUMEHHA ma-
pughie ma KinbKicHUXx obmexceHb 0na echekmusHoi nibepanizayii mopeaiesi.
BidnosioHo do 38imy UNSTAD npo mopeignto ma po3gumoxk 3a 2019 pik, dsa
(hakmopu OomiHytoue 8raUBANAU HA EKOHOMIYHI MOKA3HUKU 8 KpaiHax 3 nepe-
XiOHOK eKoHOMIKOK, Wo 8x00ame 00 KpaiH CH/: ekoHoMiYHa iHMe2payis
ma 3anexHicmb 8i0 Pocii, eaxcausicms mosapie ma Hagmu 014 npoyei-
marHs. IHOekc Doing Business 2020 csid4ums npo me, wo binopyce cmana
nidepom w000 mpocmomu mpaHckopdoHHUX mopeig. Kpaia 3alimae 24 mic-
ue ceped 190 eKoHomiK 3a nezkicmio mopeaieni Yepe3 KopdoH. Kinbka pokie
00 Yboeo py3ia byna nposidHow KpaiHow 30 MPAaHCKopPAOHHOK mopeaiesnero,
asne 3apa3 us KpaiHa sidcmae sid binopyci, Mondosu ma Bipmeii. TpaHckop-
0oHHa mopeiens 3 AsepbalioxaHom ma YkpaiHoto Habaeamo cknadHiwa.
06udsi KpaiHu marome binew mpusani ma 3ampamui npoyedypu, AKi 8u-
Mazatomb 6a2amo 0oKymeHmauii, Hix iHwi KpaiHu CxidHo2o napmHepcmea.
Knroyoei cnosa: dusepcucpikayin ekcriopmy, inbHa mopeiens, mpaHckop-
0oHHa mopeiens, CxidHe napmHepcmeo, HeHagmosuli cekmop.
Puc.: 3. Taba.: 5. bi6n.: 15.
Iemain 3oxpab Heliman o2nu — 3006y8ay, XapkiecbKull HAUioHANbHUL eKOHO-
mivHul yrisepcumem im. C. Kyaneus (mpocn. Hayku, 9a, Xapkis, 61166, YkpaiHa)
E-mail: zokhrab.ismayil@hneu.net

ree trade as a concept requires policy reforms to-

ward the reduction of tariffs and quantitative re-

strictions for efficacious trade liberalization. Na-
tions are increasingly convinced of the need for trade
liberalization as a result of several rounds of trade policy
reforms aimed primarily at the reduction of tariffs and
quantitative restrictions. Given the interrelation and
interdependence between trade and economic growth,
high dependence on crude oil also can lead to discredit-
ing the economic growth of the country.
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WUcmaun 3. H. TapudgpHble u HopmamugHeie 6apbepol 045 c80600b!
mopeoenu 8 cmpaHax BocmoyHoz0 napmxepcmea

