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Chapter 8: Russia’s Agri-Food Trade Within
the Eurasian Economic Union

Rilka Dragneva

1 INTRODUCTION

The pursuit of economic integration has been a key dimension of Russia’s
policies in the post-Soviet region. After several failed initiatives, the first
real achievement was the creation of a Customs Union (CU) with Belarus
and Kazakhstan in 2010. It was followed by the launch of a Single
Economic Space (SES) in 2012, ultimately culminating in the formation
of the Eurasian Economic Union (EAEU) in 2015, to which Armenia
and Kyrgyzstan also acceded.! As its predecessor, the EAEU aims at
‘deep’ economic integration: one where not only mutual trade in goods
is liberalised, but the formation of a common market is pursued through
the harmonisation of domestic regulatory requirements and other non-
tariff barriers. In the external plane, the objective has been to exercise
a common policy through the adoption of a Union external tariff, a
common trade protection regime and the engagement in trade agree-
ments with the rest of the world as a unified trading bloc. To achieve
these goals, the EAEU member states have endowed the organisation

R. Dragneva ()
University of Birmingham, Birmingham, UK
e-mail: R.DragnevalLewers@bham.ac.uk

© The Author(s) 2022 225
S. K. Wegren and F. Nilssen (eds.), Russia’s Role in the Contemporary
International Agri-Food Trade System, Palgrave Advances

in Bioeconomy: Economics and Policies,

https://doi.org,/10.1007 /978-3-030-77451-6_9


http://crossmark.crossref.org/dialog/?doi=10.1007/978-3-030-77451-6_9&domain=pdf
mailto:R.DragnevaLewers@bham.ac.uk
https://doi.org/10.1007/978-3-030-77451-6_9

226 R. DRAGNEVA

with a system of bodies with delegated powers and an international legal
personality.

Such an ambitious project is bound to affect the economies of its
member states, including the production and trade of food, in tangible
and fundamental ways. Therefore, the understanding of Russia’s role in
the international food trade system will be incomplete without taking into
account the agency of the EAEU and the opportunities created by it.
Yet, while undoubtedly significant, this relationship is not straightforward.
Firstly, despite some notable achievements, developments on the ground
have been modest or outright disappointing. In mutual trade, in partic-
ular, the results have been described as erratic, with significant variations
across sectors and member states.> Notably, relations have been inter-
laced with high-profile trade conflicts and back-tracking from previous
achievements. Secondly, while some of these dynamics can be explained by
external conditions or natural ‘growth pains’, it is largely symptomatic of
the structural problems of the EAEU as an integration project: its highly
politicised and decentralised nature, the limitations of its legal regime and
the weakness of its common bodies.? This has allowed Russia to use its
power preponderance in the region to assert its policy priorities and espe-
cially its geopolitical considerations through the EAEU, where possible,
but also despite the EAEU, where necessary.

This chapter will unpack this dynamic by analysing the role of the
CU and EAEU in Russia’s agricultural food trade. In particular, the aim
will be to discuss: (1) To what extent has the formation of the EAEU
impacted on Russia’s food trade with its neighbours, both in terms of the
institutional regime set up and the resulting ability of the organisation
to affect its members’ trade practices? (2) In what ways has the EAEU
affected Russia’s options as a player in the international food system?
Given that the birth of the EAEU coincided with a major reversal in
Russia’s trading behaviour as a result of the sanctions’ war with the West,*
what role has the bloc performed in this process?

The chapter will begin by providing a background of the key relevant
institutional features of the EAEU. It will then focus on some of the most
important yet also problematic ways in which the EAEU affects agri-food
trade and production, namely the EAEU’s food safety regime, the effects
of Russia’s food import ban, the agenda for agricultural cooperation,
including the coordination of food security policy, and the opportunities
provided by concluding EAEU free trade agreements with third parties.
In conclusion, the chapter will examine some of the changes in agri-food
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trade flows since the launch of the EAEU, before offering some thoughts
on the outlook for the future.

2 Tae EAEU AND ITs INSTITUTIONS

To understand the role of the EAEU in affecting Russia’s role in regional
and international agri-food trade, it is necessary to point out some of its
general characteristics as an institutional regime. The EAEU was set up as
an independent interstate actor operating through its bodies on the basis
of the powers delegated by its member states. Of particular significance is
the Eurasian Economic Commission (EEC), the Union’s regulator tasked
with the development of integration. The Commission is a two-tiered
body consisting of a Council that is composed of the deputy heads of
national governments, and a Collegium that is composed of Ministers
nominated by the member states who head specialized departments.®
Despite the intention to model it on the European Union Commission,
however, the EEC’s autonomy and authority are highly limited.

