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Preface by the Secretariat

Following discussions among member States on thedfulirection of the UNECE Committee on
Trade, the Executive Committee (EXCOM) recommernateits thirty-fourth meeting of February
2010 that the Committee carry out, before 201&ehrade needs assessment studies in countries
with transition economies (ECE/EX/5).

The Secretariat expresses its gratitude to Govarnofethe Russian Federation for financing the
studies through the Russian Voluntary Contributfond made available to the UNECE.



Executive summary

An upper-middle-income, landlocked country, Belah&s been implementing since the early
nineties comprehensive reforms to consolidate &ehaconomy. Ranging from macroeconomic
stabilization to economic liberalization measuthese reforms emphasize regional cooperation as
a stepping-stone towards global integration.

However, Belarus is yet to reap the full benefitsareas such as new export markets, and
technology transfer, with its economy showing cmnid reliance on extractive industries and
light manufactures. Furthermore, development ganesjeopardized by inflation, growing fiscal
imbalances and reduced access to internationatataparkets, all of which suggest fragile
macroeconomic stability.

These challenges come at a time when the globaloaey is still struggling to recover from the
economic crisis, and when labour-intensive prodbatse lost their competitive edge. This means
that, as it forges ahead with its macroeconomiorm$, Belarus needs to concentrate on
restructuring the economy to allow for greater sdeation in technology-intensive production
with high value-added. In so doing, it needs tdoggond the important requisite of developing its
enterprises' productive capacities and addresstardh+egulatory and procedural barriers to
trade. Otherwise, economic and trade-developmeiartefare likely to be defeated by high
transaction costs, which reduce the competitivengfssenterprises in local, regional and
international markets. Similarly, unless theseibes are addressed, Belarus will not be able to
fully benefit from its participation in the Custorblnion (CU) with Kazakhstan and the Russian
Federation.

Based on the UNECE comprehensive evaluation metbggothis study highlights the need to
address a number of behind and at-the-bordersategyland procedural barriers to trade. These
are spread across the international supply chdiollasvs:

* Many traders lack capacity in areas such as expqirt processes, quality management
and marketing. These traders also: lack up-to-gdtgmation on new/revised export-
import procedures and regulations as well as onrginge trading opportunities; have
limited access to trade finance; and can draw onlya narrow range of trade insurance
services.

* The traders' ability to establish presence in nepodg markets is undermined by capacity
shortfalls in the standardization, quality assuearaccreditation and metrology (SQAM)
infrastructure. The lack of certifying testing ladtries; risk management methodologies
to support the surveillance function; and systeroiardination between main stakeholders
are among the areas that require immediate action.

» Documentary requirements are complex, time-consginand costly to obtain. The
management of these requirements demands condeleskilh and resources, adding to
the traders' overhead costs.

» Delays at the borders, particularly on the imp@esare caused, in large part, by over-
reliance on physical inspection by some borderfobnagencies and a lack of
coordination among the agencies.

» The overland (road and rail) transport system seerb® unresponsive to client needs in
terms of its ability to provide customer-orientezhvices at a competitive cost, and in
terms of longer-term capacity.



Introduction

» Beyond these barriers, the study points to a nurabeapacity shortfalls that cut across
all the processes supporting international tradestictions. These shortfalls point to the
necessity for immediate measures to:

* Foster participatory approaches to planning andcydiormulation, which involve a
dialogue between stakeholders from the public an@ie sectors.

» Consolidate and further develop inter-agency coatittn at both the planning and
implementation levels.

* Increase private-sector participation in the prioviof transport and logistics services.

» Develop the information and communication techngl@CT) infrastructure to support
greater use of internationally recognized electrdmisiness standards and instruments.

The evaluation also reveals challenges to cooridigatfforts with CU partners. A major challenge
will be to implement the common technical regulasidhat were introduced in early 2012. Yet
another relates to the CU partners' uneven caeaditithe area of electronic business and the use
of electronic documents. Addressing these challerigts beyond the scope of this study, and
would require a separate assessment targetingures@ whole.

This study proposes a number of action-orientedsomea for supporting Belarus’s efforts to
address the identified barriers. These measuresclastered under two headings: i) trade
facilitation and ii) regulatory cooperation andrtardization policies. As the proposed measures
require substantive financial resources beyond vwehatrrrently available to the government and
market support institutions, the need for inteinadi assistance cannot be over-emphasized.

