


FAE T AL A A R Cutksl &AL H 2R ET G % & R B — R HEEIC X 5






FETOREREWTOMAZOO Y 7DEE

(#) B A S EHER Z2FR
it R

KH B

%% 4 A 24 H., LR EBEHRUE XIS BT 5 2 B H gk 7 + —
FADRPN, FhD 30Dty T ary0) b 1D [ZEOHEMG I OFHEL
HIANF - 7)) — VK] THET AR THW ., Hh@E=FMOHH
G5 %E (Free Trade Agreement, L' F FTA) #fiikhid. ZEOBEOA LR ST,
BRoO7 V7 REZ-2EE. SLICRKFERMS TORBEREDOE—kK
%5 EHRFEINTWS,

hEAS, HRE 58 (World Trade Organization, LAF WTO) % $7-
L7=?1% 2001 4£ 12 Ao

FALL. 2005 4E2 5 2008 4E. HEMBAREZ BO A, Uik, SFTE4H
HFRFRI R T GRS E A AEERSE DX HEEREANERIL L 2R T - 72,
B2, = EAGEHR/NGE - HIEETIE, HROER v FREOMHANE
ToHhRE, KEBHEHLICHROEBFE YA FI v 7 IZZEL T L DEALT
L ADVAR NOVASR A

Y7 uHETHAL L, COROFREOEZHEIE. 2004 FEIZ 1PV EBZ
TLAFE. 2007 FFI2 2K F v a2, 2011 Fi2ix. 3K AKX L Bl LB
WELTWA, BRAICHEIX. 2000 F12 F A 2 2K THFRAK O HE &
o TWh,

Hizzflic e A &, 2005 F DL RUSHME L 7z 1405, FEOE EEid H Az
DO LEED 66%TH o 7255, 2008 FJ7 EHKe L 10% F T LA HIEX, 13~
14% & 72> T\ 5,

CDX ) HEORFEREICE > T, WITONDIBAKE ZifEik s o722
EEE ) ETH RV AR RPEIENOHE S - KGRI OUE L D 5 LT,
HELRBREARLZLTVWAZLDHFETHA ), BHAD., BWHHIRLR ETWTO
HERRIDPIEM SN TVWE 500, ME%I0EZET, BEBEIETIFRY—E
A G HBL EFEFRITERL TW5,

Fo, PESEDBNAEEL OB LWHEFIZS L SN, HELT 50T




BRBhEDBEIZOWTE, BHIRE AL L, TSI > THTHEII LT
WAHLHERELZBHEPOERTRALAZENRNTEL LI >TWVE, WHhWw5
Emerging Giants D TH 5,

ST, 55T [WTO B x &R i cebrul 7yl 2iEr—~E LT
By EF7-,

037 % P < BRICS 7 & EZENIE 2000 FA8HT 12129 T2 WTO Jn i 7% &
THY., 2011412 Hou > 70 WTO MEARIL., [FRSh/zKE] o 7o
T X 2 HHBEBEOWERKOF 725 EonT AL ENTE L, WTO N
. AMEEZEICE 5T B Y TGO - ERSOILREERL, 1Y
TEBIFICE > T, B - EEMmET IR L. BKE 25T 272008
REBRDERZAHAIENTEL ) OV TIZBUILEBHREY - THEV— )
DT AN, EINEEBRD 72D OREEMIZO L2 LRI TV S,
2002 4£ 10 H #AlZ. Bja—Uyﬂmﬁﬁth%xﬁvéﬁﬁLt# 2y
CORABEEIZ, SFSELHELEIVH o700 EVAARBOLEITEATY
L5, FREFLHEL L, L, SEBRRIC Lo I ME 2l
HERAG VLT 7 RN A3 7 0 — L 7 K E R E A3 & OBEF 12TV,

%@i%&ﬂbﬁ&%ﬁﬁ#éiﬁ Ei%¢lkﬁ%fzbktfﬁ%%
L2450 TR 13, BELRBIZEAZLDEZ>Tn5, Bl
F¢E®ﬁ&®%zﬁ?m%%%w#H@%fééﬁﬁﬁﬁ&ﬁ$fﬁoﬁ%
LA E, BABEEZTIC. £ LTEOL ) BRIERITE % & 5 D20,
—HBEICEZARMEOTC, MFAHEBLEI) EE LT L]

