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CRITICAL ANALYSIS OF THE CASE OF KAZAKHSTAN’S ACCESSION
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Kazakhstan’s application to join the World Trade Organization began less than five years after
achieving full independence from the Soviet Union, when economy of the country required reforms and
progress. The accession process differs on a case-by-case basis depending on the country’s economy and
policy. In comparison with General agreement trade and tariffs, the World Trade Organization accession
has become more political due to the negotiation issues subject to the domestic politics of the country
and geopolitical considerations World Trade Organization Membership is regarded as a fundamental
step towards Kazakhstan’s full integration into the international economy. As a hydrocarbon rich state,
the government realized that by remaining outside the World Trade Organization, the country would
lose economic opportunities to take benefits of global market. Kazakhstan’s involvement in the interna-
tional trade through the World Trade Organization would commence a new wave of economic growth.
Nineteen years later on, the Republic of Kazakhstan has become the full member of the World Trade
Organization. In this article the complex and lengthy process of Kazakhstani accession to the World
Trade Organization will be explored. Specifically, referring to Kazakhstan’s accession case, the essay will
critically analyse some of the main issues of accession in terms of legal perspective view.
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the Marrakesh agreement, multilateral trade agreement.
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AyHunexysinik cayaa yiibimbiHa Ka3akcTaHHbIH,
KOCbIAY MPOLLECIH KPUTUKAABIK, TaAAQY

KaszakcTaHHbIH AyHMEXXY3IAIK cayaa YMbIMbIHA KOCbIAY TypaAbl eTiHiwi KeHec OaafFbiHAH TOABIK,
ereMeHAIK aAFaHHaH KeliH >K&He eA 3KOHOMMKAChl apTYypAi pedopmarap MeH iArepi KapsamAapra
MYKTaXK GOAFaH KeseHAe 6acTasabl. Toxxipube kepceTin oTbipraHaai, AyHMEXY3IAIK cayad yMbIMbIHA
KOCbIAY MPOLECi MEMAEKETTiH 3KOHOMMKAChbl MEH CascaTbiHA 6GaMAaHbICTbl BPKMAbI BOAYbI MYMKIH.
KeaeH Tapudtepi >keHe cayaa OGombiHia 6ac KeAiCiMMEH CaAbICTbIpFaHAQ AYHMEXY3IAIK cayaa
y/bIMbIHa KOCbIAY MEMAEKETTIH iLIKi CasiCu XX8He reocasicu »araanmAapbiHa GanAaHbICTbl KEAICCO3AEP
JKYPri3y MaCeAeAepiHiH CarAapblHaH CcasiCMAaHa TYCTi. AYHMEXY3IAIK cayAa yMbIMbIHA MYLIEAIK — OYA
KaszakcTaHHbIH XaAblKapaAblK, SKOHOMMKAFA TOAbIKKAHAbI ©TYAEri ipreAi Kaaambl GOAbIMN TabbIAQAbI.
KasakcTaHHbIH AyHMEXY3iAiK cayaa YibIMbIHAH TbIC KQAybl MEMAEKETTIH XKahaHAbIK HapbIKTaFbl 9PTYPAI
APTBIKLIbIABIKTAP MEH 3KOHOMUKAABIK, MyMKIHLLIAIKTEDAEH alibIPbIAbIN KAAY KaymiH TyFbI3aTbIHbl TYPaAbI
KaszakcraH yKiMeTi ©3 Ty>KbIpbIMAAPbIH aiiTKaH 60AaTtbiH. ByA opaiiaa AyHUexysiAik cayaa ymbiMbl
apkblAbl KazakCTaHHbIH XaAbIKapaAbIK, CayAaFa KOCbIAYbl 3KOHOMMKAAbIK, ©CIM YLLIH »KaHa Kaaam GOAbIN
TabblAaAbl. Tek OH TOFbI3 XKbiAAAH KeiliH KasakcTtaHn Pecrnybankachl AyHMEXKY3IAIK cayAa YibIMbIHbIH
TOAbIK, MyLLIECi aTaHAbl. Bya Makaraaa KasakcTaHHbIH KYpAEAl opi y3akka CO3blAFaH AyHMeXXY3iAik
cayAaa YiMbIMbIHA Kipy npoueci KapactbipblAaAbl. CoHaal-ak, MakKaAaAa YWMbIMFA KipyAiH, Herisri
MaceAeAepiHe KYKbIK TYPFbICBIHAH TaAAQy >KacaAaAbl.

