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FOREIGN ECONOMIC POLICY OF THE EURASIAN ECONOMIC  

UNION: THE CASE OF FREE TRADE AGREEMENTS 
The Eurasian Economic Union (EAEU) is 
not only seeking to promote trade between 
its member states, but also paying much at-
tention to foreign economic policy by sign-
ing free trade agreements (FTAs) with third 
countries. In this context, the EAEU signed 
an FTA with Vietnam, an interim trade 
agreement with Iran, and a trade and eco-
nomic cooperation agreement with China. 
The list of potential trade partners also in-
cludes Moldova, Serbia, Israel, Syria, Egypt 
and some members of the Association of 
Southeast Asian Nations. On October 1, 
2019, Armenia hosted a regular summit of 
the EAEU during which an FTA between 
Singapore and the EAEU was signed. Based 
on the example of this agreement, it is im-
portant to analyze regionalism (which in-
cludes all types of preferential trade agree-
ments) as the foreign economic policy of the 
EAEU to show its features and make policy 
recommendations. 
According to the Eurasian Economic Com-
mission (EEC), Singapore will provide 
duty-free market access for the products of 
the EAEU, while the EAEU will nullify tar-
iffs for 40% of all Singapore’s exports to the 
countries of the union immediately after the 
agreement’s entry into force. After transi-
tion periods, which will last from 3 to 10 
years, this share will be increased to 87%. 
The EEC recognizes that Singapore has a 
liberal trade policy and doesn’t apply import 
tariffs. The agreement can be considered as 
a guarantee from potential changes in the 
Singapore’s trade policy. 
Indeed, trade policy of Singapore is liberal. 
Despite the simple average final bound tariff 
rate is 9.5%, simple average most-favored 
nation applied and trade weighted average 
tariff rates are zero or close to zero. Thus, 
Singapore, as a member of the WTO, does 
not apply any discriminatory policies to-
wards its trade partners. 
In fact, the EAEU members have insignifi-
cant share in Singapore’s total trade. Calcu-
lations based on the International Trade 
Centre data show that the share of Russia is 
the highest and in 2018 equaled 1.6% and 
0.14% in Singapore’s imports and exports, 
respectively. In the same year, the shares of 
Kazakhstan in Singapore’s imports and ex-
ports were equal to 0.06% and 0.005%. The 
bilateral trade indicators between Belarus 
and Singapore are even lower. Moreover, 
the other members of the EAEU, Armenia 
and Kyrgyzstan has had continuous trade re-
lations with Singapore only since 2011. To-
tal trade between Armenia and Kyrgyzstan 
and Singapore in 2018 was low and equaled 
$2.07 million and $2.7 million, respectively. 
Bilateral trade flows mainly consist of ex-
ports of mineral fuels from the EAEU and 

imports of manufactured products from Sin-
gapore. For instance, in 2018, the shares of 
mineral fuels in total exports of Russia and 
Kazakhstan were equal to 97% and 99%, re-
spectively, while 58% and 41% of Singa-
pore’s exports to Russia and Kazakhstan 
consists of machinery, mechanical appli-
ances, electrical machinery and equipment. 
It should be noted that by importing crude 
petroleum oils from Russia and Kazakhstan, 
Singapore exports processed petroleum 
products to these countries as it has a well-
established and developed oil industry. In 
2018, the export shares of processed petro-
leum oil in total exports of Singapore to 
Russia and Kazakhstan were equal to 14% 
and 15.5%, respectively. 
It should be mentioned that trade in mineral 
products is usually free of tariffs. Then, why 
the EAEU countries are keen on establishing 
different FTAs? According to the classic ex-
planation, countries form FTAs for the re-
ciprocal tariff reduction (elimination). By 
doing so, countries grant each other a pref-
erential market access. Nowadays, the theo-
ries of international trade identify different 
complicated reasons in addition to the clas-
sic one. According to the ‘Domino theory’, 
forming a new union or a deepening of an 
existing one creates ‘pressure for inclusion’ 
in the countries, which are not in the union, 
as the result of trade and investment diver-
sion and this pressure increases with the size 
of the trade bloc. Recent trade agreements 
have evolved and gone beyond import tariffs 
and quotas into regulatory rules and harmo-
nization and they strengthen politically 
well-connected firms. The majority of econ-
omists criticize preferential trade agree-
ments as a source of fragmentation of the 
global economy, which usually causes trade 
diversion. Rules of origin, existing in the 
FTAs, and overlapping FTAs cause what 
prominent economist Jagdish Bhagwati 
calls ‘spaghetti bowl effect’. They distort 
global value chains and represent an instru-
ment for trade protection. Rules of origin are 
costly to abide by, so exporters often prefer 
to pay tariffs. Indeed, only 29% of Japanese, 
20.8% of South Korean and 20% of Philip-
pine exporting firms were utilizing relevant 
FTAs. The percentage of exporting firms us-
ing FTA preferences in Singapore is only 
17.3%. Thus, the FTA with Singapore 
seems to be a traditional one that aims at 
preferential market access as neither from 
the ‘new generation’ trade agreements could 
serve as an important reason. Taking into 
consideration liberal trade policy of Singa-
pore, this agreement shows the EAEU’s 
willingness for liberalization and conces-
sions, which is beneficial for producers of 
Singapore. Existing low or close to zero tar-
iffs cannot be considered as barriers for the 