EV ) HEOLDTFICET 5 T%S

[VAZIZIFEETE W) A7 &, BNTITHBETE L) A7 0 2 EED
HNET FrAF)AZIILTD, Db HEZMEICBIZ L., I
N TIUE, FIUT) A7 TlE Rl o TEFET, ISP IV IEEICRDITE,
) A7 135D TY

EWV)TF XY ATV AZIZEHTATERLRETH 5,

LHm DOEFEDS, O T OIEMLZEBISRIZED, SB%OBMIEE L T T
—B & NULENTH B,







I XEMLIBICE> B DR DR

A =AIAR. 198ENS20106EE TOMIC—FELE,
I, R 2MEAMEE UT =B AU ICBHES NE Ul AR BIfR
KBV T HEHE DI TOSLEZERBIET D,

BEX FHEOGLOELREFFEE VMR TES N
IEHICKFTT MO DEHE R ABERTIC.ESLT
ZFDEIBKIGRITENZE B, — KW ICE X552
DI CHFEERLISEEE LKL,

BH EEFREROAVAGRBREARELAFZLTOSESLS
WETRBHIRICE > TV AT ZBHEMELIZEN,

EF EH20064E 10AICRERE ORI RELICE
TI 4. FA20064E4 HICHEARfEE UTIERICEMTE U REHE.,
HHBFREDIEH I LRI T, BRIC VWS DA B E LT,
ZH LT BAZE (AW ZE ) B —BITHTHL Q0720 ie DT,
TERFBAD S LD, [REFLFHCA LRI H DO
BoTWa0%E R T, EL2LUTWHPREHEDR- LIz
DO TTRIEEDNIEN—BINLH-/TTR,

IFHE AAB2005E2 Al EER AR E LTIEsUTEMELE L
W ZDEHZDAAICKHTENRIDE Uiz i LWIRTLAYE
WTWE UM, GBI DR 2 BRI 22 T v L 22D D,
EDDEEOEEALLBICEATETEZBVHLET,

BEF TO®%.2007TEBENICHBBBEOIHHRBL,
F20084EDOHIHEEF EEOH A THHRIRFES SN,
e iz AP BRI A D SR B E Uiz, O, HEHI
DEFEZBHEIY, HHh B FRZ FE S8 e HEEI BRI
OHIRERF>TBLET,

I HRICKETLREZRIZTHREAOTLEYR

EH CoOTBEMTHEIBEFRKEANLZHICKEL,
HRDBZOEARFERLTOE T EASARKEZETEN
Teth . CHEORBZELTICND S, HEEESFEEID
(HAREFHE HRALTD ZRRESNE LI AFHOHPT,
(ESMRICE X8R, SN EDOMM, 2

BMARLBI TR T07HYE2 L. ZDTLICHT S
DOfFAZTZRERFRICE LRI TVE T4,

BEEX HPEIIDOVTIEVAWAESNTED. Milixy VU4
&, PEBNEELICK B 2 VS 6D T 5. REIZEYT O
BT Ho L WO MIOKEZBWVBL, AR OBKEICES
LEEDLNTVET, COMMERD T FIANHZDTT M,
BRIZEAHPICHZERIE LT,
HARBITOMEH TR EOLOREDTHzEhhF,
20304FICIZ P EDOGCDPAKE DGDPZHKLEA 5L THl
LTVWET, I TICHALRIURERRZRS, kDAL
13f&. A D265 DE 2R DHEMFFREL TV B DI
TIDE, ZDTLE YV AIHERICKEL Lo TOKERBVET,
BE HBCEREBISICBEOTEOD N TLII D,

BEEX HEE7 Y7 OHEARICAKEMEZ EHTHWET
DT AL HBAAREE Y V7 iE, EhicA/ a7
& HETH»BPRINEZOREREHENICZITET,
REHBTRAEOKE, RN EEFRTRVLNE R A
Fixbb, HEGHIEZZ A TIHASERICK E R EZ I
LWVIHTETTHARREIWSHEEE A>T RTFNE
EOERALED LT EDVHHEICRS>TIELWDIZIEAT
WTEN HARICE > T—FERY G FVATRLRNE T,
A HEIEC0THFERE D TEX LA ZD—/T,
WAWAREKRTF YA FVAZICHZ TS ADNNET,
ZRUTDWTIREITHHENE T H,