The EEC has been endowed with significant powers in the area of
tarift and customs regulation, technical regulation and the imposition of
trade defence measures. Many other areas, such as transport or agricul-
tural policy, are reserved for the member states. In relation to those, the
Commission’s role is to facilitate cooperation between the member states.
Even within the area of delegated powers, however, there is complex mix
between Union and national legislation and between Commission and
national competences to navigate, as the area of food safety illustrates.

Furthermore, the decision-making process that the EEC follows even
in such areas is deeply intergovernmental, putting member states firmly
in control. The most important powers of the EEC are exercised by its
Council by consensus. The Collegium is the permanent and most profes-
sional and independent body of the Union, consisting of departments
dealing with day-to-day matters. Its decisions, however, can always be
challenged by member states and escalated to the Council of the Commis-
sion or the higher bodies of the EAEU, the Inter-Governmental Council
(heads of government), and the Supreme Eurasian Economic Council
(heads of state), and revoked or reversed by them.

Notably, the powers of the Commission are particularly curtailed by its
weak enforcement functions. It can, subject to capacity, monitor member
states’ practices and notify them of a lack of implementation or breach
of Union requirements. Yet, in a reversal from the CU regime, it cannot
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bring them before the Court of the EAEU. It is notable that the EAEU
Treaty asserted the primacy of the member states in several key ways,
including by restricting the Court’s powers and ensuring that its rulings
do not become part of EAEU law.®

In this context, the Commission has acted cautiously and conser-
vatively. Even when it demonstrates activism, the fate of its initiatives
rests at the highest level of domestic power. Thus, politicised interstate
bargaining is the main path to secure progress or resolve disagreements.
This characteristic matters for a number of reasons.

Firstly, there is a mismatch between the institutional regime in place
and the stated ambition of integration. There is an ‘attainment gap’ built
into the system which is particularly critical in relation to the removal of
non-tariff barriers and regulatory alignment. In part, this is connected to
the preference for harmonisation similar to the European Union (EU),
which is an inherently complex process.”

Secondly, it can be argued that the institutional set-up behind the
mismatch was the result of the member states’ deliberate preference. As
the drafting of the EAEU Treaty coincided with the eruption of the
Ukraine crisis in early 2014, Russia’s partners were keen to limit the scope
of integration and, particularly restrict the power of common bodies. With
sovereignty sensitivities ignited, Belarus and Kazakhstan were concerned
about Russia’s ability to dominate the Union and develop a political
dimension to economic integration.®

Finally, the functioning of the EAEU as well as any improvements of
the regime depend on the engagement and continued commitment to
the integration of its member states. This is particularly crucial given the
large number of areas of cooperation, including the completion of the
common market, which are ‘in progress’ and depend on future actions
being taken. Indeed, despite the fact that it inherits developments set in
motion with the 2010 Customs Union and 2012 Single Economic Space,
the EAEU is best understood as a ‘road map’ for cooperation.

This links to another important point. In law, the EAEU operates on
the basis of formal parity between its members reflected in their voting
power and composition of common bodies. Nonetheless, Russia’s lead-
ership in the operation of the Union is hard to dispute. It is evident in
the staffing of the Collegium of the EEC and Russia’s superior ability
to lead and participate in various working groups and joint missions,
particularly in the area of food safety.” It is also a result of its massive
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structural preponderance within the economy of the EAEU, which trans-
lates into a high degree of identification of the EAEU interest with
Russia’s interest.!? Ultimately, it represents the political reality behind the
EAEU, which is largely based on bilateral, Russia-centred hub-and-spoke
patterns of interactions, where the loyalty of members is procured by the
provision of collateral benefits, including political support, cheap energy,
or enhanced security.!!

In this sense, it is of particular importance that Russia’s key interest in
the Eurasian project is primarily (geo-) political. The economic benefits of
EAEU integration for Russia, even with the removal of non-tariff barriers,
have been estimated as trivial.!> Russia certainly derives little economic
advantage from the bloc above and beyond what it can achieve through
bilateral dealings. It is not surprising that Russia has been prepared to
let geopolitics trump the constraints of integration at the expense of the
Union, but also that its interest in the technical minutiae of integration
has not paralleled its enthusiasm for more symbolic wins, such as the
launch and expansion of the bloc. It has certainly been selective in driving
integration, investing primarily in areas where geopolitical considerations
or other domestic priorities have been most prominent.