Lenvto daHHOU cmamou Aensemca 8biAeaeHue U CpasHeHUe MAapUpHLIX U
HopmamueHblx 6apbepos 05 c806006 mopaoenu 8 cmpaxax BocmoyHo-
20 napmuepcmea (Ykpauxa, Mondosa, benapyce, [py3us, AzepbalioxaH u
Apmenus). Ce0600HasA Mope08ns Kak KoHuenyus mpebyem noaumuyeckux
peghopm 8 HAMPABAEHUU CHUXEHUA MapuGos U KoNUYeCMBEHHbIX 02paHuUYe-
Huli 05 aghgpekmusHoli aubepanuzayuu mopeosenu. Coenacto Joknady tOH-
CTAZ 0 mopzoene u passumuu 3a 2019 200, 08a hakmopa 8 3Ha4uMenbHol
cmerneHu MoeauAAU Ha IKOHOMUYECKUE MoKa3amenu 8 CMpaHax ¢ nepexoo-
Holi 3KoHoMUKoU, Komopeble AsaAMCA Yacmoto cmpaH CHI: SkoHomMuYeckas
UHMe2payus u 3a8ucumocms om Poccuu, 8aXHOCMb Cbipbesbix Mosapos U
Hepmu 0n5 npousemarus. MHOexc Doing Business 2020 caudemenscmeyem,
ymo benapyce cmana AUOepPoM 8 OMHOWEHUU 1e2KOCMU MPAHC2PAHUYHOU
mopeoenu. Cmpaxa 3aHumaem 24-e mecmo cpedu 190 cmpaH no nezkocmu
mopeosnu Yepes 2paHuly. 3a HeckosbKo em 00 3mozo [py3us bbina sedy-
weli cmpaHoli ¢ MoYKU 3peHus MpaHc2paHUYHoLU mopaoenu, Ho meneps 3ma
cmpaxa omcmaem om benapycu, Mondosel u ApmeHuu. TpaHC2PaHUYHAA
mopeoens ¢ AsepbatioiaHom u YKpauHol HamHo20 cnoxHee. Obe cmpaHsi
umetom bonee daumenbHble U dopozocmoswue npoyedypsl, mpebyoujue
MHO20 OOKyMeHmayuu, Yem Opyaue cmpaHsl BocmoyHozo napmHepcmea.
Knrouesbie cnosa: dusepcugukayus 3kcrnopma, ce0b00Has Mopa0ens, MpaHc-
2PaHUYHas mopaoens, BocmouHoe napmHepcmeo, HeHedhmaHol cekmop.
Puc.: 3. Taba.: 5. bubn.: 15.

Ucmaun 30xpab HelimaH o2nbl — couckamesb, XapbKo8CKuUl HAYUOHAbHbIT
aKoHomuveckuli yHusepcumem um. C. KysHeua (npocn. Hayku, 9a, Xapekos,
61166, Ykpaura)

E-mail: zokhrab.ismayil@hneu.net

According to the Trade and Development Report
of UNSTAD 2019, two factors dominantly influenced
economic performance the transition economies that are
members of the Commonwealth of Independent States.
First, the economic integration with and dependence on
Russia through trade and remittance earnings of these
countries. And, second, the importance of commodities
and oil in the economies of particular countries, making
commodity trade trends and price movements a crucial
determinant of their performance [1].
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espite the tensions with Russia, international
D trade of Ukraine has been increasing since 2016.

In 2018, the total volume of exports was $47.3
billion, which is 9 % more than the indicator of 2017. As
the imports ($57.2 billion) grew by 15.7%, the interna-
tional trade deficit also increased from $6 billion to $9.9
billion during the reporting period.

More positive trends are observed in international
trade of Azerbaijan due to an increase in prices in the
crude oil market. The overall amount of exports amount-
ed to $19.5 billion in 2018, which is 27% more than that
for the previous year.

Georgia succeeded in international trade in 2018
as well. International trade of the country demonstrated
a stable positive trend: its exports totaled $3.4 billion
(with an 22.7% increase). However, after 2016, it started
shrinking because of the crises in Azerbaijan, Russia, and
Turkey, which are the leading trade partners of Georgia.
As a concequence, Georgia has the most significant in-
ternational trade deficit, which was $5.2 billion in 2017
and $5.8 billion in 2018.

It is worth studying the trends in international
trade of Ukraine with Azerbaijan and Georgia. According
to the World Integrated Trade Solution 2018, the volume
of international trade turnover of Ukraine was $104.5 bil-
lion, with its imports at $57.2 billion and exports at $47.3
billion. During 2018, it cooperated with 202 countries,

and its international trade balance was negative, at $9.9
billion [2].

Thl. 1 demonstrates the basket of main exports
from Ukraine, which includes agricultural products, ores
and metals, and manufactured items. The analysis of the
commodity structure of exports suggests that Ukraine’s
exports are diversified. The county exported 3706 types
of products to 193 countries.

According to UNCTAD, the exports of services of
the country amounted to $15.8 billion. The state started
revitalizing export of services after the 2014-2015 ten-
sions with Russia. However, the volume of service ex-
ports in 2018 is 30% less than in 2013. It is important to
note that Ukraine achieved the maximal volume of ser-
vice exports in 2013 ($22.6 million).

Fig. I shows that Russia is still the leading export
partner of Ukraine. The share of this country in exports
of Ukraine shrank about four times compared to 2013.