¥

9 <
7]
3
23
)
b

EE [Thpd, PELEIFEEIH | (AAREFH B AR F)









X

Reciproml

VOL I 9

A PEORXBERBOET, BRLMES EE SR
ENTVEY, FEIZ— N> FBERZ KT TE iz, KRR
D BRI R NI HATNSESTY,
AAL D PRI LORMEEZ A TOE T FEIEAALDE
REERBERF>TVABEIITBUE LI,

BEEX ALOMEN, B#HEY L BRNEEZL0HBRN5IE
HERICHDETLED. HHENICKETZ2E V38R LIE
S REGEHRELEH>TVET,

LESLHTE T, — Ao FBERZEM I NWEALON RS &
BoTWeDTEH, LM, Jbatal | Sl E M s O KR
Ak (FB2 ) LTV AEHTTlE, R LS EATLEVE L,
BRI EAZPETR, HEBDREEZ LAY,
RBLTETELZEXEEDE Uico— Ao FBERMEE
TRV A ALY RLI T, gL LT
K2 BRI I EIC A D, Kid Tl bhix i hid—E D
KR T AT DB L HOXSICBROEEE RS
NEVDTEAR—LDBRBBEICEDET, 1045V T
ZTNDNEFICE>TEER L BHIANB L2,
HERY RSO ERERE > T IREBLCTVET,

I| FERAEDSEOREL

IRE PEIEE 12X M EFH B TRIFEERT 5% EHE
LTOVET N, HI I TId201 248, 20134 E138%
HIRIEASEFRILTVET AV TLRARIERE L E NS
WAKRIEIZHZEDD, CTUESLIRIEHR T RER BT T
WEEITTM, LIS e BRHETI D,

=X HEEHEINITRCHI>TR. BFL2EE TS
II/IAMCEDLNVHYE W EWS Tk, FEEREEIC
HARTHER. B DMTRICE S 3 5 FBRZIZBMICEL
FoTWaTeEBEATEERVWERVET,

HUE. P EBUF O BUI R T H, BN E420~30%
WMATVEI 201 29RO TRZRE L, HEKEFERZ
T =OT MBHHEI§ 2R B EEHEDI T EIEXT
W Db TR R EDEET HRERER
ERTZNHH0ET,

U ZOM, HERHRENESZLTEh. 02
EUBEEDREL, TND T AV AR HARE ZER LIzL 2T,
HHERE Y K ERITRZRZIT 5 TLED L UEIBERER




REPBHROXEHBE T 55E8%MHORFERER
FERATHEIZ L VE T,

BE LCATIa/IAPOKERRHNEVWSITEICHELT
BRI MATREEHRTEIRR  A7—)ViE, BEFLER
RRFLIZENIFEDBOET

BEX {HATRLEFHEIDEDMOETAN, HEH
IKHEZ BB L IRE VRV E BWE T IS A 2EIHO
KERENBEZE LTV 1990ERKDYDOTE T A HR
TR BADOE - RDOEELEZHOT HOTY—F
FbicH UGERBEZOMB2ITV, HRHN 2 EHHE
LEHEAADTE ATHDOBIGTRHREL TN DZHIKMIC
BATVEL,

| TS B D Tt EEE

BEH =ASARHEENIERICHETHLSLRVET,
i E KRR Z D % w0 5 o E O BE P e
FET. ST 2L MBLTVET D HEGEEZFLTE
HASADEICXEZELALHEITIZ NI T ED
WEWEI RN LET, T DOERDOERE D% B
W ET D,

BEX AREWETHEEZMERUELL, B2 OPERED
EDLBVDLAN)NWEDD . BIEARLT L. 5K,
[BEPONEHZIZE FELSRRIHFESROLIATLK
KNV T. FIRTNEIZREPEGEL XAV
BoedTY,

EFNT2EENSI PEFEOMEZPDICHELE L,
LEBEH) ST E T B DIEHBLUCZ S WVWHTL T HEHIC
BRI EZRENTWABHATAL D UENVET (),
B PEBREREUTIESICEEL R, hEKMHEZ
ENTVEEASARBRKEBHIEEOE LI BRVTS
M bBEROEDIHERELTVWEDTT L
BoLp o TWeDODWENENEE A, BARE ADIRIE AR,
HREDTEE &, M EBIFROAIICHE D S e ATe B2 TRL,
KBOHBLIATT . SHRELRVICTTERINSCLZ