Ty#in ce3aep: AyHuexKy3iAik cayaa ynbiMbl, KeaeH Tapudptepi skaHe cayaa 6oibiHwa bac keaicim,
yMbIMFa Kipy KeAiCimi, MapakeLl KeAiCiMi, KernxakTbl cayaa KeAICIMI.
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Kputnuecknin aHaan3 npouecca BcrynaeHust KasaxcraHa
BO BcemupHyto ToproByio opraHusaumio

3asiBka KasaxcraHa Ha BCTyrnAeHWe BO BcemMmpHyio TOProBylo opraHn3aumio HadaAacb MeHee yem
yepes MsiTb AET MOCAE AOCTUXKEHUS MOAHOM He3aBucMocTh oT CoBeTckoro Colo3a, Koraa 3KOHOMMKa
CTpaHbl Hy>XAaAacb B pedopmax M nporpecce. [pouecc npucoeAMHeHMs OTAMYAeTCs B KaXKAOM
KOHKPETHOM CAyYae B 3aBUCMMOCTU OT 3KOHOMUKU U MOAUTUKM CTPaHbl. [1o cpaBHeHuIo ¢ [eHepaAbHOM
COrAallleHueM Mo Tapudam U TOProBAe, BCTyNAeHMe BO BceMMpHYIo TOProBylo OpraHm3aumio CTano
60Aee MOAUTUYECKUM M3-3a TPOBAEM BEAEHMS MEPErOBOPOB C YUETOM BHYTPEHHEN NMOAUTUKMU CTPaHbI U
reonoAMTUYECKUX coobpaskeHnit. YAeHCTBO BO BceMmpHON TOProBoi opraHmsaumm paccMaTpuBaeTcs
Kak (pyHAAQMEHTAAbHbIV Lar K MOAHOM MHTerpaumm KasaxcraHa B MeXXAYHapPOAHYIO 3KOHOMMKY. Kak
rocyAapcTBo, 60oratoe yrAeBOAOPOAAMM, MPABUTEALCTBO OCO3HAAO, UTO, OCTaBasiCb 3a MPEAeAaMu
BceMupHoOI TOproBo opraHnsaLMm, cTpaHa notepsieT SKOHOMMYeCkue BO3MOXKHOCTM BOCMOAb30BaTbCsl
npeumyLLecTBaMm raobabHOro pbiHka. Ydyactme KasaxcraHa B MEXAYHAPOAHOM TOProBae uepes
BcemupHyio TOproByto opraHusaumio 6yaet cnocob6CTBOBaTh HOBOM BOAHE 3KOHOMMUECKOro pocTa.
Cnycts aeBaTHaaUaTh AeT Pecriy6arka KaszaxcraH ctaaa noAHOMpaBHbIM YAeHOM BcemumpHoit Toprosoit
opraHusaumun. B yacTHOCTH, CCblAasiCh Ha CAydait BCTynAeHus KasaxcraHa, B ctatbe ByAeT KpUTUUeckn
NMpOaHaAM3MPOBaH PsiA OCHOBHBIX BOMPOCOB BCTYMAEHWS BO BCeMMpHYyi0 TOProBylo opraHu3aumio ¢

TOYKN 3PpEHNA IOpVIAVILIeCKOI;I nepcrieKTMBbl.

KatoueBble cAoBa: [eHepaAbHOe coraalleHve no Tapmdam U ToproBae, BcemupHas Toprosas
opraHu3aums, neperoBopbl O BCTyMNAeHWM, Mappakelickuii AOroBOp, MHOTOCTOPOHHUI AOFOBOP O

TOProOBAE.

Introduction

The WTO, formerly known as the General
Agreement on Tariffs and Trade (GATT), is com-
monly accepted as having been a success if the size
of its membership is considered as a criterion. From
1948 to 2015, 160 countries acquired full member-
ship. In 1948 the GATT was signed by 23 countries,
in 1970 the number of member countries reached
100, then 150 in 2005, subsequently increased to
160 member states which constitute 98 % of world
trade and 98.7 % of global GDP (Cattaneo, 2009:
7). There are several countries which have became
recently the member of the World Trade Organi-
zation (WTO), including Kazakhstan, which is the
focus of this article. The accession process differs
on a case-by-case basis depending on the country’s
economy and policy. In comparison with GATT, the
WTO accession has become more political due to
the negotiation issues subject to the domestic poli-
tics of the country and geopolitical considerations
(Hindley, 2008).