According to the State Statistics Service, Russia lost
this position in 2019, and Poland becomes the leading ex-
port partner of Ukraine [3].

ccording to the World Integrated Trade Solution
A2018, the volume of Azerbaijan’s international
trade turnover was $30.9 billion, with exports at
$19.5 billion and imports at $11.5 billion. It cooperated
with 169 countries during the reporting year, and the in-
ternational trade balance was positive at $8 billion. Thl. 2

demonstrates the level of the dependence of Azerbaijan
on commodity exports.

Table 1

The main exported products of Ukraine at the HS 6 digit level in 2018

Ukraine US$ ths Share in total
Crude sunflower-seed and safflower oil and fractions thereof 3,729,448.64 7.88
Maize (excl. seed) 3,496,683.04 7.39
Spelt, common wheat and meslin 2,993,967.70 6.33
Agglomerated iron ores and concentrates 1,611,065.11 3.40
Ignition wiring sets and other wiring sets 1,365,945.31 2.89
Other products 34,137,570.05 72.12
Total 47,334,679.85 100.00

Source: World Integrated Trade Solution [2].
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Fig. 1. The main export partners of Ukraine in 2018 [3]
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The main exported products of Azerbaijan at the HS 6 digit level in 2018

Table 2

Azerbaijan USS$ ths Share in total

Petroleum oils and oils obtained from bituminous materials 15,719,482.37 80.78
Natural gas in gaseous state 1,499,385.84 7.71
Petroleum oils, etc, (excl. crude); preparation 520,600.68 2.68
Tomatoes, fresh or chilled 177,380.78 0.91
Other fruit, fresh, nes 132,384.51 0.68
Other products 1,410,398.33 7.25
Total 19,459,632.51 100.00

Source: World Integrated Trade Solution [4].

The non-oil sector, including the private sector and
individuals, accounted for only 8.8% of the total export
volume in 2018. This share demonstrates that the non-oil
private sector has not yet established itself as a critical
player in the economic sphere in Azerbaijan.

Azerbaijan has a very high commodity and country
concentration in international trade, especially in export
operations. Table 2 also illustrates that the crude oil and
natural gas heavily dominate Azerbaijan’s exports, mak-
ing up 88.5% of the total exports in 2018. The lack of
export diversification is one of the main challenges for
Azerbaijan’s economy. According to the OECD-WTO
report, Azerbaijan has the worst position in terms of ex-
port diversification in Eastern Europe and Asia [4].

Fig. 2 describes the main export partners of the
country in Europe. In general, the European Union is one
of Azerbaijan’s leading trade partners.

3.07%

Canada, 3.09% !
Russia, 3.42%

Other Asia, nes, |ndia

3.67%

Fig. 2. The main export partners of Azerbaijan in 2018 [5]

The State Customs Committee of Azerbaijan re-
ports that the trade turnover with the EU exceeded the
share of the total trade by 41% in 2018 [5]. However, the
tree Azerbaijan’s key trading partners has not changed,
and they are Italy, Turkey, and Russia.

According to the World Integrated Trade Solu-
tion 2018, the volume of Georgia’s international trade
turnover was $12.5 billion, with its exports at $3.4 bil-
lion and imports at $9.1 billion. It cooperated with 133
countries during the reporting year, and the international
trade balance was positive, at $5.8 billion [6]. With this
performance, it has the most significant international
trade deficit among the Eastern Partnership countries.
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As Georgia has a $2.2 billion surplus in external trade of
services, this factor somehow stabiles the international
trade of the country.

Thl. 3 demonstrates the top five goods in the com-
modity structure of Georgia’s export. A share of the non-
resource extractive industry products exceeds 25% of
exports in 2018. The main changes at the top of the ex-
port basket are a decrease in the volume of hazelnuts and
increase in that of cigarettes and other tobacco products
for the last two years.