Moreover, in order to ensure the sustainabilityhefse measures, UNECE is assisting Belarus to
establish a plan that spreads the implementatiosacimmendations by priority over several years
in cooperation with trade and development partners.



List of recommendations

Tradefacilitation

1. Establish a public-private sector forum on tradslifation

2. Foster inter-agency cooperation and joint-actiothe@tborder

3. Simplify trade procedures and streamline documgmeguirements

4. Help traders and State agencies comply with e-dectim@quirements

5. Create a system for mapping CU data requiremeritédmational standards
6. Establish a coordinated approach to risk manageate¢he border

7. Broaden the scope of trade information disseminadiad facilitate access

8. Encourage greater competition among trade-relardice providers

9. Develop the railway network
Standardization and technical regulations

General

10. Establish a national programme to help SMEs commpith quality standards and
technical regulations

11. Establish a national quality forum

12. Develop a regulatory impact assessment (RIA) system
13. Adopt new risk management tools

14. Bolster Gosstandart's institutional capacity

Metrology

15. Develop compliance testing laboratories

16. Enter into mutual recognition agreements

17. Strengthen metrology and legal metrology

18. Strengthen the metrological system for food progluct
19. Strengthen Gosstandart's expertise and skills

Market surveillance

20. Improve procedures for fighting counterfeit goods

21. Establish a national notification system for hdpais goods
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Introduction

An upper-middle income landlocked country, Belastsod out as the Commonwealth of
Independent States’ (CIS}yop performer in economic growth following theidtegration of the
Soviet Union in 1991. It was the first CIS countoyresume positive growth, with real gross
domestic product (GDP) reaching 6 per cent in 2@@d, averaging around 9 per cent since 2003.
Unemployment affected only 1 per cent of the laldouce in 2009, as compared to 4 per cent in
1996, and only 6.1 per cent of the population veamfl to be living in extreme poverty in 2007.
Belarus has also established itself as one of & income-equal countries in the world, with a
Gini coefficient of 29 in 2007, and has historigalnaintained high human development
indicators’

This impressive economic performance record wasrapanied by extensive State support, via
public-sector wages, subsidies, income transfedssabsidized credit under government lending
programmes. Just like other countries with econenmetransition, Belarusian exports remain
undiversified, dominated by oil and gas, along witharrow range of manufactured products.

This development pattern carries a high degree ubfievability to changes in government
expenditures and oil price fluctuations. The magiet of this vulnerability was highlighted in

early 2007 that saw a sharp decrease in Russiagyesebsidies; and again in 2008 by sharp
declines in international demand in the wake ofglebal financial and economic crisis.

The government succeeded in cushioning this impacecuring external financing and stepping
up lending by State-owned banks. These measuweg alith subsidies and transfers, enabled the
economy to grow by 10.2 per cent in real termsd6& up from 8.6 per cent in 2007. However,
the initial boost generated by these measures skdéméiave worn out, with GDP growth
plummeting to 2 per cent in 2089.

The only enduring impact of the emergency meashassbeen a heavy burden on the national
budget. Subsidies and transfers represented 68eperof total government expenditure in 2008,
up from 35 per cent in 1994, while the share of gensations for government employees
increased from 3 per cent to 11 per cent duringtie period.

To address the financial and economic crisis, thee@ment devaluated the Belarusian ruble by
20.5 per cent in January 2009, and implementediassef measures to stabilize the economy
(e.g., curbing inflation, spending cuts, reformithg exchange rate regime, and reducing price
controls)?> The Government also resorted to external borroyang obtained a $3.63 billion loan
from the International Monetary Fund (IMF) in 2009.

The substantive cash injection that came with ME loan, together with the reform measures,
enabled the economy to rebound and register arduhger cent real GDP growth in 2010. But
this growth came at the expense of soaring indektsllevels. The general government gross
external debt to GDP ratio reached 25 per cen0@92up from around 12 per cent in 2008 and is

! CIS member countries include: Azerbaijan, ArmerBelarus, Georgia, Kazakhstan, Kyrgyzstan,
Moldova, Russia, Tajikistan, Turkmenistan, Ukraamel Uzbekistan.