All this is aptly demonstrated by the case of agri-food trade. In terms of
mutual trade in goods, the EAEU inherited the tariff-free trade arrange-
ments already put in place between its members in a web of bilateral
free trade agreements and related agreements facilitating trade cooper-
ation. These arrangements were critical in eliminating the various annual
exemptions to free trade, which created high uncertainty in bilateral deal-
ings. They did not, however, tackle non-tariff barriers and particularly,
the possibility to apply Sanitary and Phyto-Sanitary Measures (SPS) as
barriers to trade. Despite Belarus’s close alliance with Russia, for example,
it periodically experienced food bans and customs restrictions, largely
perceived as discriminatory and politically motivated.!®> The launch of
the Customs Union in 2010 consolidated the free trade arrangements
already in place, brought about a common Customs Code and the
highly symbolic removal of internal customs controls in 2011. It also
created a new momentum for deeper integration, including the adop-
tion of common technical requirements and other coordination measures.
The EAEU inherited these developments with the idea to embed them
in a more coherent legal and institutional framework and map out an
ambitious agenda for achieving a genuine common market. Nonethe-
less, agri-food trade under the EAEU regime remains inhibited by several
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important obstacles linked to the nature of its institutional regime and
its limited ability to constrain the diverging preferences of its members,
Russia, in particular.

3 FooD SAFETY REQUIREMENTS

While food safety is fundamental to the functioning of the common
market, it is one of the arcas where the obstacles to internal trade are
most pronounced with disputes between the EAEU members continuing
to proliferate. This is largely attributed to the fact that, as aptly described,
the EAEU regime does not amount to a workable single food safety
system but rather a conglomeration of the national systems of its member
states. !4

To start with, it should be pointed out that at the level of the
WTO and the practice of various countries, the regulation of technical
barriers to trade and the use of SPS measures are clearly distinguished
and defined. Russia, however, has followed an approach where in regu-
lating food safety, the boundaries between the two have been blurred.!®
This approach influenced the practice of the Customs Union,'® and was
then inherited by the EAEU. Thus, food safety in the EAEU straddles
issues related to the adoption of Union ‘technical regulations’, which have
included sanitary requirements and procedures with regard to an agreed
list of commodities as well as the framework for SPS control.

In this sense, the area of food safety presents some complications in the
applicable regimes, particularly in relation to products of animal origin.!”
With regard to technical requirements, the EAEU pursues maximum
harmonisation. In law, regulations need to be applied directly in the
member states, without the need of implementing legislation, thus aiming
to reduce the possibility for divergence. In the area of SPS, however,
member states are allowed to impose additional requirements and put
in place additional processes for assessing conformity.!® Indeed, in terms
of SPS controls, the EAEU operates an agreed (soglasovannuin) policy,'”
a term which was deliberately used in drafting the Treaty to designate the
lowest level of interstate cooperation.

In principle, the EAEU Treaty lays down the fundamentals of food
safety policies in line with WTO requirements, dealing with the purposes
of food safety measures, scientific risk assessment, regionalisation of food
safety risk, transparency and the importance of international standards.??
The EAEU system is based on the provision of common mandatory
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requirements and general procedures applying to an agreed list of goods
placed under regulatory control. General sanitary requirements and
procedures for sanitary control were agreed upon by the CU Commission
in 2010.?! They were developed in a number of horizontal technical regu-
lations, such as the 2011 Technical Regulations ‘On Food Safety’, ‘On
the safety of packaging’, and ‘On food products in relation to labelling’.
More detailed mandatory requirements to the products subject to sani-
tary controls were envisaged in specific technical regulations dealing with
certain types of food products, such as meat, milk, grains, fat and oil
products, and fruits.>> These were accompanied by the provision of
common rules on conformity assessment, standard forms of documents
of compliance, and a register of certification bodies. Similarly, in the
area of veterinary controls, there were adopted common requirements
applicable to the commodities subject to veterinary control and agreed
veterinary control procedure to be applied at the EAEU customs border
and throughout its customs territory.?3 This also involved the adop-
tion of uniform veterinary certificates, as well as general rules applying
to different aspects of the veterinary control process, such as laboratory
controls and joint inspections.