HALZ W —T—[FA L THEVE T O T, TZEE NI
FTRIKA BN LET,

BEEX HOHL3TTVET ONDbIISIHBLOE. a8t
R O BRI TEE UL A, P - S
IOV TRAZEHE ZR>THEVE T L, JKMRE R TEL N
KU ARICRRBRATEX L
ANBHEZIDRLZEATWL DI . ZAEAT7I TR
HETHMRINZRZLIEBICHEIRCTBIELT. Fhk
FEOAFRICEBRL EFTWBDTY, [BINES BRI
BPOICUT. REKICHEAD > TeBIFEHEZ, HRDIDIC
HKT 2. Z50IHHPMEBICLESITIRBOERTAD L,
FEOALZICEEFE LT ZEWTEIET L. RAEZEIWVS
KRB THOHATHEVWTT R,

BH ARHEEIEHONELITEVELE,

WmE®kE / "

HEBARAEELIZIBHD
T, AREBICTXE
. WERWTHEYET,
S Bk RESEORE
CHBERMLAVENTET,
~ FKEADBHELIENE
%\ r& FEESHALERD
3 hEBAROAT HHEEC
BYEUT BTAEIIRE %, RERFEOIAILEZUL
ESNTVELLY  HEMROME. ARDED.
SHULEENESE B THY A BEERERICR N
%o, FEMEOAEST, R TR EREEREDMS.
SICHEANENHETRECZBREREINT
WETBRICH BRI AEERCRY S HHY).
AEHELVWEDZE RMiABNEISEZTERE
L THIET,







the conditions of entry of foreign service suppliers into
the domestic market. The results of these negotiations are
consolidated in Schedules.

The Report of the Working Party and the Schedules
on goods and services form, along with the Protocol
of Accession, the accession package. The Protocol of
Accession references all the commitments on rules and
market access undertaken by the acceding country in the
Report and the Schedules. Once the accession package has
been approved by the WTO General Council and ratified
by the acceding government, accession commitments
become legally binding and overrule the provisions of the
WTO Agreement to the extent of any inconsistency. China
knows this well. It recently lost a dispute brought by the
EU, the US and Mexico against measures it had taken on
exports of raw materials, in part because of non-compliance
with its accession commitments. Whether the latter are
more stringent than the disciplines contained in the WTO
Agreement (such commitments are often referred to as
"WTO +" commitments) makes no difference: the new
Member is required to abide by them, and can expect to be
sued by Members keen to enforce them.

While the WTO accession process is meant to be
technical and legal above all, it is not free from political
interference, particularly in the case of a country like
Russia. The domestic political context played a considerable
role in the speed of Russia's accession.

First, because of internal tensions between, on the
one hand, the "reformist", pro-WTO camp, personified
by political figures such as Alexei Kudrin, Finance
Minister from 2000 to 2011, and German Gref, Minister
of Commerce 2000 to 2007, and, on the other hand, those
more reluctant to open the Russian market and to reform
some of the existing rules and business practices.

Second, because of external tensions: the Putin years
have been marked by strained relations with Western
countries, in particular the United States. President George
Bush's declared intention to install a missile shield system
in Eastern Europe generated friction and suspicion.
Suspicion is not conducive to constructive negotiations,
nor to compromise. Although not directly related to the
WTO, these tensions had an impact upon the accession
negotiations. The Russian authorities repeatedly blamed
the United States in the media for hindering their accession
process.

Tensions also escalated with neighbouring countries: with

Ukraine, first, which was engaged in a gas war with Russia
which culminated in Russia turning off the gas tap during
the winters of 2006 and 2008 — a crisis that had a significant
impact in Europe, as the latter depends on Moscow for its gas
supplies and on Ukraine as a transit country.

With Georgia also. Although in 2004 Georgia and
Russia were sufficiently close to have signed a bilateral
agreement on WTO entry, by July 2006, the Russian
authorities decided to close the only recognized customs
checkpoint between Russia and Georgia thereby blocking
Georgian exports to Russia. Georgia brought the case before
the WTO, invoking the trade dimension of the measure: the
unilateral closure by Russia of the only recognized customs
checkpoint de facto cut off all trade relations with Georgia.