2 World Bank Development Indicators and United NasidDevelopment Programme (UNDP) Human
Development Indicators, different issues.

% Based on official statistics by the National Stéts Committee (NSC) of the Republic of Belarus,
published at: http://belstat.gov.by/homep/en/ingicemainl.php.

“ See World Development Indicators, World Bank.

® In January 2009, the government re-pegged therBs#m ruble, previously de facto pegged to the US
dollar, to a basket consisting of the US Dollarr&@nd Russian ruble in equal proportions (IMFL@0

® IMF (2010), Republic of Belarus: Fourth Review @ndhe Stand-By Arrangement, IMF Country

Report No. 10/89, Washington, D.C., IMF.
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estimated to have reached 30 per cent in 2010ewind current account deficit is estimated at 16
per cent of GDP in 2010At the same time, export growth continued to labibd imports, with

the consequence of expanding the trade deficitdsapter I), and, thereof, increasing the pressure
on inflation rates and foreign exchange reserves.

A second round of emergency measures was launohithy 2011, with the devaluation of the
ruble by 36 per ceritHowever, expected benefits are likely to be undeech by the reduced
purchasing power of ruble-denominated savings. Withcurrency devaluated by 56.5 per cent
since 2009, the enterprises lack the resourcemport the required spare parts and raw material
for maintaining their operations, let alone for argding production activities.

Access to external credit is also difficult withetgovernment's inflation targeting policy creating
upwards pressures on interest rates. At the same the enterprises are facing low level of
demand in domestic markets, owing to the susperdficctheap consumer loans to households
since May 2011. Under such conditions, the econsngxpected to grow by 3.5 per cent in real
terms 2017.

The economy's incapacity to generate enough sawingsexports forced the government into
another round of external borrowing. In June 20 bbtained a $3 billion from the Eurasian
Economic Community (EurAsiC) regional developmemdf which will be disbursed over a 10-
year period and accompanied by a series of refoaasnres in the areas of privatization, fiscal
and monetary policy?® But as the government is facing difficult loanagments on the 2009 IMF
loan, it has approached the IMF with a requeshéw credit:*

The need for further reform measures to achieve@o diversification is evident. This was
highlighted by several studies, which offer numerqaroposals for the consideration by the
Belarusian Government and its development partAétghile differing in their scope and focus,
the studies emphasize trade as a key element imdhievement of economic diversification.
Supported by appropriate policies, trade could kenabterprises to achieve economies of scale
and scope through technology transfers and newregpportunities.

Equally important is the necessity for targetecbr$f to overcome non-tariff regulatory and
procedural barriers to trade. Otherwise, Belaruginemic and trade development efforts are
likely to be defeated by high transaction costs,ictvhcould reduce the enterprises’
competitiveness in local, regional and internatianarkets. These non-tariff barriers form the
focus of the UNECE trade needs assessment studghwdentifies regulatory and procedural
barriers to trade based on a comprehensive evatutethodology.

This study summarizes the findings of the needssassent. It starts with a brief discussion of the
main issues facing Belarusian trade policy makeichapter one. This is followed by an overview
of the UNECE evaluation methodology in chapter t@bapter three highlights key procedural
and regulatory barriers to trade facilitation, vwehdhapter four looks into existing institutional

" Ibid.

8 IPM Research Centre (2011), Belarusian Monthlgrieemic Review, No. 6 (105), June, Minsk: IPM

® According to estimates by the IMF Research Ce(®6.1), Belarusian Monthly Economic Review,

No. 8 (107), August, Minsk: IPM.

1% bid.

M IMF (2011), Statement by the IMF Mission to thepRblic of Belarus, Press Release No. 11/229,
13 June, Washington, D.C.