These mandatory requirements and procedures have been developed
and continue to be updated at the EAEU level by the EEC, as they were
by its predecessor, the Commission of the CU. Nonetheless, the progress
in adopting and upgrading technical regulations has been slow and
complicated: in the Commission’s own assessment, this is an area plagued
by the delays and perfunctory attitudes of EAEU member states.”*

Related to this is the problem of the control over the compli-
ance with technical regulations. This is an area where discrepancies and
inconsistencies are common. In a recent example, Russia adopted require-
ments regarding the marking and marketing of wine, in addition to the
EAEU technical regulation ‘On the safety of alcohol production’, due
to enter into force in 2021.2° However, the EEC has no powers in this
regard: control is a prerogative of national authorities in accordance with
national systems of food control.?® Inspection, enforcement, or indeed
the pursuit of liability in the case of breaches takes place subject to
domestic legislation and procedures, and is open to significant divergence.
The EAEU Treaty provides that a future international agreement may
harmonise domestic legislations dealing with control over compliance.?”
This, however, has not materialised, nor is there an indication that such
a harmonisation will result in more powers of the Commission. Instead,
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the Commission has sought to respond to problems in this field by issuing
recommendations for improved cooperation between member states.?®

Similarly, the exercise of sanitary and veterinary control is carried out
by domestic authorities applying Union as well as national rules. The
Commission does not participate in joint inspections nor has the authority
to audit the national systems of control.?? Even more importantly, in
contrast to the EU regime,?’ the Commission does not have the right
to adopt temporary SPS measures under any circumstances.

The imposition of temporary SPS measures is the exclusive right of the
member states. It can be triggered by notification by another member
state of problems or measures adopted on its territory, but also by the
imposing state’s own finding of a violation of technical regulations or a
‘deterioration of the sanitary-epidemiological situation on the territory
of member state’.3! This allows for a wide discretion in the imposition
of temporary SPS measures, subject only to the requirement to follow
a process for mutual notification and consultation, introduced in May
2016.32 This is especially problematic given the important gaps in the
common SPS regime in key areas, such as the definition of deteriora-
tion or threat, or how a risk analysis should be conducted.®3 Indeed, in
the Commission’s own assessment, ‘Union law does not define the key
terms related to temporary SPS measures, the justification for their intro-
duction and contents, which can give rise to inappropriate use of such
measures’.3*

All this gives rise to two important problems. Firstly, food safety ulti-
mately depends on the capacity and effectiveness of the domestic systems
for inspection and enforcement. This underscores the importance of the
quality of domestic institutions and the need for their modernisation.
However, this conclusion jars against the fact that the EAEU project
explicitly lacks a ‘governance’ dimension. Accession to the EAEU, for
example, does not depend on preparedness to implement the various
EAEU requirements, nor is support for developing domestic capacity a
part of any EAEU equivalent of the EU structural and regional funds.
The rudimentary state of SPS control facilities of Kyrgyzstan, for example,
was well known to members of the EEC,3® yet Russia’s geopolitical prior-
ities prevailed in pressing for its fast accession. It is telling that Kazakhstan
refused to remove its phytosanitary posts from the border with Kyrgyzstan
until October 2016, following pressure at the EAEU level.
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A closely related problem is that of the corrupt practices of the various
national agencies for inspection and certification. Indeed, there have been
abundant demonstrations that a domestic ‘market for documents’ has
developed in several countries,3¢ undermining the integrity of the system.
This is particularly problematic in areas, such as the issuance of veterinary
certificates, which are subject to mutual recognition across the Union.%”

Secondly, this decentralised nature of the SPS regime opens the possi-
bility for arbitrary or opportunistic use of restrictions. The EAEU Treaty
provides that SPS measures and import bans should not represent unjus-
tifiable discrimination of a disguised restriction on trade and should only
serve a list of agreed purposes.®® Yet, Russian SPS measures continue
to be perceived by Belarus as driven by protectionist or political moti-
vations. Russia’s 2018 ban on dried milk, for example, was interpreted
as an attempt to curtail the entry of the cheaper, subsidised Belarussian
products.3?

Both these problems culminated in the context of Russia’s food
embargo, as will be examined next.