It is generally established from the economic
perspective that two major forces could push glo-
balisation forward. The first is technology, which is
a potential driver. The second is the liberalisation of
trade and attracting direct foreign investment. The
role of the latter driver mainly realises by the coop-
eration and integration of the world states. This has

become particularly important for transition econo-
my countries, especially for Kazakhstan as a former
member of the Soviet Union and a landlocked coun-
try and very distant from key world markets. On
the path of implementing transition in Kazakhstan
from a ‘controlled’ economy to a ‘market-oriented’
one, the role of the WTO is appropriate. Thus, in
following this path Kazakhstan applied for member-
ship of the WTO on 29 January 1996 after 5 years
of independence. The immediate decision of the Ka-
zakhstan government to join the WTO was certainly
associated with geopolitical considerations and eco-
nomic reforms. The long accession process is the
rule, not the exception: for emerging market states
and transition economies, the typical example is the
Russian Federation. On that occasion accession took
19 years negotiation.

The entry membership price for Kazakhstan
was high. This is because the negotiation gener-
ated a number of controversial accession issues.
The Director-General of the WTO, Roberto Aze-
vedo, has indicated that accession negotiations are
complex and challenging, on average, it takes a
decade to conclude the negotiations. In particular,
the Director-General highlighted that ‘in the year
under review, the accession negotiation of Kazakh-
stan, presented unique negotiating challenges, of the
type that the Organization had never previously ad-
dressed” (WTO Accessions Annual Report 2004:4).
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One of the sophisticated questions was associated
with the integration of individual members of a
Customs Union to the WTO. Other accession issues
were mainly subject to the domestic policy of the
country.

Methodology

By solving the task of the article, the author re-
lies on some research methods such as social- legal
method, the method of comparative legal analysis,
statistical method. These methods play a vital role
in determining the accession process of Kazakhstan
to the WTO and specific characteristics of this com-
plicated process. Also, economic analysis will be
widely used to define some advantages and disad-
vantages of the process.

In recent years, the accession process of Ka-
zakhstan has aroused an international interest. Sev-
eral publications have appeared in recent years rais-
ing a number of important discussions. The World
Bank, ECIPE, EDRB etc. have published ‘Kazakh-
stan Accession to the WTO: A Quantitative Assess-
ment’, ‘The Impact of Kazakhstan Accession to the
World Trade Organization’. Kazakh authors have
also written extensively on this subject, particularly
focusing on contentious changes in tariff rates and
legislation.

This paper will examine the complex procedure
of accession of new Members to the WTO, mainly
focusing on Kazakhstan’s case, and evaluate current
progress and remaining obstacles. The structure is
organized as follows. In this article I will examine
the whole process of the WTO accession, mainly,
focusing on the steps of accession and process in the
example of Kazakhstan. Secondly, the whole devel-
opment of the process will be reviewed. In this part,
certain attention is paid to the implemented mea-
sures, legislation modifications and improvements.

Rules that governs WTO accession

The basic rules of accession stemmed from the
Article XII of the Marrakesh Agreement on estab-
lishing the World Trade Organization. Article XII
sets out:

1. ‘Any state or separate customs territory pos-
sessing full autonomy in the conduct of its exter-
nal commercial relations and of the other matters
provided for in this Agreement and the Multilateral
Trade Agreements may accede to this Agreement,
on terms to be agreed between it and the WTO.
Such accession shall apply to this Agreement and
the Multilateral Trade Agreements annexed.

2. Decisions on accession shall be taken by the
Ministerial Conference. The Ministerial Conference
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shall approve the agreement on the terms of acces-
sion by a two-thirds majority of the Members of the
WTO’.

3. Accession to a Multilateral Trade Agreement
shall be governed by the provisions of that Agree-
ment’ (Agreement on Establishing the WTO).

This Article mainly was formed referring to the
corresponding clause of the GATT (1947), which
had regulated the accession process for more than
40 years. The overall language of the Article re-
mained largely unchanged, but with minor chang-
es. Despite the complex accession process, the
unique characteristic of this clause would be the
brevity. At first glance, some doubts could appear
regarding to the lack of explicit instructions in the
Article about the terms and conditions of joining
the WTO. Moreover, it might seem easier to sign
and ratify the Agreement (e.g. the UN) rather than
to be through the process of negotiation. The rea-
son is that in comparison with other organisations,
the WTO accession is an increasingly complicated
and lengthy process in practice. All general appli-
cable rules in the Article could not be reflected due
to the complex nature of negotiations. Mainly, this
process demands thorough case-by-case study, fo-
cusing on the candidate’s national policy (WTO,
Handbook Accession to the WTO, 2008). Each ne-
gotiation requires a great deal of effort and balance
between applying measures and accommodating
them in concordance with the WTO rules. Further-
more, the scope of the WTO measures substantial-
ly exceeds those of the GATT 1947 by including
intellectual property and services (Cattaneo, 2009).
Therefore, accession generally followed by the rel-
atively well-defined set of procedures of customary
practice. Article 16:1 of the WTO Agreement sets
out:

‘Except as otherwise provided under this Agree-
ment or the Multilateral Trade Agreements, the
WTO shall be guided by the decisions, procedures
and customary practices followed by the Contract-
ing parties to GATT 1947 and the bodies established
in the framework of GATT 1947’ (Article IX:I (d)
Agreement on Agriculture, 2015).

Besides, Article 12 and customary practice, and
other additional rules facilitate the accession proce-
dures. For instance, the Note by the Secretariat about
‘Procedures for Negotiations under Article 12° and
‘Guidelines on Accession of Least-developed coun-
tries’, Ministerial Declarations devote special in-
structions for acceding countries. Simultaneously,
WTO ensures technical assistance and training pro-
grams for acceding least developed and developing
countries.
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Procedural explanation of accession

In order to achieve the membership, applying
states submit the request for accession. Initially, two
ways provided to become a member of the WTO.
First way principally has given to ‘original mem-
bers’ at the time of establishment of the WTO. By
accepting the terms of the WTO Agreement and
Multilateral Trade Agreements, 123 countries (orig-
inal members) became Members in accordance to
Article 11:1 of the WTO Agreement. The second
way is set out in Article 12 of the WTO Agreement.
In case of Kazakhstan, the second way of accession
has taken place.

Pursuant to the Article 12:1, an applicant must
accept the terms of WTO Agreement and Multilat-
eral Agreements as well as it has to make binding
market access commitments. Applicants according
to the procedures of accession must submit a for-
mal written request to a Director-General indicating
its desire to accede (Article IX:I (d) Agreement on
Agriculture, 2015). Kazakhstan party submitted the
request for WTO accession on 29 January 1996. Af-
ter the submission of the request, the next step is the
establishment of the Working Party to deal with the
application. Kazakhstan’s accession Working party
was founded in 6 February 1996. Membership for
working Party is open to all members who have an
interest. Pursuant to accession procedures Chairper-
son of the working party is appointed by consulta-
tions, conducted by the Chairperson of the Gen-
eral Council in cooperation with an applicant and
working party members. Finland nationals were ap-
pointed as a Chairperson for Kazakhstan’s Working
Party, current Chairperson appointed in July 2012 is
Ambassador Vesa Himanen (WTO, ‘Status of Ac-
cession Working Party’, 2015). At the beginning
of the Kazakhstan accession, Chairpersons have al-
ways been actively engaging and meeting with rep-
resentatives of Members and Kazakhstan in various
formats providing assistance in resolving complex
issues.

In accordance with procedure rules, candidate is
required to submit a memorandum, which generally
called ‘tell-us-about-yourself” (Van de Bossche
and Zdouc, 2013: 110). It means that an applying
state has to report in detail all aspects of its current
trade and economic policies providing all relevant
statistical data in a Memorandum. Working Party
principally deals with the request and the matters
represented in a Memorandum (Shukurova, 2013).
Therefore, Memorandum must be scrutinized
comprehensively on the consistency of regimes with
the WTO rules. Furthermore, on this stage, two main
stumbling blocks can appear: the first is adopting

laws and regulations that fully compliant with WTO
disciplines; the second is the collection of relevant
documents, additional questions and replies. These
procedures can be time-consuming and sophisticated
for both, candidate state and the Working Party. At
the same time, Applicant’s current tariff schedule in
the harmonized system (HS) nomenclature meant to
be submitted.

If the examination of trade and economic
policies of applicant has a satisfactory progress,
it allows flow to the second stage of accession,
which is the bilateral agreements and negotiation
of market commitments. This stage is generally
known as ‘work-out-with-us-individually-what-
you-have-to-offer’. An applicant offers negotiation
package for each member of the working party and
applicant must negotiate with them individually.
Participants must exchange equal concessions.
Most of applicants face increasingly lengthy and
complex challenges in this part, and Kazakhstan
party is one of them. This is due to unequal
bargaining power of the developed and developing
countries. Thus, applicants bind tariffs on
agricultural goods and non-agricultural goods. In
accordance with the World Bank review, the level
of market access commitments and concessions
required from candidates is much higher compare
with the early demands of the GATT (Cattaneo,
2009). For example, acceding countries are
obliged to incur additional liabilities that go
outside the GATT provisions or so-called “WTO
plus’ requirements’ (Ya Qin, 2003). Furthermore,
countries with transition economies are proposed
to join multilateral agreements such as Agreements
on Government Procurement (Selivanova, 2005:
12). The outcomes of negotiations and market
access commitments will be examined in the
meeting of Working Party. Kazakhstan’s Working
Party meetings have been held 19 times the last one
was in July 2014 (WTO Newsletter, 2018).