EAEU-Singapore bilateral trade. The basic 
issues here are distance (which has the high-
est contribution to the total trade costs) and 
economic structures of the EAEU countries. 
Therefore, in order to increase gains from 
trade, the EAEU countries should take into 
account following issues while forming new 
preferential trade agreements. 
First, there is an evidence that not all prefer-
ential trade agreements are created equal 
and have different motives. Therefore, the 
EAEU enlargement should send a clear mes-
sage for the business of the Eurasian region 
about its intentions and motivation, explain-
ing potential gains for regional producers. 
Guarantees from possible trade policy 
changes, as in the case of Singapore, are im-
portant, but not enough due to the level of 
bilateral trade, which is low, and for some 
members occurs only periodically. The best 
policy for the EAEU is to follow business 
driven regionalism, escaping politics based 
FTAs, as the intentions of any trade agree-
ments should be economic gains. 
Second, it is worth noting that international 
trade can contribute to industrial rise. The 
Eurasian region needs industrialization and 
development of the manufacturing and agri-
cultural sectors, products of which can be 
exported to the global market and to the 
markets of the largest trading partners. In 
particular, the EAEU members should ac-
tively be involved in trade negotiations with 
the European Union. This is important due 
to spillover effects of international trade. 
These effects include the transfer of 
knowledge, technology and management 
practices. Indeed, there are large spillover 
effects from imports from foreign R&D-
abundant countries on domestic productiv-
ity. 
Third, it is important for the region to be a 
part of global value/production chains, gen-
erally led by developed industrial countries. 
Understanding the 21st century trade pat-
terns and creating conditions to attract mul-
tinational and other technologically devel-
oped firms will increase industrial capacity 
of the EAEU. The FTA with Singapore can 
become a starting point for this policy in the 
EAEU. These measures will require com-
prehensive policy reforms. It is also im-
portant to note that the regional economies 
should recognize the primacy of the multi-
lateral trading system, which achieved a 
high level of liberalization and opens more 
opportunities than overlapping FTAs. 
Thus, regionalism based on business inter-
ests, aimed at industrial rise and creating 
value chains through free trade with techno-
logically advanced countries within the 
norms of the multilateral trading system can 
be the optimal option for the Eurasian Eco-
nomic Union. 



 

 

 Russian President Vladimir Putin and 
Turkish President Recep Tayyip Er-
dogan held six-hour talks on Syria in the 
Black Sea resort city of Sochi. As a re-
sult, the parties agreed to conduct joint 
military patrols in northeastern Syria 
and, in coordination with the Syrian 
government forces, remove Kurdish 
militants from the border area (Radio 
Free Europe/Radio Liberty, 
22.10.2019). 

 A joint military exercise for peacekeep-
ing forces of the CSTO member states, 
dubbed Unbreakable Brotherhood 
2019, was conducted at the Harb-Mai-
don training ground in Tajikistan’s 
southern Khatlon province. More than 
3,000 servicemen along with armored 
vehicles, artillery, ground-attack air-
craft and combat helicopters took part in 
the two-stage drill (Asia-Plus, 
21.10.2019). 