Having recognized the leverage this created, Georgia
reopened the bilateral market access agreement signed
with Russia in 2004 and requested that Russia's accession
negotiations be formally suspended and only continue in
"informal mode", thereby preserving Georgia's means of
pressure over Russia. To make matters worse, in August
2008 there was a short but intense military confrontation
between the two countries. Coming as it did in a US
election year, that action prompted some in the West
to rethink their relationship with Russia. Accession
negotiations were largely suspended. Although Europe and
then the US sought rapid reengagement on the accession,
the Russia-Georgia issue hung over Russia's accession
like the sword of Damocles until the very last days of
the process. It was not until 9 November 2011, barely 24
hours before the adoption of the accession package by the
Working Party, that a solution was finally found thanks to
the tireless mediation efforts undertaken by Switzerland.

After the setback of August 2008, negotiations with
the US were stalled until the new President Barack Obama
declared a reset in the US' relationship with Russia.
Relations between the two countries intensified. Expediting
Russia's accession to the WTO became a declared priority
for the US. At a summit on 1 April 2009, Presidents
Medvedev and Obama both pledged to instruct their
governments to make efforts to finalize Russia's accession

. 1 . .
"as soon as possible"’. Similar signals were sent on 4 June

1 Joint statement by President Dmitry Medvedev of the Russian
Federation and President Barack Obama of the United States
of America, April 1, 2009 : "We both pledged to instruct our
governments to make efforts to finalize as soon as possible Russia's
accession into the World Trade Organization".




at joint meetings in Putin's home town of St. Petersburg
between Catherine Ashton, EU Trade Commissioner, Ron
Kirk, US Trade Representative, and Elvira Nabiullina,
Minister for Economic Development of Russia.

The road seemed to be clear. But it only remained
so for a few days. No one had expected Vladimir Putin's
announcement on 9 June, just five days after the United
States and the European Union had expressed their wish
to try and finalize the accession process by the end of that
year, that Russia was withdrawing its individual application
for WTO membership. He announced that with Kazakhstan
and Belarus, Russia would submit a joint application for
membership as a customs union. This announcement took
everyone by surprise and dropped a bomb on the accession
process. The problem, which did not seem to have been
anticipated by the Kremlin, was that the WTO Agreement
does not permit the accession of a Customs Union (made
up of non-WTO members) to accede to the WTO. What
motivated this decision? The will of Vladimir Putin to
reassert Russia's influence over the region? An attempt to
slow down Russia's accession process which had seemed
to gain momentum? For months, speculation flew around.
Whatever the reason, this surprise announcement did have
one concrete impact: it brought the accession negotiations
to a sudden halt. After several months of discussions with
Members, Russia finally agreed to reverse its decision,
permitting a resumption of the process, which continued
for another two years until the adoption of the long-awaited
accession package in December 2011.

Rather than a technical marathon, Russia's accession to
the WTO was an obstacle race — obstacles erected in part
by the Russians themselves for political and geopolitical
reasons that go well beyond WTO issues. Russians are
shrewd negotiators, accustomed to play in the big league
and on several fronts simultaneously; negotiators with
expert knowledge of the cases on which they work, a good
political and tactical sense, and a forceful personality, who
do not hesitate to rely on power play and to say "nyet"
when the requests made to them seem excessive.

While the process of accession to the WTO is often
criticized for placing acceding countries at a disadvantage
vis-a-vis WTO members, the Russians skillfully
maneuvered to preserve their interests, defending their
position with aplomb. They approached the negotiations as

chess players: with determination and tactics. Isn't Russia

after all the nation of the greatest chess players? Even

at the end of the process Russia "upped the ante" when it
invoked Article XIII (non-application provision) of the
WTO Agreement against the US. The US had been forced
to invoke that provision prior to the decision on Russia's
accession - due to an historical legislative incongruity - the
notorious Jackson-Vanik Act of 1974.