Subsequently, the third stage of accession will
be started. The starting point is the submission of
the ‘Working Party Report’, ‘Draft Protocol of
Accession’, ‘Draft of Goods and Services Schedule’.
This stage is commonly recognized as a ‘let-us-draft-
membership-terms’. The package of documents is
submitted to the Ministerial Conference or General
Council. Kazakhstan’s accession Draft Working
Party reports were revised for consideration eleven
times (WTO, ‘Status of Accession Working Party’,
2015). Consequently, final stage of the accession
pursuant to Article 12:2 of the WTO Agreement,
Ministerial Conference shall approve the agreement
by two-thirds majority of the Members of the WTO.
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Discussion

Bilateral agreements trade in goods and services

Accordingly, the main achievement is that
Kazakhstani government has concluded 29 bilateral
agreements (Investment Climate Statement-
Kazakhstan, 2013) on goods (‘The current state
of negotiations’, 2015). Within 2013, negotiation
rounds on free trade have been held with Vietnam
and Indonesia; bilateral negotiations with Ukraine
suspended temporarily due to the political
instability in that country (‘The current state of
negotiations’, 2015). Furthermore, ultimately after
the long negotiation process, agreement ‘Enhanced
Partnership and Cooperation’ was signed between EU
and Kazakhstan ‘on 9 October 2014 in Brussels (EU-
Kazakhstan Enhanced Partnership and Cooperation
Agreement, 2014). The agreement ensures improved
regulatory environment for the economic operators
in trade in services, establishment of companies
and operation, capital movement, government
procurement and intellectual property. As a result of
bilateral negotiations, the average level of customs
tariff constituted 7.9 %. Inter alia, for manufactured
goods and agricultural products tariffs are 6.5%
and 13.2% respectively (Report Minister of
Economic Integration, 2013: 7). The results of these
negotiations allow protecting domestic products
from foreign competition with imported products,
also help to develop non-extractive industries.

In addition to bilateral agreements on goods,
15 bilateral agreements on services were deposited
with the Secretariat in 2012 (The current state
of negotiations, 2015). These negotiations were
conducted in 12 major sectors, which would play
vital role in the development of the economy.
Negotiations on telecommunications and financial
sector would be an appropriate illustration for
that. For instance, after 2,5 years of the accession,
49% of foreign limit ownership will be removed
for telecommunication companies, providing
long-distance and international calls (exception
state-owned ‘Kazakhtelecom’ company) (Report
Minister of Economic Integration, 2013: 7). It would
contribute positively to the increase of competition
in the telecommunication market. Additionally,
after 5 years of accession, it will be allowed to
establish direct branches of foreign banks and
insurance companies. However, special mandatory
conditions will be imposed to ensure financial
market stabilization (Report Minister of Economic
Integration, 2013: 7). Such conditions could become
a minimum amount of assets of parent companies
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and minimum size of deposits of population. The
outcomes of the service negotiations added to the
Consolidated Draft Service Schedule and, therefore,
were verified by the Signatory members and
envisaged in December 2014 (WTO Newsletter,
2018).

Negotiation on agriculture support

Asstated in Article [1I of the SCM Agreement, the
prohibition on export subsidies applies to agricultural
export subsidies with exception provided in the
Agreement on Agriculture. Thus, under negotiation
process of WTO, the Agreement on Agriculture,
Article IX requires Member countries to minimize
the export subsidies. Due to the remoteness from
major agricultural markets and waterway transport
routes, Kazakhstani government continues to
subsidize rail transport facilities for agricultural
products. Average subsidies for transport facilities on
agricultural goods constitute around 9-15 US dollars
per ton of agricultural products (Abdimoldaeva,
2010). Article IX:I (d) clearly sets out that export
subsidies on the costs of international transport and
freight are subject to the reduction (Article IX:I (d)
Agreement on Agriculture, 2015). Accordingly,
Kazakhstani government has concluded the
agreement to be bound on export subsidies at zero
upon accession (Kazakhstan accession negotiations
make incremental progress but major questions
unresolved, 2013). However, the issue on domestic
support has remained contentious.