12 See, for example, UNCTAD ( United Nations Confeeron Trade and Development) (2009),
Investment Policy Review: Republic of Belarus, N¥ark and Geneva, UN; UNDP (United Nations

Development Programme) (2011), Belarus: The Humaweldpment Implications of Trade Policy,

Belarus, UNDP; UNECE (2011), Innovation PerformaRaview: Belarus, New York and Geneva, UN;
and, World Bank (2010), Belarus Performance and gitiveness, Belarus Economic Policy Notes,
No.2, Washington, D.C., World Bank;



Introduction

bottlenecks facing government agencies involvedhia areas of standardization and technical

regulations. The two chapters also identify prioneeds, and propose practical, action-oriented

recommendations for addressing these needs. Tihehlagter emphasize the need for a sequenced
approach for implementing the proposed recommeniuisti






1. The Belarusian trade sector

This chapter introduces key policy issues facingaBisian policy makers, with a view to set the
context for a detailed analysis of procedural agllatory barriers to trade. The chapter starts by
providing an overview of the trade sector's perfonoe, with a special emphasis on merchandize
trade. An examination of major structural impeditseto trade development and ongoing trade
development efforts comes next, leading to a d&Eonf ongoing trade development efforts.

1.1 Trade patterns

The Belarusian economy has a high degree of trpdaress, with a ratio of total merchandise
trade to GDP standing at 102 per cent in 2009,0apared to 37 per cent in 1994. However,

trade openness has been historically underpinnemhliynport bias manifested in a high ratio of

merchandise imports to total merchandise tradeclwfiuctuated between 53 per cent and 57 per
cent over the past decade. Hence, a persisterevquahding trade deficit that reached $7.3 billion

in 2009 up from $557 million in 1994 (Figure 1.The share of this deficit in GDP has also

increased from 4 per cent to 15 per cent overdheesperiod?

Figure 1.1
Belarus Merchandise Trade Balance ($billion)

0.0 T T T T T T T T T T T T T T T
1994 1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009

10 '\'\\.\.\//-\\.//-\ \ A

VAR

-3.0

ZZZ \
\
N

7.0 ~

-8.0

Trade Balance

Year
Source: Calculated based on World Bank estimates as teghar the World Development Indicators.

A review of the composition of the Belarusian mewtlise trade reveals a highly concentrated
structure. As shown in Figure 1.2, mineral productstituted the largest segment of
merchandise exports and imports in 2010. Chemiaadyzts ranked second on the export side,
followed closely by machinery, equipment, vehices transport equipment. On the import side,
machinery, equipment and transport vehicles raskednd, followed by chemical products, albeit
with a wide gap.

13 See World Bank Development Indicators for Belaatshttp://data.worldbank.org/country/belarus.

~5~



Regulatory and Procedural Barriersto Trade in Belarus

100%
90%
80%
70%
60%
50%
40%
30%
20%
10%

0%

Figure 1.2
Breakdown of Belarusian Exports and Imports (2010)
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Source: National Statistical Committee of the RepublicB#larus (2010, Statistical Yearbook of Belarus,

Minsk.

It is worth mentioning that the period since latmeties has since a gradual shift in the
composition of exports towards fuel s at the expeos manufactures, suggesting continuous
deterioration in export competitivenéésAs shown in Figure 1.3, fuel and fuel products
accounted for around 8 per cent of Belarusian toeichandise exports in 1998, as compared to
around 78 per cent the share of manufactures. @&ftere manufacturers’ share of total

merchandise exports has been assuming a declneind. t

Figure 1.3

Share of fuel (and fuel products) and manufatures in merchandize exports (1998-2009)

(as a percentage of 1otal merchandise exports)

90%

809%

70%

60%

50%

Share

—a—TFuel

40%

/l/J\*/._. Manufactures

30%

20%

10% A

0%

1998

1899 2000 2001 2002 2003 2004
Years

2005 2006 2007 2008 2009

Source: World Bank, World Development Indictors.

1 For an extensive analysis of Belarus' competigs, see, for example, the World Bank (2010),
Belarus Performance and Competitiveness, Belarusmdtic Policy Notes, No.2, Washington, D.C.,

World Bank
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Yet another feature of the Belarusian trade sestits heavy concentration with a limited number

of partners, particularly the Russian Federatioril®/the share of the Russian Federation in
Belarusian merchandize trade has been registeangncous decline trend since 1998, this trend
does not reflect genuine diversification in tradertpers. Rather, the decline was caused by
increased competition in the Russian market. Belaru exports to the Russian Federation,
consisting mainly of trucks, tractors, milk and rggproducts, meat, iron and steel and ethylene,
represented 41 per cent of Belarusian exportQk02own from 65 per cent in 1998. On the

import side, the share of the Russian Federatiaotal Belarus' imports remained stable, albeit
some fluctuations, at 53 per cent and remained ritexd by oil and raw commodities.