That law was adopted in response to difficulties
experienced by Soviet Jews in the post war period to
emigrate to Israel and prohibited permanent normal
trade relations (PNTR) with countries restricting such
emigration - including Russia. Why did the US have to
invoke this article? Because of the WTO's core Most
Favoured Nation principle, which requires the application
of permanent normal trade relations equally between all
WTO Members. As the US was not able to remove Russia
from the provisions of the Jackson-Vanik law before the
WTO Members' decision on Russia's accession process
and, hence, to grant Russia permanent normal trade
relations, its officials had no choice but to invoke the
non—application provision of Article XIII. All understand
that the invocation of this article is meant to be temporary:
the White House is working on the necessary legislation
for approval by Congress to enable the US to implement
the WTO Agreement towards Russia. There are several
precedents. Article XIII has been invoked 10 times since
the establishment of the WTO, including 8 times by the US
under the Jackson-Vanik amendment. All US invocations
have later been removed, with the exception of Moldova.
What is unprecedented, however, is that Russia, an
acceding country, also chose to invoke Article XIII towards
the United States. The Russian decision was not dictated
by any legal imperative: once invoked by one party, non-
application operates automatically in either direction.
From that moment neither the invoking member nor the
other party are required to apply WTO rules to one another
as long as the invocation remains in effect. The Russian
decision was pure political maneuvering: it aimed to allow
Russia to show its strength and leverage over the US. Tit

for tat.

2. What will change?

The specificity of the WTO is the binding nature of
its rules. It is not enough merely to integrate WTO rules
into domestic legislation; the Member has to ensure that

they are properly implemented. If not, a dispute settlement







2.2 Non-discrimination

The absence of discrimination in trade relations is one
of the basic principles of the Organization, a principle
which is based on two clauses: the clause of the Most
Favored Nation (MFN), which prohibits discrimination
between trading partners (an advantage granted to one
nation should be granted to all WTO members), and the
national treatment clause, which prohibits discrimination
against imported goods, services or items of intellectual
property.

In addition to a general commitment to comply with
the non-discriminatory provisions of the WTO, Russia
was required to change some of its practices to comply
with WTO rules. It undertook to reform its system of
domestic and foreign operating tariffs for railways to
remove the discriminatory rail transportation charges
applied to imported products and products in transit. The
unification of tariffs, which began in 2001 at the request
of WTO members, should be fully completed by 1 July
2013. The question of dual energy prices has also been the
subject of much discussion. Members were of the view
that the lower prices that domestic firms enjoyed gave
them an unfair advantage over their foreign competitors.
This question is not unique to Russia. It is raised in the
accession negotiations of all acceding countries producing
and exporting energy. Saudi Arabia, which joined the
organization in 2005, paved the way. But the question did
not arise in the same terms as in Russia. In the case of
Saudi Arabia, gas is a "waste product" of oil production,
unlike in Russia. Both countries undertook commitments to
ensure that producers and distributors of natural gas operate
on the basis of normal commercial considerations based
on recovery of cost and a reasonable profit, but Russia was
required to make an additional commitment to ensure that
control measures of energy prices would "not be used for
the purpose of affording protection to domestic production
of goods".

There is one area, however, where Russia managed
to extract from members the authorization to maintain a
temporary exception to the non-discrimination rule: in the
automotive sector. In 2005, Russia established a system
of preferential tariffs and tariff exemptions to attract
investment for the development of the domestic auto
industry. Russian producers of motor vehicles engaged in

assembly of motor vehicles could benefit from preferential

duty or exemptions from customs duties on imports of

parts and components for these vehicles, provided they met
certain conditions: some stages of production had to take
place in Russia and the imported parts and components
should not exceed 70 percent of the value of parts and
components used. Despite the pressure exerted by the
United States and the European Union for Russia to get rid
of its non-WTO compliant preferential system before WTO
accession, Russia succeeded in negotiating a period of

transition until July 2018.

2.3 Market access

A key component of the WTO accession process is the
negotiation of commitments aimed at the gradual opening
of goods and services markets. WTO Agreements contain
a number of provisions designed to facilitate market access
of goods, such as provisions prohibiting import and export
bans, unless they are justified under the exceptions of
Articles XX and XXI of the GATT of 1947, i.e. if necessary
to protect public morals, or human, animal or plant life,
among other things — provided, in the latter case, the
measures are justified scientifically, which explains the
strong reactions of members to some of the impromptu SPS
measures taken by Russia during the accession process.

WTO Agreements also contain rules regulating
registration requirements for import and export operations
and licensing requirements, which should not act as
barriers to trade. Russia has, in this regard, undertaken
specific commitments regarding alcoholic beverages,
pharmaceuticals, products with encryption technology, as
well as precious metals and stones.