Comprehensive legislation changes

Another core outcome is the modification
of national laws in conformity with the WTO
standards. Modifying and adapting national laws and
practices of foreign economic activity regulation in
accordance with the WTO standards is essential for
applicants and the most difficult one. Government
of the RK adopted the ‘Order No 56, 12 January
1996’ on adoption of 25 new laws and re-drafting
of 13 laws (Salamatov and Gubenco, 2013:11). For
this purpose, during 2004-2011, substantial changes
were made to the legal framework of Kazakhstan,
namely in the areas of customs regulation,
intellectual property, technical regulations and some
others. From 2011 until now, the legal framework
has improved considerably, taking into account the
legal base of the Eurasian Economic Union. Overall
changes occurred in more than 50 Kazakh laws since
2004 (Report Minister of Economic Integration,
2013: 2). Besides, ten Agreements signed under the
Customs Union which relevant to foreign trade.

Modifications in legislation can be divided into
three main parts:
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— Changes that help to improve the investment
and business climate, by simplifying procedures for
establishing and maintaining business;

— changes in the light of sensitive sectors of the
economy that require transitional period after the
accession to the WTO;

— changes which aim at liberalization of tariffs,
reducing the trade barriers;

Fundamental changes have taken place, as an
illustration, in the following laws: (Report Minister
of Economic Integration, 2013: 3-7)

— Law ofthe RK Ne 214-I11 11 January 2007 ‘On
Licensing’ (with changes 07.11.2014). Purpose of
the alteration was to simplify licensing procedures in
Kazakhstan. For instance, as a result of the changes,
time for issuing licenses on import of goods reduced
from 30 days to 15 days; mandatory state licensing
for medical products and ethyl alcohol and etc. was
cancelled.

— modifications in Customs, Tax, Administrative
Codes of the RK in order to make this sphere of
activities more transparent and simplistic. Five new
laws in Intellectual Property were adopted.

— the law of the RK Ne 603-I1 9 November
2004 ‘On Technical Regulation’ (with last changes
29.12.2014). This law (2004) facilitated the work
on harmonization of national standards with
international standards. Hence, conducted work
allows enhancing the national technical regulation
system and increasing consumer preferences
towards Kazakh products in domestic market as
well as abroad. Overall, 33 new modifications were
adopted related to the technical regulation.

— significant changes were carried out to
bring the sanitary and phytosanitary measures in
conformity with the WTO requirement such as the
ratification of 13 International Agreements on SPS.
In accordance with applied modifications, by today,
a number of potential activities were held by the
Government to improve the material and technical
basis for veterinary, food safety. For instance, 48
modular veterinary laboratories started to work in
2013, and 78 more were yet to come. These kinds of
measures would contribute to increase the credibility
of the Kazakh products in foreign market, also
ensure the safety and quality of products.

— as mentioned above 10 agreements were
signed under the EEU (Customs Union). 6 July
2010, the Customs Code of the Customs Union came
into force. It is a key legal instrument regulating the
customs administration and procedures (Ceysenns,
2006). In particular, it sets out the obligations and
rights of national custom authorities, exporters and
importers. One of the affirmative outcomes was

in the field of railway transport under Customs
Code (Ceysenns, 2006). This allowed for national
manufacturers to export products through Russia to
Western Europe at the same tariff rates as applied
to Russian exporters (Report Minister of Economic
Integration, 2013:7). Particularly, it is beneficial for
petroleum exporters to minimize export expenses.

Barriers on conclusion of accession

Despite the successful negotiations, there are
still unresolved issues on accession that can be
classified as below:

The high tariff rates, TBT, SPS;

Sensitive sectors of economies as domestic
agriculture support, VAT preferences, and TRIMS.

The reason for the first category is mainly linked
with the formation of the Customs Union with
Russia, Belarus. Article XXIV ofthe GATT provides
the general rules for formation and functioning of
customs unions, free trade zones and other state
regional associations (General Agreement on Tariffs
and Trade 1994, Article XXIV). Such agreements
and unions promote free trade and do not lead to
the creation of barriers to trade with Members.
Hence, the main aim of the EEU is to provide free
movement of goods, services, capital and labor, also
pursue coordinated, harmonized, single policy in
the sectors determined by the Treaty (Treaty on the
Eurasian Economic Union, 2014: art 4). However,
the economic integration of Kazakhstan with Russia
and Belarus led to the difficulties on conclusion of
accession. The membership automatically impacted
and entangled the process of Kazakhstan’s accession
to the WTO (Tarr, 2012). Therefore, in the following
paragraphs the emerged barriers will be analyzed.