 Georgian Defense Minister Irakli Gari-
bashvili attended the ministerial meet-
ing of the North Atlantic Council held at 
the NATO Headquarters in Brussels and 
spoke on Georgia’s contribution to the 
NATO-led Resolute Support Mission in 
Afghanistan. He also met with NATO 
Secretary General Jens Stoltenberg to 
discuss NATO-Georgia cooperation 
mechanisms and Tbilisi’s Euro-Atlantic 
integration aspirations (Ministry of De-
fense of Georgia, 25.10.2019). 

 During his official visit to Kazakhstan, 
President of Belarus Alexander 
Lukashenko held talks with President 
Kassym-Jomart Tokayev to discuss bi-
lateral cooperation in the political, cul-
tural and humanitarian fields, as well as 
within international institutions. The 
parties focused on developing trade and 
economic collaboration, including in 
agriculture, transport and logistics, the 
petrochemical sector, and information 
technology (Akorda, 25.10.2019; Bela-
rus24.by, 24.10.2019). 

 Baku hosted the 18th summit of heads of 
state and government of the Non-
Aligned Movement member countries. 
At the event held under the motto “Up-
holding Bandung principles to ensure a 
concerted and adequate response to the 
challenges of the contemporary world”, 
the chairmanship in the movement for 
2019-2022 was handed from Venezuela 
to Azerbaijan (Trend, 25.10.2019). 

 During his official visit to Turkmeni-
stan, Prime Minister of Malaysia Ma-
hathir Mohamad held talks with Presi-
dent Gurbanguly Berdimuhamedov, 
covering a wide range of bilateral, re-
gional and international issues of mu-
tual interest. The parties agreed to ex-
pand cooperation in the political, eco-
nomic, trade, energy, industrial, tech-
nology, logistics, cultural and humani-
tarian fields and signed a package of 
documents (MFA of Turkmenistan, 
27.10.2019). 

 The OSCE and the UN Office on Drugs 
and Crime organized, with Germany’s 
support, a three-day training course on 
countering terrorist financing in Tash-
kent for 25 Uzbek experts and law en-
forcement officers. The curriculum in-
cluded sessions on national, regional 
and transnational threats, sources of in-
formation and money flows, including 
hawala, as well as practical exercises 
(OSCE, 25.10.2019). 

 The Tbilisi Silk Road Forum was held 
for the third time in Georgia’s capital, 
attracting 2,000 government officials 
and business representatives from 
around 60 countries. During the two-
day event, the participants discussed op-
portunities for enhancing trade, eco-
nomic and investment cooperation be-
tween Asia and Europe and held 300 bi-
lateral and multilateral meetings 
(Agenda.ge, 23.10.2019). 

 The meeting of the Council of the U.S.-
Central Asia Trade and Investment 
Framework Agreement (TIFA) was 
held in Washington. Senior government 
officials of the United States and five 
Central Asian countries focused on ex-
panding trade, transit and investment 
opportunities and creating a favorable 
business environment to facilitate re-
gional private sector activity. The par-
ties paid special attention to issues of in-
tellectual property rights and digital 
trade (USTR, 23.10.2019). 

 The meetings of the Council of CIS 
Heads of Government and the Eurasian 
Intergovernmental Council were held in 
Moscow. At the first event, the parties 
adopted the concept of cooperation in 
the field of digital development of soci-
ety and the information security strat-
egy. At the second event, the parties dis-
cussed mutual cooperation within the 
framework of the digital agenda and in 
the areas of veterinary and the agro-in-
dustrial complex (Primeminister.kz, 
26.10.2019). 

 The agreement on trade and economic 
cooperation between the EAEU and 
China came into force following the 
completion of the ratification proce-
dures. The document provides a legal 
framework for cooperation between the 
EAEU member states and China on a 
wide range of issues, such as customs 
control, sanitary and phytosanitary 
measures, trade protection, e-com-
merce, and intellectual property (Kazin-
form, 26.10.2019). 