Belarus other main trade partners include the E@+&¥ Ukraine, and exports to these markets are
dominated by mineral products. Thus, even as Bsilanenterprises expand their outreach to new
markets, they remain inherently incapable of vengumto new production activities. As shown
in Figures 1.4 and 1.5, the European Union (EUy&ed as Belarus’ second trade partner in
2010, followed by Ukraine. However, Belarusian @t to Ukraine are dominated by mineral
and agricultural products. In the case of the EUH2 addition to mineral products and chemicals,
exports include machinery and transport equipment.

Figure 1.4 Figure 1.5
Belarus main export partners (2019 Belarus main imports partners (2010)
Others 11

Others 16.9%

Venezuela 2%
China 4.1%

EU (27) 26.3%

Brazil 3.3%

. Ukraine 5%
China 2%

i 0
Ukraine 11% Russia 53.1%

EU (27) 24.3%

Russia 40.9%

Source: International Monetary Fund, Direction on TradatiStics.
1.2 Structural bottlenecks to trade development

No doubt that Belarus has registered significanicttiral transformation since 1991, with the
agricultural sector’s share in GDP decreasing fesound 24 per cent in 1992 to 10 per cent in
2010." However, as previously mentioned, this structtrahsformation was not paralleled by
improvements in competitiveness. Thus, the limégdort basket of Belarus is mainly due to the
lack of economic diversification, so that expandihg export basked requires nothing short of a
major industrialisation effort.

The industrial sector, which accounted for arouBgdr cent of total GDP in 2010, is dominated
by fuel (and fuel products) and machinery manufdog, continuing a persistent trend. The two
branches accounted for 22 per cent and 21 peroéehe industrial sector’s total value added in
2010, respectively, followed by processed food@lper cent), and chemical and petrochemical
manufacturing (12 per cerif).

The services sector, which registered an increass ishare in GDP from nearly 29 per cent in
1992 to around 48 per cent in 2009, is dominatenhtgynal trade and catering activities, transport
and construction services. There is a lack of aded business services, information and

'3 \World Bank, World Bank Development Indicators.
16 H
Ibid.
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communication technology, and research and devedogrh all of which are critical for
improving the industrial sector's productive capaend, thereof, the achievement of structural
transformation toward high-value added activities.

This lack of economic diversification is attributexdthe limited contribution of the private sector
to economic development, accounting for around &0cgnt of GDP in 2010, the lowest among
transition economies? Reform measures to develop the private sectoolftiir, among others,
reducing restrictions on foreign direct investmesatspending interest rate ceilings and adopting a
competition law) were undermined by a slow privatiian process. The privatization programme,
which commenced in 1991, targets relatively smalinpanies in trade and public catering
(restaurants or food stands), agriculture, lighhufiacturing, construction, machine building and
metal plants.

Small- and medium-sized enterprises (SMEs) arelartalprovide a seedbed for entrepreneurial
ship, because they are thin on the ground. At a# gér cent share of GDP in 2009, Belarusian
SMEs' are lagging behind their counterparts in@ih® region'® Available statistics show SMEs
share of GDP in Uzbekistan standing at 16 per @@r2003 and at around 43 per cent in
Tajikistan®

The SMEs are burdened with a cumbersome businelssegalatory framework that continues to
inflate their transaction costs despite the Gavemt's comprehensive reform measét&\VIEs
operate under import/export restrictions, admiatste control over prices, high levels of tax,
penalties, and restrictions on currency transastiarmich force them to concentrate on activities
with low sunk costs (i.e. requiring low initial iestment). The weight of administrative
formalities and procedures is reflected in the SMisphasis on the need for legal advice on
business laws (e.g., taxes, obtaining permits).etstaff development, a critical requirement for
improving production and overall managerial proessganks low on the SMEs priority list,
suggesting a heavy focus on adapting to surdive.

Moreover, the majority of Belarusian SMEs are hygkependent on State-owned enterprises,
which constitute the main outlet for their productéiey are also heavily concentrated in the
capital city, Minsk, suggesting more reliable aettér quality infrastructure servic&s.

