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ANALYSIS

Russia And the Customs Union With Kazakhstan And Belarus
By Sherzod Shadikhodjaev, Seoul, South Korea

Abstract 
The Customs Union of Russia, Kazakhstan and Belarus is a product of “diverse speed” integration in the 
post-Soviet space. It consists of both free trade arrangements among its members and a common commer-
cial policy towards third countries. Russia has a keen interest in this project because, inter alia, it opens up 
new opportunities for both foreign and Russian investors, keeps the Eurasian Economic Community in 
operation and represents an important tool for Russia to increase its economic and political influence in 
the region. On the other hand, the Customs Union limits Russia’s sovereignty in foreign trade policy, and 
requires coordination with its partners on issues of common jurisprudence and interest. 

Chronological Overview of the Formation 
of the Customs Union
Since the collapse of the Soviet Union in 1991, Russia 
and other countries in the post-Soviet space have been 
involved in various integration processes in order to 
maintain and further develop historically established 
relations through new regional arrangements, such as 
the Commonwealth of Independent States (CIS) com-
prising 12 countries, the Collective Security Treaty 
Organization, “GUAM” (which stands for Georgia, 
Ukraine, Azerbaijan and Moldova), the Eurasian Eco-
nomic Community (EurAsEC) and others. Among 
these integration schemes, the Customs Union of Rus-
sia, Kazakhstan and Belarus is an important project for 
strengthening economic cooperation in the CIS region. 

The idea of creating a customs union in the post-
Soviet period dates back to 24 September 1993, when 
the CIS countries signed the Economic Union Treaty 
that envisaged the launch of an economic union fol-
lowing the formation of a multilateral free trade associ-
ation, a customs union, a common market, and a cur-
rency union. Such an economic union was perceived 
to comprise free movement of goods, services, capi-
tal and labor; coordinated policy in monetary, budget-
ary, fiscal, and external economic issues; harmonized 

economic legislation as well as a single statistical data-
base. As for the CIS customs union, it targeted the full 
removal of tariff and non-tariff barriers to the move-
ment of goods and services, and the establishment of 
a common customs tariff and coordination of external 
trade policy towards non-signatory countries. The Eco-
nomic Union Treaty was just a framework agreement 
to be put into practice by a number of more specific 
agreements, including the 1994 Agreement on the For-
mation of a Free Trade Area (CIS FTA)—an area with 
no internal trade barriers. However, multilateral trade 
integration within the CIS-12 framework has faced cer-
tain challenges. Firstly, as the signatories failed to work 
out a common list of goods exempt from the multilat-
eral regime, they agreed to identify such exceptions in 
bilateral documents and then to gradually abolish them. 
Secondly, the provisions outlining the aim of a transi-
tion to a customs union were removed from the treaty 
as a result of amendments introduced by a protocol on 
2 April 1999. Thirdly, neither the CIS FTA nor the pro-
tocol has ever been ratified by Russia. Finally, the integ-
rity of a single multilateral free trade regime has been 
hampered by a web of bilateral FTAs between the CIS 
countries. While CIS countries managed to establish a 
free trade area on the basis of the CIS FTA and bilat-

cooperation between the Central Asian states; on the 
other hand, Astana is increasingly concerned about sta-
bility in the southern part of Central Asia, as well as the 
growing Chinese presence and pressure in the region. 
These concerns are pushing Astana to strengthen its ties 

with Moscow. Thus, neither Russia nor Kazakhstan will 
change their course in bilateral relations in the foresee-
able future, which involve prioritizing one another as 
strategic partners.
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eral trade arrangements, the idea of the creation of a cus-
toms union in the CIS as initially envisaged in the Eco-
nomic Union Treaty has failed to materialize because 
of diverse exceptions to free trade and the lack of prog-
ress in harmonization of external commercial policies. 
These factors generated the so-called “diverse speed” (or 

“diverse level”) integration, whereby each consecutive 
stage of integration would involve only those countries 
that were the most prepared to accept it. The concept 
of “diverse speed” integration led to the formation of 
the EurAsEC—an international economic organization 
within which the Russia–Kazakhstan–Belarus Customs 
Union has emerged.