Finally, Russia has pledged to reduce its average
customs duties from 9.5% (simple average) today to 7.3%
for non-agricultural products, and from 13.2% to 10.8%
for agricultural products. In addition, tariffs on information
technology products, which amount to 5.4% on average
today, will be eliminated upon accession. Russia's bindings
on non-agricultural products are lower than those of China,
whose average binding is 9.2%, but higher than those of
developed countries, whose bound tariffs stand at 5.2% on
average. However, as regards agricultural products, Russia's
bindings (10.8% simple binding average) are significantly
inferior to those of China (15.7%) and of developed
countries (16%).

But sticking to an analysis of average bound rates can
be misleading. When assessing Russia's commitments

in the agricultural sector one must bear in mind the very













where are the new sources of growth going to come from?
South Korea continued to grow at about 7% a year when
it was a similar level of development. Can Russia do the

same?

2. New Drivers of Russian Growth?

What really is required is raising productivity through
investment and innovation, and that will require improving
Russia’s abysmal investment environment that currently
ranks in the bottom quartile of most international rankings,
often underperforming countries 10 times as poor. Russia
currently ranks about 120® in Doing Business and similar
rankings. During his campaign Vladimir Putin promised
to raise Russia’s ranking 100 places to #20 in the world.
I think we can ascribe that to overly ambitious campaign
rhetoric, but what needs to be done is fairly obvious:
strengthening property rights, improving the court system,
lowering the barriers to entry for small and medium sized
enterprises, etc. And perhaps most fundamentally, reducing
corruption which has become endemic to the Russian
economy and state. Mr. Putin, like Mr. Medvedev before
him, is well aware of the problem and what needs to be
done. The obstacles to this happening, however, are ones
of incentive and risk. When the oil price is relatively high,
the lower the incentives for undertaking structural reforms.
Perhaps more fundamentally, reforms that reduce corruption
undermine the levers of institutional and personal power
of the existing regime. How can Putin manage his greedy
cronies and competing criminal and quasi-criminal clans
that dominate much of the “commanding heights™ of the
Russian economy in a transparent and effective legal

environment?

If one looks at the government’s recently published
long-term economic growth strategy titled “Strategy 2020:
New Growth Model-New Social Model,” the good news
is that the government does not plan on dramatically
increasing public expenditures as was deduced from all
of Putin’s spending promises during the campaign and
will maintain its fairly conservative macroeconomic
policy. But despite expressing a lot of the right concerns
about government inefficiency, lack of competition,
excessive dependence on external factors like commodity
prices, in the assessment of TroikaDialog, “Russia

will most likely continue gradually muddling through,

implementing those reforms that will be necessary at any

given moment.” As the title of the report suggests, the
new growth model will emerge from a new social policy
that emphasizes increased investments in human capital
and infrastructure—increasing social spending by 4% of
GDP and decreasing expenditures on state administration
and national security by 2%, and, again, maintaining
macroeconomic stability as the key constraint. Whether
the government can maintain fiscal balance in the face of
growing social demands remains to be seen. In a speech
in Washington in April, former Finance Minister and
renowned fiscal hawk, Alexei Kudrin expressed concern

on this point.

3. Russia's WTO Accession

After 18 long years of negotiation, finally Russia will
join the World Trade Organization (WTO) this summer
when the Duma is expected to ratify accession. World
Bank studies indicate very significant economic gains
for the Russian economy to accrue from WTO accession;
more than 3% of GDP in the medium term and more than
11% over the longer term when the positive impact on the
investment climate is incorporated.” The benefits will be
widespread with average income households and lower
income households benefitting relatively more since the
gains to labor will be greater than to capital. As David Tarr
and Natalya Volchkova argue, the most important aspect of
the WTO accession process is the acceleration on reform
of the domestic political economy that it fosters. The
WTO accession process makes it easier for governments
to adapt trade policies that have economy-wide benefits
for consumers whose voices are often diminished in policy
debates by lobbying efforts of individual industries. Russia’s
WTO accession is not likely, however, to have much of
an impact on the government’s goal of diversification as
the sectors that are expected to expand the most include
nonferrous metals, ferros metals and chemicals. Sectors
such as light industry, food processing, and construction

materials are likely to contract.

4 TroikaDialog, Apnl 2012.

5 David Tarr and Natalya Volchkova, “Foreign Economic Policy at
a Crossroads,” in Russia after the Global Economic Crisis, eds,
Aslund, Guriev, Kuchins (2010). pp. 201-222.
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JUGGERNAUT
- How emerging markets are reshaping globalization -

By Uri Dadush & William Shaw
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