Foreign direct investment (FDI) flows, which staamlimportant element in stimulating economic
diversification and technology transfer, constitutenly 2.5 per cent of GDP in 2006-2007 in
average. This comes despite the government's tfmrttract FDI by increasing the system-wide

" World Bank, World Bank Development Indicators
8 UN (United Nations) (2010), The United Nations Blpment Assistance Framework (UNDAF) and
UNDAF Action Plan for the Republic of Belarus fdd?1-2015, Belarus, UN.
19 |MP Research Centre (2010), Small and Medium Bassinn Belarus, Quarterly Review, 17th issue.
%0 Asian Development Bank (2005), Private Sector Assent for Uzbekistan, Asian Development Bank;
and, IFC (International Finance Corporation) (20(ysiness Environment in Tajikistan as Seen by
Small and Medium Enterprises, Washington, D.C., IFC
2L The government implemented a series of reform oreasin the areas of business registration,
construction permits, hiring of labour, propertyistration, taxation and foreign trade. As theseaar
represent six out of the ten areas covered by tbddMBank’s Doing Business Indicator, Belarus ollera
ranking on the ease of doing business index moyeftam 115 ( among 178 economies) in 2008 to 68
(among 183 economies) in 2011. The most comprelensieasures were in the area of starting a
business, with the creation of a one-stop shoppfaperty registration and a broad administrative
simplification program that set strict registratibme limits and computerized records. World Bank
(2010), Belarus Performance and Competitivenesiride Economic Policy Notes, No.2, Washington,
D.C., World Bank.
22 A. Glambotskaya, E. Rakova and A. Kkriba (2010)siBess in Belarus 2101: Status, Trends,
2I33erspectives, Minsk, IMP Research Centre.

Ibid.
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cap on foreign ownership to 50 per and establisBiegonomic free zonésThis share is below
the CIS average share of 4.1 per cent, as wellea§.2 per cent average share of Eastern Europe
and Central Asia over the same period. In additiéDl inflows are highly concentrated in
banking and telecommunications, along with retad aonstructior® It is worth noting that the
construction sector has only recently figured &swarecipient of FDI inflows, particularly in the
aftermath of the five-year Programme for Social Bednomic Development for the period 2006-
2009% It is also worth noting that the construction'sushof FDI has come at the expense of
machinery and equipment to construction. The sbho®nstruction and installation in total fixed
asset investment increased by around ten pointe sh®06, while the share of machinery
investment contracted by around 10 poffts.

1.3 Ongoing trade development efforts

Trade liberalization has long been given priority the Belarusian Government as a critical
element for achieving broad-based export compehtgs and economic diversification. Belarus
commitment to this development path finds its gjemt expression in its efforts to join the World
Trade Organization (WTO), which commenced in 1993.

While several hurdles must be cleared before timastef its accession package could be finalized,
Belarus has taken important steps to anchor itetpelicy in international binding commitments
through bilateral trade agreements. To date, Begldvas engaged in bilateral market access
negotiations with 22 WTO members. The negotiatimege culminated into mutual agreements on
Belarus’ future accession commitments in the afegods and services with ten WTO members,
including Armenia, Bulgaria, China, Cuba, DominicRepublic, India, Kyrgyzstan, Moldova,
Panama and Turkey.

Most recently, Belarus has formed a Customs UnioWd)(with Kazakhstan and the Russian
Federation, which is based on the WTO principlesnokt-favoured-nation treatment, national
treatment, transparency and the prohibition of ¢tyanestrictions. The CU comes within the

context of a broader effort by the Eurasian Ecomo@ommunity (EurAseC) to increase inter-

regional cooperation among its CIS memb&r$he first of the EurAsEC remaining members to
join the CU, which is expected to include all EUE&smembers, is Kyrgyzstan that announced its
intention to join the CU in April 2010.