4 RussiA’s Foop IMPORT BAN
AND Its ErreEcTts oN FEAEU RELATIONS

It is not an exaggeration to say that at the same time as the EAEU
was being launched as an integration-enhancing project, it was crippled
by the consequences of Russia’s decision to ban food imports from the
EU, the U.S. and a range of other countries, initially imposed in August
2014 and extended to the end of 2022.% Given the refusal of Belarus
and Kazakhstan to agree on a Union-wide ban, this unilateral action
meant that the very logic of functioning as a customs union based on a
common external trade policy was undermined.*! Similarly, complications
arose following an import ban on Ukrainian agri-food products in 2016
and also extended to the end of 2022. There were also transit restric-
tions through Ukraine so that Kazakh and Kyrgyz importers faced higher
transaction costs, leading to the actual economic detriment.

In the absence of an EAEU-wide framework, Russia’s options to
enforce its import ban have been limited. To start with, Belarussian
President Lukashenko pledged to cooperate in securing the control of
the EAEU external borders.*> This was also an opportunity to increase
Belarus’s food exports to Russia as well as help alleviate Russian consumer
losses from the collapse in imports. Yet, as widely discussed, the reality was
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a boom in ‘contraband’ trade in dairy, fruit, fish products, and others,
using a variety of schemes, such as relabelling, falsifying certificates of
origin, and violating transit rules. While the case of Belarus has been
publicised most, the other partners did not shy from seeking to profit
from the sanctions regime either.

With its initial offers to set up joint missions at the Union customs
borders and engage in other forms of customs cooperation rejected,
Russia resorted to introducing customs and food safety checks in areas
bordering on Belarus and Kazakhstan. In effect, this not only caused
traffic delays but rolled back the integration achievements already made,
resulting in the emergence of a de facto two-tier customs regime.*3
Furthermore, Moscow sought to defend its market as well as place pres-
sure on Belarus to abandon its policy of profiting from the sanctions
through the extensive use of temporary SPS measures. For example, while
pointing out the presence of antibiotics in violation of EAEU food safety
requirements, Rosselkboznadzor also referred to a systemic, organised falsi-
fication of milk products and the certificates accompanying them.** This
pushed the agency to move from enterprise bans to a sectoral ban on the
import of some milk products in the spring of 2018, which was eventually
retracted.

Given the decentralised nature of the SPS system, throughout this
period, the main form of seeking progress in resolving the recurrent
disputes was through bilateral dealings, with joint working groups being
set up and annual road maps adopted. At the same time, both sides also
sought to use the EAEU platform, which exposed the deficiency of the
common institutions even further. Belarus was successful in mobilising its
Commissioners to lobby for its case, arguing that ‘violations unconnected
to veterinary risks should not be the basis for the imposition of restric-
tive veterinary measures’.*> Following the 2018 ‘milk war’, the EEC
Collegium sided with Belarus adopting several decisions calling on Russia
to remove various measures representing obstacles to the functioning of
the internal market contrary to the requirements of the EAEU Treaty.*0
In particular, the Commission took the view that there is no EAEU legal
mechanism for a country to refuse to recognise a veterinary certificate
adopted by other country’s authorities.*” Given the limited powers of the
Commission, however, the effect of its notifications to Russia remained
largely symbolic, with disputes entering the province of highest level of
political bargaining.
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At the same time, Russia sought to address the problem of contra-
band goods or ‘grey’ trade (seryi oborot) at the EAEU level by leading
on key developments. For example, in February 2018, an agreement on
product marking was successfully signed by the EAEU member states.
It aims at unifying the different countries’ approaches to the product
marking and, thus, improving the traceability of certain products. In May
2019, an Agreement on the traceability of products imported into the
EAEU customs territory was also signed. It is expected to help reduce the
circulation of illegal goods and increase business transparency. It is also
unsurprising that Russia has seen the development of the digital agenda in
the EAEU as one of its top priorities over other areas in need of attention.
Yet, as Kofner points out, there remain a range of technical difficulties
in harmonising domestic digital tracing systems, not least because of the
prominence of private business interests involved in their operations.*

5 COOPERATION IN THE FOOD SECURITY AGENDA

As extensively discussed elsewhere, over the last decade, Russia’s food
policy has been defined by its food security agenda.*” Russia’s Food Secu-
rity Doctrine, adopted in 2010, pursued self-sufficiency through assistance
for domestic agricultural production in addition to restrictions on specific
imports. This was given a new impetus by the food embargo of August
2014, which was followed by Moscow’s launch of an extensive import
substitution policy in October 2014. Against this background, food secu-
rity acquired a distinct political and security importance, affecting Russia’s
preferences vis-a-vis developments in the EAEU.