Fig. 3 shows the regional breakdown of Georgia’s
export basket. The main export partners of the country
remain its close neighbors — Azerbaijan, Russia, and Ar-
menia. According to the National Statistics Office, the
main international trade partners of Georgia are Turkey,
Russia, and Azerbaijan. Also, here we see an increase
in the partnership with Russia. The international trade

Israel, 6.74%

turnover between the two countries grew from $788 mil-
lion to $1.4 billion in the period between 2015 and 2018.
A similar increase is observed in international trade turn-
over with Turkey but at a slower rate [7].

urther, we will consider tariff and non-tariff barri-
ers. In some cases, it is more expensive for coun-
tries to trade manufactured goods with their next-
door neighbors than to trade with distant nations. Re-
search by the World Bank has revealed that the two most
important factors determining “thickness of borders” (in
terms of trade costs) are maritime transport connectivity
and logistics performance. Thus, poorer countries tend
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Table 3

The main exported products of Georgia at the HS 6 digit level in 2018

Other countries

Uzbekistan, 2.40%

Kazakhstan, 2.71%

USA, 4. 77%
Ukraine, hlna,
5.22% 5.90%

to have higher levels of trade costs than do more pros-
perous countries, in both manufactured and agricultural
goods [8, p. 570]. This concept is a technical approach to
the cost of trade, but we also have to take into account
the potential of free business to diminish trade costs in
the long run.

Trade regimes, customs, and trade finance are vital
aspects of free trade. Specializing in goods and services
where countries have relatively lower opportunity costs
can encourage more benefits in terms of mutual trade
turnover. Free trade enables countries to specialize in
those goods for which they have a comparative advan-
tage [9]. The existing literature defines free trade as “the
importation and exportation of goods without any bar-
riers in the form of tariffs, quotas, or other restrictions”

rade freedom is also considered as a composite

measure of the absence of tariff and non-tariff bar-

riers that affect imports and exports of goods and
services. Trade freedom assessment is based on two inputs:
(i) Trade-weighted average tariff rate; (ii) Non-tariff barri-
ers (NTBs). Different imports entering a country can face
separate tariffs. The weighted average tariff uses weights
for each tariff based on the share of imports for each good.
NTBs are used extensively across many goods and services
and/or act to impede a significant amount of international
trade effectively. The methodology of the Index of Econom-
ic Freedom includes these categories of NTBs:

66

Georgia US$ ths Share in total
Copper ores and concentrates 504,456.49 15.03
Ferro-silico-manganese 345,619.12 10.30
Automobiles with reciprocating piston engine 225,636.14 6.72
Wine (not sparkling); grape must with by alcohol 192,456.49 5.74
Cigarettes containing tobacco 148,886.02 444
Other products 1,938,650.47 57.77
Total 3,355,704.73 100.00
Source: World Integrated Trade Solution [6].
Azerbaijan,
14 96%

Russia, 13.01%

/ Armenia, 8.30%
l Bulgaria, 7.71%

Turkey,
6.96%

Fig. 3. The main export partners of Georgia in 2018 [7]

+ “Quantity restrictions — import quotas, export
limitations, voluntary export restraints, import-
export embargoes and bans, countertrade, etc.
Price restrictions — antidumping duties, counterr
vailing duties, border tax adjustments, variable
levies/tariff rate quotas.
Regulatory restrictions — licensing, domestic
content and mixing requirements.
Sanitary and phyto-sanitary standards (SPSs),
safety and industrial standards regulations, pack-
aging, labeling, and trademark regulations, ad-
vertising, and media regulations.
Investment restrictions — exchange and other fif
nancial controls.
Customs restrictions — advance deposit requiree
ments, customs valuation procedures, customs
classification procedures, customs clearance
procedures.
Direct government intervention — subsidies and
other aid, government industrial policy and re-
gional development measures, government-fi-
nanced research and other technology policies;
national taxes and social insurance, competition
policies, immigration policies, government pro-
curement policies, state trading, government
monopolies, and exclusive franchises” [10].
Partnership region, countries should commit to
the gradual removal of customs duties, taxes and levies
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which have equivalent effect and quantitative restrictions
in mutual trade; elimination of other barriers to a free
transfer of goods and services; creation and development
of an effective system of mutual settlements and pay-
ments on trade and other transactions; coordination of
trade policy concerning other countries; coordination of
economic policy to that extent to which this is necessary
to achieve the regional objectives in the area of industry,
agriculture, transport, finance, investment, social sphere,
development of fair competition; promotion of coopera-
tion of different branches, intra-branch and scientific,
technical cooperation; harmonization and unification of
legislation [11] (75l 4).