The CU involves the creation of a common exteraafft(CET) in relation to third countries as a
stepping stone toward the establishment of a siag@momic space by 2012, with freedom of
movement of services, goods, labour and capitad. GBET was enforced in January 2010, and was
followed by the establishment of a unified systehman-tariff regulations and a mechanism for
the distribution of import customs duties. At praiséhe three CU partners are discussing a draft
agreement to eliminate remaining trade barriees (iot included in the basic CU agreements),
including trade remedies, levies and equivalentsmess applied to imported and exported goods
originating in CU territory. The draft agreemerd@bnvisages non-discrimination with respect to

4 As of 2003, Belarus boasts six free economic zombih have attracted foreign investment, esplcial
from Germany, Poland, Russia, and the United StafeAmerica which stands as the sixth-largest
investor. UNCTAD (2009), Investment Policy RevigRepublic of Belarus, New York and Geneva, UN.
% UNCTAD (2009), Investment Policy Review: RepullicBelarus, New York and Geneva, UN.

% The programme seeks to achieve 11-12 per centtlyriowesidential construction over the 2006-2009,
with a target of 20 per cent for 2010 (IMF, 2011).

2" IMF (2011), Statement by the IMF Mission to thepBilic of Belarus, Press Release No. 11/229,
13 June, Washington, D.C.

%8 EurAsEC was established in 2000 by the BelarugaKlastan, Kyrgyzstan, Tajikistan and Russian
Federation, with a view to stimulate economic ce+agion between its members by developing, inter
alia, free trade regime, unified customs area, comenergy market and transport network. Uzbekistan
became a member of EAEC in January 2006 (and sdepdts membership at the end of 2008). In 2002
and 2003 Moldova, Ukraine and Armenia were graoteskrver status in EurAsgcC.
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the flow of goods within the CU territory, taxati@and obtaining permits (licenses, standards,
etc.)?

Currently, goods originating in the CU territoryeagxempt from customs duties and quantitative
restrictions and equivalent measures. This exempleo applies to goods originating in third

countries and released for domestic consumptichénCU territory. One exception being crude
oil delivered to Belarus in volumes exceeding ddmensumption requirements, with customs
duties imposed according to an intergovernmentedeagent. In addition, a number of sensitive
items, such as passenger cars, are covered by ri@mexemptions.

The CU has provided new impetus for the liberalwaf Belarus’ foreign trade, with average
tariff decreasing from 11.62 per cent before the t©U10.69 per cent. Moreover, Belarus'
extensive harmonization of its tariffs and nonffarieasures with its customs partners should help
it align further its trade regime with the WTO rsilend regulations. This is particularly since both
Kazakhstan and the Russian Federation are advamtieeir WTO negotiations.

Though it remains early to evaluate the impacthaf CU on Belarus trade patterns, available
statistics show increased trade between BelarusitadU partners by 21 per cent in 2010 in

relation to 2009. Table 1.1 shows that Belaruschmarndise trade with Kazakhstan grew at higher
rates than with the Russian Federation, on botlexpert and import sides. However, measured in
absolute terms, Belarus trade with Kazakhstan mesnaiodest, at $867 million as compared to
$27,874 billion, the value of total trade with tReissian Federation. The Russian Federation,
therefore, remains Belarus main trade partner,wdow for around 95 per cent of Belarus trade
with the CU.

Table 1.1
Belarus merchandize trade with CU partners-2009-200($US million)

Trade with the
Trade Balance Trade with CU partners Russian Federation Trade with Kazakhstan
2010 2009 |Growth (2010 2009 Growth| 2010 2009 Growth
Total Trade 28,742 | 23,833 | 21% 27,874 23,445 19% 867 388 1236

Exports 10,280 | 7,032 | 46% 9,816 | 6,719 46% 464 313 48%
Imports 18,462 |16,801 | 10% 18,058 16,726 8% 404 75 439%
Balance -8,182 |-9,769 -8,242 | -10,008 60 239

Source: National Statistical Committee of the Republic al@us.

In terms of the composition of Belarus' merchantliade with its CU partners, available statistics
from the National Statistical Committee of the Relpuof Belarus shows exports to the Russian
Federation as dominated by motor vehicles, tractord trucks, ferrous metals, agricultural
machinery, furniture including medical, meat andknand dairy products, continuing a persistent
trend. Exports to Kazakhstan feature the same ptadix, in addition to refrigerators. It is worth
noting that refrigerators used to be among Belanas1 exports to the Russian Federation, until
recently due to increased competition in the Russiarkets. It seems that the CU created a new
market for this product.