Tariff rate barriers

The first stumbling block for the accession is
the sudden change of the tariff adjustment in the
draft schedule. It has occurred due to the tariff
rate divergence between bilateral market access
agreements of Kazakhstan with other WTO member
countries and the acceptance of the common
external tariff of the EEU (Heal, 2014:4). WTO’s
negotiating parties raised objections to Kazakhstan’s
membership to the EUU, and its adoption of new
tariff with Russia and Belarus (Heal, 2014:4). The
following graph demonstrates the tariff alterations
after the Customs Union.

Tariff  adjustment  modifications  differ
significantly by sector. The main sectors such as
electrical machinery, transport equipment, clothing,
wood had a large experience compared to other
sectors. It can be seen from the graph, that tariff
lines decreased merely in two sectors, namely
manufacturers and petroleum, 5,7 % and 12%
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respectively. During the negotiation of the EUU
tariff regime, Kazakhstan and Belarus mutually
and effectively agreed to adopt the tariff profile of
the Russian Federation with some exceptions. As
a result, Kazakhstan had the tariff rate increase on
some 5400 tariff lines. Kazakhstani government
could retain some exceptions on more than 400
tariff lines, that contain raw materials for chemical,
non-produced raw materials, light manufacturing,
wood processing industries, some medical drugs

and medical equipment. Other tariff exemptions
from transport means such as international freight,
rail wagons, goods imported by international
financial institutions (EEU Commission, 2009).
Overall, Kazakhstan underwent a double increase in
tariff lines, the simple mean Ad valorem Equivalent
tariff rates increased from 6,78 % to 12,31% and the
weighted mean Ad valorem grew up from 5,52%
to 12,66% (indicative tariff protection levels)
(Jandosov, 2011).
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u FY 2009 Simple Average Applied Tariffs

Sector

u FY 2011 Simple Average Applied Tariffs
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* Refers to per cent decrease in tariff rate

Per cent Increase

Figure 1 — Tariff changes in Kazakhstan pre- and post-Customs Union for certain tariff lines.
Source: ESCAP calculations based on WTO, World Trade Profiles (Heal, 2014:5).

It is important to note that prior to the
establishment of the EUU, Kazakhstan had lower
tariff rates compared to Russia and Belarus
(Heal, 2014: 4). Analysis demonstrated that the
MFN rates were 6,45 % as a simple mean and
4,30% as a weighted mean (EEU Commission,
2009: 9). Moreover, comparative analysis shows
that the level of tariff protection in Kazakhstan
before the membership of the CU was roughly
proportionate with the level of middle and high-
income countries (Jandosov, 2011:11). After the
accession to the CU, tariff protection level has
increased significantly. Approximately, this level
is now even higher compared to low and middle-
income countries.

ISSN 1563-0285

These tariff changes could be affected by the
trade policy differences of Russia and Belarus on
the one hand, and of Kazakhstan on the other hand.
According to the World Bank assessment, tariffs
that doubled in the Kazakhstan’s tariff’s line had
detrimental consequence on trade between non-
EUU countries. For instance, the increase in tariffs
vis-a-vis with non-EUU countries resulted in the
increase in imports from Russia and replacement of
imports from Europe. To conclude, tariffs on around
5000 out of a total of 11,000 tariff lines reduced by
1 and 2 % due to the Russian’s accession to the
WTO (Heal, 2014: 6). However, tariff reduction
has not reached the degree they were at before the
establishment of the CU.

International relations and international law journal. Nel (85). 2019 61



Critical analysis of the case of Kazakhstan’s accession to the World Trade Organization

Non-tariff barriers

Apart from tariff measures, there are other
measures caused the significant impediments to
accession process. In order increase transparency
and predictability, Kazakh government
implemented potential arrangements to harmonize
non-tariff measures with European Union and
other countries (Heal, 2014: 6). As known, the
reduction of non-tariff measures is one of the main
requirements of the WTO accession, but after
accession to the EUU, Kazakhstan adopted the
EUU standards and regulations that are closer to
Russian Federations technical regulations with the
increased protectionism (Heal, 2014: 7). As a good
illustration, in 2012 the EUU applied a regulation
on emissions from compounds used as solvents in
glues in furniture items, which imposed standards
twice as stringent as those required by the EU.
This regulation prepared by the Russian Health
Ministry and applied across the EUU. Licensing
requirements were also subject to modifications,
for example, metals, stones and items of cultural
value. The crucial problem in EUU with the SPS
and TBT standards is that they derives from the
Soviet Union based regulation system (Tarr,
2012: 1). However, after the accession of Russia
to the WTO, non-tariff measures required the
liberalization. Thus, in Kazakhstan has also begun
the transition process from mandatory standards to
voluntary.