Table 4

Trade freedom in Eastern Partnership countries

Trade Trade Tfade'
weighted
freedom freedom
Country average
score rank tariff rate
(out of 100) | (outof 177)

(%)
Georgia 88.80 6 0.7
Armenia 80.80 67 2.1
Moldova 78.00 83 35
Belarus 76.40 89 1.8
Ukraine 75.00 101 2.5
Azerbaijan 74.60 102 5.2

Source: Index of Economic Freedom, Heritage Foundation 2019 [10].

The World Bank’s Doing Business 2020 particu-

lar report on Ukraine tried to answer the simple
question of “What does it take to export or import
in Ukraine?” According to the country report, exporting
a standard container of goods requires eight documents,
takes eight days, and costs $144 per conditional container.
Importing the same container of products requires eight
documents, takes seven days, and costs $169.2. Globally,
Ukraine has ranked 74th out 190 economies on the ease
of trading across borders [12]. The rankings for compara-
tor economies and the regional average ranking provide
other useful information for assessing how easy it is for a
business in Ukraine to export and import goods (TbL 5).
As can be seen from Tbhl. 5, Belarus became the
leading country in terms of trading across borders. Over
the last few years, the country has achieved minimalizing
the cost of exports and imports, time to export and im-
port, and the number of documents required [13].

CONCLUSIONS

The main exported products of Ukraine in 2018 are
agriculture goods, ores and metals, and manufactured
items. The analysis of the commodity structure of ex-
ports suggests that Ukraine’s exports are diversified. The
county exported 3706 types of products to 193 countries.

Georgia’s share of the non-resource extractive in-
dustry products exceeds 25% of its exports in 2018. The
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main changes at the top of the export basket are a de-
crease in the volume hazelnuts and increase in that of
cigarette and tobacco products for the last two years [14].

Azerbaijan has a very high commodity and country
concentration in international trade, especially in export
operations. The crude oil and natural gas heavily domi-
nate Azerbaijan’s exports, making up 88.5% of the total
exports in 2018. The lack of export diversification is one
of the main challenges for Azerbaijan’s economy. Ac-
cording to the OECD-WTO report, Azerbaijan has the
worst position export diversification in Eastern Europe
and Asia [15].

Belarus is a leader concerning ease of cross-border
trading and fulfilling documentation requirements and
procedures at customs and other regulatory agencies, as
well as ease of arranging trade logistics when exporting
or importing one standard container. According to the
Doing Business 2020, Economy Profile of Belarus, the
country ranks the 24th among 190 economies for ease of
trading across borders.

A few years before, Georgia was a leading country
in terms of cross-border trading, but now this country
lags behind Belarus, Moldova, and Armenia.

Cross-border trading with Azerbaijan and Ukraine
is much more difficult. Doing Business 2020 reports that
Ukraine occupies the 74th place among 190 economies,
while Azerbaijan is the 83th. Both countries have more
prolonged, more costly procedures, with more documen-
tation required than other Eastern Partnership countries.

Though the Eastern Partnership counties emerged
from the former Soviet Union, they have different eco-
nomic resources and performances. Ukraine is a vast
country with diversified export, and a similar situation
is characteristic for neighboring Belarus, but the latter
has the central planning system. Being small counties,
Georgia, Moldova, and Armenia have limited resources.
Despite the sustainable economic growth, they all have a
significant deficit in international trade and large exter-
nal debts. Among these counties, only Azerbaijan pos-
sesses extensive energy resources but has not succeeded
in economic and export diversification.

challenge: they all could not overcome obstacles

they faced in the transition period. The dependence
on Russia and periodic political and economic crises are
characteristic features of these countries. The next stage
of this research study will be focusing on the transition
difficulties in terms of economic reforms of the Eastern
Partnership counties. u

Finally, the compared countries have a common
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