On 26 February 1999 Russia, Belarus, Kazakhstan, 
Kyrgyzstan and Tajikistan concluded the Treaty on Cus-
toms Union and Single Economic Space, and on 17 Feb-
ruary 2000 the same countries signed the Agreement on 
Common Customs Tariff of the Customs Union Mem-
ber States. While a customs union is a free trade area 
with a common external tariff, a single economic space 
is a deeper and more comprehensive integration form 
that includes a common market of goods, services, cap-
ital and labor, common economic policy, single infra-
structure and harmonized legislation. With the aim 
of institutionalizing the formation of a customs union 
and a single economic space, the Presidents of Russia, 
Belarus, Kazakhstan, Kyrgyzstan and Tajikistan gath-
ered in Astana (Kazakhstan) on 10 October 2000 to 
sign the Treaty on the Establishment of the Eurasian 
Economic Community. With Uzbekistan’s accession in 
January 2006, the EurAsEC incorporated the Organi-
zation of Central Asian Cooperation into its framework. 
However, at the end of 2008, Uzbekistan suspended its 
membership of the EurAsEC. 

The formation of a customs union requires harmo-
nization of the external trade policies of its constituent 
territories, but this has proved to be a very challenging 
task between the members of the EurAsEC. This has 
been particularly difficult because of the divergence in 
these states’ World Trade Organization (WTO) acces-
sion bids, with Kyrgyzstan accepted as a WTO member 
in 1998, while the other EurAsEC member state are not. 
For this reason and in line with the principle of “diverse 
speed” integration, initially only Russia, Kazakhstan 
and Belarus—the countries with the highest degree of 
external tariff convergence—agreed to establish a cus-
toms union with the option of the remaining EurAsEC 
countries joining in the future. Hence, it is these three 
countries that define the common trade policy at the 
formation stage, while the other applicant countries will 
have to adapt to it. On 6 October 2007, the Presidents 
of Russia, Kazakhstan and Belarus agreed to create a 
trilateral customs union with a single customs territory. 

Since then, a number of documents related to institu-
tional (operational) and harmonization issues have been 
adopted and put into practice. 

On 9 June 2009, Russia, Belarus and Kazakhstan 
made a surprise joint statement about their intention to 
join the WTO as a customs union and halt their sepa-
rate entry bids. They announced that the customs union 
would be launched from 1 January 2010 and all neces-
sary procedures would be finalized by 1 July 2011. How-
ever, this plan for joint accession was quickly dropped 
mainly due to the opposition from existing WTO mem-
bers, and as a result all three countries have returned to 
the individual accession tracks. 

With the launch on 1 January 2010 of the common 
customs tariff and non-tariff regulations vis-à-vis third 
countries, as well as the creation of the Commission of 
the Customs Union (the standing administrative body 
of the Customs Union), the first stage of the formation 
of the customs union was completed. In the second stage, 
which commenced on 1 July 2010, the joint Customs 
Code entered into force and a single customs territory 
was established. In the final stage, internal border con-
trol across the Customs Union countries is to be abol-
ished by 1 July 2011. 

Russia’s Interests in the Customs Union
Although, trade within the Customs Union constitutes 
only a marginal share, 7.7% in 2009, of Russia’s external 
trade, it is of strategic importance to Russia for a num-
ber of reasons, including but not limited to the follow-
ing: Firstly, with the removal of internal trade barriers 
within the Customs Union, Russia, Belarus and Kazakh-
stan have formed a huge market of about 170 million 
people. This, in turn, makes Russia a more attractive 
destination for foreign direct investment. On the other 
hand, Russian investors will have better (if not prefer-
ential) access to Kazakhstan and Belarus. Secondly, the 
Customs Union is a central part of the EurAsEC—the 
only effective economic bloc in the CIS region to date in 
which Russia participates. Without the Customs Union, 
the EurAsEC’s future would be endangered. Thirdly, 
the trilateral Customs Union may be expanded to other 
countries. For instance, Kyrgyzstan has expressed its 
intention to join the bloc, possibly after all three mem-
bers of the Customs Union accede to the WTO. In addi-
tion, Tajikistan, and even “post-Yushchenko” Ukraine 
(non-EurAsEC member country) have reportedly shown 
interest in the project. Fourthly, the Customs Union 
is an intermediate stage necessary for the creation of 
a more ambitious single economic space (SEC) simi-
lar to the European Union. The Presidents of the Cus-
toms Union countries have already announced a plan 
to launch the SEC by 1 January 2012. Finally, Russia 
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will be able to increase its economic and political influ-
ence in the “near abroad” through the Customs Union. 
Indeed, with the ever-weakening role of the CIS as an 
international organization, the Customs Union repre-
sents a more realistic tool to secure Russia’s long-term 
interests in the region.