This is an area where Russia’s leadership has been in full display. This
was possible also because food security was already an important issue
in the region. For example, Armenia adopted a food security law in
2002; Belarus adopted its own Food Security Concept in 2004; Kaza-
khstan included food independence in its 2005 Law on state regulation
of the development of the agricultural complex and rural territories;
and Kyrgyzstan passed a law on food security in 2008. These acts were
followed by various programmes, concepts, and strategies detailing and
updating the food security agenda. While the definitions of food secu-
rity, the targets set for self-sufficiency of the domestic production of
different commodities and the domestic support measures to achieve
them varied widely,?® the general concern was shared as was its asso-
ciation with the wider issue of national security. Furthermore, Food
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Security Concepts were adopted at the regional level of some of the
preceding integration projects, namely the Eurasian Economic Commu-
nity in 2009 and the Commonwealth of Independent States in 2010,
which to a large extent reflected the Russian concept and food security
targets. Recently, a EAEU-wide Concept was drafted and distributed for
consultation. As a result, the EEC has monitored the levels of domestic
self-sufficiency, producing ‘league tables’ of the progress of the different
countries towards this goal.

Against this background, the EAEU Treaty provided somewhat
broadly for the achievement of a coordinated agricultural policy ‘to opti-
mise the volumes of production’, ‘satisty the needs of the common
agricultural market’, and ‘increase the export of agricultural products and
food’.%! This was a distinctly decentralised policy, carried out by ‘reg-
ular consultations of the representatives of the member states, organised
by the Commission’ and followed by the adoption of recommenda-
tions.®> The centrepicece of this coordination was the mutual sharing of
the programmes to support the production of an agreed list of sensitive
agri-foods. This list adopted in 2016 included milk and milk products,
meat and meat products, vegetables, fruits, rice, seeds, sugar, cotton, and
tobacco.?® Furthermore, the Treaty in its Annex 29 attempted to formu-
late some common principles for the adoption of state support depending
on their effect on mutual trade, requiring member states to abstain from
the adoption of certain measures. Nonetheless, as in other cases, any
disputes with regard to this area of cooperation are to be resolved by inter-
state consultations, with the Commission performing a purely facilitating
function.

The Commission has argued that national import substitution
programmes should be developed with a consideration of EAEU imports
so as to help the specialisation and competitive advantage of the different
member states.®® In this area, Russia has shown some interest in
expanding the import substitution agenda to the level of the EAEU.
In July 2020, a EAEU Road-Map on the development of agricultural
industry was adopted, which moves forward cooperation in this field.>®
However, Russia was reluctant to open its public procurement market
to EAEU companies, which attracted many complaints, especially by
Belarus, alleging distortion of the common market. In 2018 Russia finally
admitted EAEU companies to its import substitution programme. Never-
theless, as commentators point out, there remain numerous substantial
obstacles to EAEU companies taking part in Russian tenders.>®
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6 FEAEU’S EXTERNAL AGREEMENTS

One area where the EAEU boasts a potential to make a difference to its
members’ external trade is in fostering relations with third parties. Indeed,
the EAEU has been active in signing various cooperation memoranda and
negotiating trade deals across the globe. To date, the EAEU has success-
fully signed free trade agreements with Vietnam (2015), Iran (2018),
Singapore (2019), and Serbia (2019). Certainly, one might expect that
such agreements might contribute to Russia’s geographical reorientation
of post-sanction imports as well as crate new export opportunities. Yet,
the benefits of these agreements so far can be described as marginal.

The agreement with Vietnam is a case in point (see also Chapter 7).
It provides for the liberalisation of 88 percent of trade in goods, with 59
percent of tariff eliminated upon entry into force and 29 percent removed
over a five to ten-year period.’” In terms of export opportunities, the
agreement hailed the possibility of reaching a market of 90 million people.
It secures the immediate removal of tariffs on key commodities, such as
wheat and linseed. It also creates opportunities for growing markets in
products, such as milk, poultry, and confectionaries, subject to transi-
tion periods. In terms of imports, the agreement liberalises the access of
goods, such as fish, rice, and fruit. Yet, it excludes competing ‘sensitive’
commodities, such as meat, milk, tea, coffee, and sugar, thus protecting
domestic producers. Furthermore, the EAEU reserves the asymmetric
right to apply trigger safeguard measures to control the volume of some
imports, such as rice. It similarly relies on quotas and the application of
non-tariff barriers, including SPS measures.>® Protectionist measures were
particularly relevant to the case of Belarus, which stood to lose most from
free trade with Vietnam >’

Five years on, not all EAEU members have benefitted from the agree-
ment.%” Trade data shows that Russia’s total imports from Vietnam have
grown, while its exports have been more erratic.%! Yet, ultimately, the
economic significance of this agreement is limited given Vietnam’s share
in the EAEU members’ external trade. Even for Russia, which accounts
for the highest volume of EAEU trade with Vietnam, this share is less
than 1 percent.®?