 The delegation representing Kazakh-
stan’s public and private sectors took 
part in the Kazakhstan Global Invest-
ment Forum 2019 held in London. The 
Kazakh side presented business and in-
vestment opportunities offered by the 
country to over 200 executives from the 
manufacturing, agricultural, chemical, 
mining, financial, alternative energy, lo-
gistics and digital technology fields 
(MFA of Kazakhstan, 24.10.2019). 

 According to Kazakhstan’s Minister of 
National Economy Ruslan Dalenov, the 
volume of oil production in the country 
will increase from 90 million tons in 
2020 to 100 million tons in 2024. The 
increase will be achieved through ex-
panding the Tengiz, Karachaganak and 
Kashagan fields and commissioning 
new offshore fields (Tengrinews, 
24.10.2019). 

 According to Uzbekistan’s State Statis-
tics Committee, 186,432 passenger cars 
were produced in the country in Janu-
ary-September 2019, which is a 40.4% 
increase compared to the same period of 
2018. At the same time, there is a sig-
nificant increase in the production of 
trucks (4,028 units) and automobile en-
gines (140,201 units) – by 33.2% and 
44.7%, respectively (Tashkent Times, 
22.10.2019). 

 The German Development Bank will fi-
nance the modernization of the National 
Research Institute of Obstetrics, Gyne-
cology and Neonatology in Dushanbe as 
part of the program to improve maternal 
and child healthcare in Tajikistan. 
Funds for the €9 million euro program 
were allocated under the Tajikistan-
Germany intergovernmental agreement 
on financial cooperation for 2016-2017 
(Asia-Plus, 22.10.2019). 

 At the high-level international confer-
ence held in the Uzbek city of Nukus, 
the government of Uzbekistan and the 
UN agreed a draft special UN General 
Assembly resolution on declaring the 
Aral Sea region as the zone of environ-
mental innovations and technology. The 
initiative to create such a zone was put 
forward by Uzbek President Shavkat 
Mirziyoyev in August 2018 (Tashkent 
Times, 28.10.2019). 

 TURKSOY organized a commemora-
tive event at its headquarters in Ankara 
devoted to three illustrious personalities 
of the Kazak people and the Turkic 
World who were also prominent activ-
ists of the Alash movement – Saken 
Seyfullin, Ilyas Jansugirov and Beyim-
bet Maylin. On the occasion of their 
125th anniversaries, TURKSOY also 
published a book about their lives and 
enormous contribution to the enrich-
ment of Turkic culture (TURKSOY, 22-
27.10.2019). 

 The remains of a man in a helmet and 
belt covered with gold was found, along 
with other golden items, at a depth of 
5.7 meters in one of 15 ancient burial 
sites located in the Temir district of Ka-
zakhstan’s Aktobe region. Archeolo-
gists who discovered the sites dating 
back to the fifth century BC plan to 
study the entire burial ground in the next 
three years (Kazinform, 26.10.2019). 

 According to a report released at the 
Halal in Travel Asia conference in Sin-
gapore, Uzbekistan became one of the 
most attractive countries for Muslim 
tourists. It was ranked eighth in the top-
10 OIC member countries in terms of 
security and religious tolerance, along 
with Qatar, Oman, Brunei, Turkey, the 
UAE, Kuwait, the Maldives, Indonesia 
and Malaysia (Kun.uz, 23.10.2019). 

 According to the Global Wealth Report 
by the Credit Suisse Research Institute, 
Armenia and Georgia belong to coun-
tries with lower middle income, and 
Azerbaijan is included in the upper mid-
dle income group. As of 2019, the over-
all wealth of Armenian citizens is esti-
mated at around $42 billion, while the 
same indicator for Georgia and Azerbai-
jan is $37 billion and $83 billion, re-
spectively (News.am, 22.10.2019). 

 According to the Georgian Civil Avia-
tion Agency, the Irish low-cost airline 
Ryanair will enter the country’s aviation 
market starting November 2019. Rya-
nair will offer direct flights to Europe – 
from Tbilisi to Milan and from Kutaisi 
to Marseille and Bologna (Agenda.ge, 
25.10.2019). 
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