Although it is the Kazakh President, Nursultan Naz-
arbayev, who is considered to be the major initiator of 
Eurasian integration in general and the Customs Union 
in particular, it is clear that without Russia’s support 
this idea would not have been carried out. According 
to Russian President Dmitri Medvedev, the Customs 
Union remains an “absolute priority for Russia”, and the 
following facts demonstrate Russia’s leading role. Rus-
sia accounts for nearly 50% (2009) of intra-bloc trade, 
with 87.97% of import duties imposed by the Customs 
Union to be allocated to the Russian budget. The com-
mon customs tariff is based, to a large extent, on the 
Russian national tariff. Russia has the greatest say in the 
decision-making of the Commission of the Customs 
Union (Russia 57 votes, Kazakhstan and Belarus 21.5 
votes each). Last but not least, Russian legislation pro-
vides an important benchmark for designing Customs 
Union regulations. For example, the Customs Union’s 
rules on safeguards, anti-dumping and countervailing 
measures vis-à-vis third countries are largely modeled 
on Russia’s equivalent domestic provisions.

Some Policy Implications for Russia 
Limited Sovereignty 
Perhaps the most salient policy implication of the Cus-
toms Union for Russia (and the other members) is that 
Russia transfers some of its sovereign rights to suprana-
tional bodies—the Customs Union’s Intra-State Coun-
cil (of Heads of State/Government) and Commission. 
As a result, Russia can no longer conduct an indepen-
dent foreign trade policy and needs to “lend an ear” to 
its partners on issues of common jurisprudence. This is 
the main philosophy of any customs union that requires 
harmonization and joint governance of both intra-bloc 
trade and external trade. 

WTO Accession
Also, Russia has to coordinate its WTO-accession posi-
tions, on the one hand, with the Customs Union’s tariff 
and non-tariff regulations and, on the other, with the 
accession positions of the other members of the Customs 
Union. Managing both the requirements of WTO acces-
sion and the formation of the Customs Union in paral-
lel has proven to be a very difficult task. Russia and its 
Customs Union partners have less flexibility in WTO 
accession talks than they would have if they were not 
in the Customs Union, because they must base their 
WTO negotiation positions on their Customs Union 
commitments. 

Pending Issues
Finally, Russia needs to resolve all pending issues that 
may impede the successful completion of the Customs 
Union project. For example, the continued disagree-
ments between Russia and Belarus about the former’s 
export tariff on oil and oil products supplied to the lat-
ter was one of the main reasons for Belarus’ delay in 
ratifying the joint Customs Code. Belarus even filed a 
complaint over this issue with the CIS Economic Court 
that recommended in its ruling (dated 8 October 2010) 
that both parties solve their differences out of court in 
three months and that Russia lift the oil export duties 
until the next hearing scheduled for 19 January 2011. 

Conclusion
To conclude, the long-awaited Customs Union requires 
maximum cooperative efforts from all of its members to 
fully establish its place in its members’ economic pol-
icy and the region, and to ensure its smooth operation. 
Needless to say, this development is very much depen-
dent on the Russian position. Up till now, Russia has 
been consistently supportive of the Customs Union and 
it seems that this stance will not change at least in the 
near future. 
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