The picture is similar in terms of the temporary FTA with Iran,
accounting for 0.28 percent of Russia’s external trade in 2018. During
the first eight months of 2020, total trade between the EAEU and Iran
totalled about $2 billion USD, of which, food and agricultural goods



238 R DRAGNEVA

amounted to $939 million USD.%3 Furthermore, the temporary agree-
ment with Iran is limited in its scope and commitments on both sides.®*
It applies to a short list of commodities, representing about 50 percent of
existing trade. The EAEU liberalises tariffs on mostly non-sensitive goods,
whereas trade in some competing goods, such as vegetables, is restricted
to seasonal preferences. In November 2020, however, it was reported that
the EAEU and Iran would sign a permanent free trade agreement, which
presumably would increase trade and remove current restrictions.%®

This trend is even more pronounced with regard to the recently signed
FTAs with Singapore and Serbia. As Singapore already operates a duty-
free access, in the words of the Commission, an FTA ‘is not of interest
to the CU members by virtue of its foreign trade effects’.°® Similarly, the
agreement with Serbia consolidates existing agreements and offers few
new advantages to bilateral trade with Moscow.

The EAEU has also been negotiating agreements with Israel since
2015 and with Egypt and India since 2016. In terms of the attrac-
tion of Israel, like with Singapore, its key benefits lie outside trade in
goods. While Russia is likely to benefit from grain exports and fruit
and vegetable imports from an agreement with Egypt, negotiations have
been slow. Reaching an agreement with India is even more problematic.
EAEU assessments show significant negative effects of deepened engage-
ment with India particularly for Belarus, short of exemptions relating to
dairy and meat products.®” At the same time, given India’s protectionist
record, the extent of market access concessions to obtain should not be
overestimated.

While some opportunities are created by these agreements, they are not
concluded with major trade partners and the primary reason for pursuing
them has not been economic. Above all, they align with Russia’s partic-
ular geopolitical objectives in the respective regions, while promoting an
agenda to establish the EAEU as an internationally recognised player.®®
They are more about Russia’s regional clout and the economic alignment
with important geopolitical shifts rather than about trade liberalisation.
Improved market access has been more part of their justification rather
than their impetus. Ironically, the very fact that they cover small volumes
of trade has helped make them possible in achieving the consensus for
signing them in the face of domestic protectionist pressures.®’

In this sense, it is notable that the bulk of the growth in Russia’s
external markets since 2014 has been outside the framework of EAEU’s
free trade agreements. At the same time, while the prominence of trade
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with China has grown and cooperation opportunities at the level of the
EAEU have been explored, the possibility for a free trade agreement is
not on the table. Instead, in 2018 the EAEU signed a non-preferential
agreement designed to serve as the basis for future economic relations.
Yet, in terms of its contents, this is primarily a politically symbolic agree-
ment, with little added value to cooperation other than restating existing
WTO commitments.