Advantages

Initially, the local community welcomed the
ambition of the Government on establishing open
economy and open society. It is estimated that after
Kazakhstan’s accession, the country will gain about
6.7% of the value of Kazakhstan consumption in
the medium run and up to 17.5% in the long run
(Jensen, 2007). However, currently the membership
is a subject of discussion in terms of advantages and
disadvantages.

By the special request of Kazakhstan, World
Bank assessed the possible advantages of the WTO
accession for Kazakhstan (Jensen, 2007). One of
the notable advantages is that Kazakhstan will have
an access to the markets of non-CIS countries.
Therefore, relying on non-discriminatory market
access will facilitate export of Kazakh products
(petroleum, wheat). For instance, export of wheat
through non-CIS countries to Europe will cost
comparatively (Wheat export by country, 2018)
less for Kazakhstan. Secondly, tariff reduction on
goods and services will increase diversification of
goods and services in local market. Thus, it could
strive local manufacturers to increase the quality of

produced goods in order to compete with foreign
importers. Next advantage is that the elimination
of local content requirement will positively affect
on the investment climate (Additional considered
advantages could be found in World Bank Data).
Subsequently, the foreign investors will be stimulated
and interested in investing their capital, which might
bring new wave of opportunities. Furthermore,
the presence of Government Procurement, Import
License and Procedures agreements may prevent
from the potential corruption in governmental
institutions. All these advantages fundamentally
will lead to the diversification of the economy by
reducing the reliance on natural resources, which is
highly important for current situation in Kazakhstan.

Disadvantages

While the above-mentioned advantages
certainly buttress Kazakhstan’s accession to the
WTO, there are a number of negative repercussions
and concerns that the Kazakhstani government
must address in order to minimize the drawbacks
of the trade liberalization. Agreeing with the
position of Sagadiyev (Sagadiev, 2013: 1), the lack
of competiveness of domestic manufactures will
certainly have detrimental influence on national
economy. Virgin domestic products cannot
definitely compete with cheaper and higher qualified
foreign products that have already proved their
own credibility. In this regard, benefits are distant
and long-term, while losses may affect quickly
and detrimentally. Therefore, government should
carefully define strategically important sectors and
protect them in order to avoid jeopardy of national
economy.

Thus, there might be some proposals from the
economic prospective in order to conclude the
negotiation. However, from my point of view,
the most correct solution for a smooth adoption
of membership is a discreet acceptance of WTO
standards. No importance is that this process can
take another ten years to equate with the benchmarks
of WTO that are very much required at the moment.
The importance is that Kazakh government should
strike a balance between EEU and WTO rules.
Government must take into account the untimed
decision of Kyrgyz Republic in order to escape
undesired repercussions.

Conclusion

From the critical analysis that was carried
out, it is possible to conclude that the findings of
this research have shown that substantial work on
accession has been conducted. In particular, between
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2004-2010 the Kazakh government made substantial
progress in the field of modifications in national the
laws, bilateral agreements on goods and services.
These advancements have brought WTO accession
closer. In the second phase of the accession process
the negotiations reached a deadlock. This was linked
with the Kazakhstan’s membership to the Customs
Union. New issues subsequently emerged which the
WTO did not addressed before. With respect to the
subsidies, the continuous support of the agriculture
industry for transition countries such as Kazakhstan
was indispensable. There was the possibility that
the deal on the removal of export subsidies and
the reduction of domestic subsidies could have an
unfavorable influence on agriculture manufactures.
The decision on export subsidies has been made,
under the agreement, Kazakhstan accepted to be

bound to halt export subsidies, while domestic
subsidies still remained in the line of unresolved
issues. The unsettled questions demanded a new
approaches and a new set of measures. This period
of time required patience and persistence from both
the Working Party and the Kazakhstan government
in order to complete the course of accession.
Furthermore, the collaboration of all interested
Member countries also was essential, technical and
legal support by the WTO bodies would assist the
accession.

By focusing on the specific accession questions,
this essay would provide a deep understanding of
accession problems, which mostly developing CIS
countries face. The findings of this research give
future implications for lawyers specializing in WTO
law.
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