7 How TrRaADE FLows HaveE CHANGED

Against this background, it is not surprising that the picture of agri-food
trade in the EAEU presents mixed results. To start with, the EAEU inher-
ited a rising trend in mutual agri-food trade between Russia, Belarus, and
Kazakhstan despite declines in total trade in 2012.7° The launch of the
EAEU was marked by a sharp currency depreciation against the U.S.
dollar, and the entry into force of Russia’s import food ban, which led
to a reduction in Russia’s total agri-food imports in 2014 and 2015.7!
This trend was also reflected in trade with Russia’s EAEU partners (see
Fig. 1), even though as the EEC notes, the fall in agri-food trade was not
as pronounced as the fall in other commodity groups.”?
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Fig. 1 Value of Russia’s agri-food imports from the EAEU (million USD)
(Source Author’s calculations based on EEC’s Statistics on trade in agri-food
products)
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Since 2015, there has been a gradual yet important increase in Russia’s
agri-food imports from the EAEU, indicating that geographical reorien-
tation as a result of the sanctions war has taken place. This increase has
been fairly unequal across EAEU partners: imports from Armenia and
Kyrgyzstan have grown at a higher rate than imports from Kazakhstan and
Belarus. Nonetheless, imports from Belarus continue to account for the
largest share of Russia’s food supplies, particularly in commodities such as
milk and meat. Indeed, Belarus has been seen as one of the distinct ‘win-
ners’ in increasing its share of food imports to Russia, even though there
has been some scepticism as to how much of this trade has represented
re-export of EU foods.”® A closer look at the dynamics of imports from
Belarus (see Fig. 2) suggests that the effect of trade disputes has been
significant and USD dollar volumes of trade have still not matched the
peak years of 2013-2014.

It should be noted that the value of agri-food imports from the EAEU
has grown at a faster rate than imports from the rest of the world (see
Fig. 3). Yet, as with external trade, this rate has slowed down significantly
after 2017, which may also be attributed to the effects of Russia’s import
substitution policy. Furthermore, the share of internal trade remains
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Fig. 2 Dynamics of Russia’s agri-food imports from Belarus (million USD)
(Source Author’s calculations based on EEC’s Statistics on trade in agri-food
products)
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Fig. 3 Russia’s agri-food imports and exports from the EAEU and rest of
the world (RoW) (million USD) (Source Author’s calculations based on EEC’s
Statistics on trade in agri-food products)

significantly lower than external agri-food trade, pointing to the promi-
nence of other geographical regions in replacing the countries subject to
the import ban.

Russia remains a net food importer from the EAEU. It has increased
its exports to the EAEU albeit at a rate slower than its exports to the rest
of the world.”*

8 OuTtLoOK

Over the last decade, Russia sought to increase its influence in the global
food trade while promoting its geopolitical priorities. At the same time,
it committed to deep economic integration within the 2010 Customs
Union and the EAEU, including the creation of a common internal
market and the pursuit of a common external trade policy. In this sense,
the EAEU has the potential to enhance Russia’s policy options in the
international arena while growing regional trade.
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As the discussion in this chapter shows, however, the EAEU has had
a trivial role in affecting Russia’s policy choices. Given the bloc’s insti-
tutional characteristics and structure, Russia’s has proved able to deviate
from the constraining obligations under the EAEU regime. It has been
able to assert its interests regardless of the costs to its partners and the
integration project as a whole. At the same time, it has allowed Moscow
to use the EAEU platform to further its own priorities with limited
commitment to its partners, as the example of the import substitution
agenda demonstrates. Given Russia’s leadership within the organisation,
the EAEU has provided it with the regional clout to enter FTA with
politically strategic partners. Yet, in trade terms, the potential of these
agreements has been limited.

At the same time, for Russia, dealing in the context of the EAEU
framework has not been problem-free. Ironically, the decentralised nature
of the EAEU agri-food regime combined with the weakness of domestic
institutions in the EAEU member states has meant that Moscow has
struggled to enforce its import food ban. Furthermore, the weakness of
the common regime has also meant that the EAEU continues to perform
below its potential, particularly in growing mutual trade through the
elimination of non-tariff barriers.

The problems of the EAEU have often been attributed to ‘under-
integration’, or the insufficient extent to which member states have
committed to creating a robust institutional regime for eliminating
internal obstacles to trade.”® The latest ‘Strategy for the Development of
Eurasian Integration Until 2025 has reflected on this issue, declaring the
importance of the completion of the common market and the improve-
ment of the EAEU regulatory regime.”® Nonetheless, it is questionable
if these issues can be sorted out without a radical change in the institu-
tional setting of the Union, even if plans and programmes continue to
proliferate. Indeed, as wisely observed, drawing up a roadmap to address
sticking points, is ‘the EAEU’s favourite method for kicking things into
the long grass’.””

Against this background, it can be expected that some improvements
of the Union regime will take place: particularly in areas aligning with
Russia’s interest, such as digital tracing of origin. However, the deeper
structural problems behind it, both at Union and domestic governance
levels, are likely to persist without a change in the fundamental prefer-
ences and modes of operation of the EAEU member states. In this sense,
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while the EAEU will continue to add to Russia’s image as a bloc leader,
it is unlikely to make a major difference to the essence of its policies.
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