Thus, the CU has yet to stimulate investments i peoduction activities. This is only to be
expected since the CU is still in its very earlyange and in view of the economic crisis that has

% The initial formal step towards the CU formatiorasvthe execution on October 6, 2007 of the
Agreement on Creation of the Single Customs Teyritand Customs Union Formation and the
Agreement on the Customs Unit Commission. The Qallbasis was consolidated with adoption of the
Unified Customs Tariff and Unified Non-tariff Custs Regulations, and the execution of the Agreement
on the Customs Code of the Customs Union on 27 Mbee 2009. The Customs Code came into effect
on 6 July 2010.
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been besieging the Belarusian economy. NonethdlessCU performance record points to the
necessity for complementary measures to stimulete investments in production activities with
higher value-added. Such measures are all the newessary in order to avoid trade diversion.
Available statistics shown in table 1.2 suggestt Belarus increased trade with CU partners
came at the expense of its trade with EU (27). yidgae 2010 witnessed a decrease in the share of
EU (27) in Belarus total trade in relation to 200%is decrease was less pronounced on the
import side, as Belarus imports from EU (27) grewlh per cent, as opposed to 10 per cent the
rate of import growth from CU.

Table 1.2
Belarus merchandise trade with main trade partner($US hillion)
Trade partners Total Trade Share in Belarus
exports/imports
2009 2010 Growth 2009 2010

Total Exports 21,304 25,226 18%

Customs Union 7,032 10,280 46% 33% 41%
Remaining CIS countries | 2,284 3,220 41% 11% 13%
EU (27) 9,301 7,604 -18% 44% 30%
Rest of the World 2,687 4,123 53% 13% 16%
Total Imports 28,569 34,868 22%

Customs Union 16,801 18,462 10% 59% 53%
Remaining CIS countries | 1,423 2,048 44% 5% 6%
EU (27) 6,546 | 7,547 15% 23% 22%
Rest of the World 3,799 6,811 79% 13% 20%

Source: National Statistical Committee of the RepublidBaflarus.

These observations notwithstanding, successfulloewent experiences show that the impact of
any trade regime rests upon a combination of factdbhese include overall macro-economic
conditions (e.g., the exchange rate regime, imfitatand so on); the regulatory framework
surrounding FDI (e.g., foreign ownership rightse trules for technology transfer, etc.); the
availability of enterprise support and trade prdaomtservices; and the depth of the financial
sector, to name a few.

At issue, therefore, is how best to consolidate oorg trade development efforts with
complementary measures to stimulate trade creatidrhese complementary measures are
discussed in the chapters three and four. A lishefneeds identified by the needs assessment is
provided in the Annex.
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2. UNECE needs assessment methodology

This trade needs assessment is based on the UN&Zkaton methodology, which draws on
existing evaluation methodologies and the secegtarown experience to capture regulatory and
procedural barriers to trade in god@i§he methodology comprises distinct sets of questioes
targeting all the participants in the internatiotrale supply chain, thereby capturing both behind
and at-the-borders trade barriers that inflatethaers' transaction costs (time and financial ise
and undermine their ability to meet internationadlity standards.

Consistent with UNECE's mandate, the evaluatiorhouglogy features special emphasis on the
legal and institutional framework related to tradeilitation, as well as technical regulations,
guality assurance, accreditation and metrology (BI8ystem. The terms "trade facilitation" and
"SQAM" are to be understood as follows:

Trade facilitation refers to the extent to which import/export praged, information and
documentation requirements are rationalised, haimadn simplified, streamlined and
automated to reduce the costs associated withnatienal trade, and increase overall
efficiency and transparency.

Standardization policies refer to policies and regulations concerned wite pecific
characteristics of products, such as its size, essha@gsign, functions and performance, or
the way it is labelled or packaged before it ixpthin the market. Standard refers to a
technical specification approved by a recognisetonal, regional or international
standardization body and made available to theipulor repeated or continuous
application, with which compliance is either cormgmil or not compulsory.

Technical regulations are to be understood pursuant to the Agreementeamhnical
Barriers to Trade (TBT) as a "document which laged product characteristics or their
related processes and production methods, includiveg applicable administrative
provisions, with which compliance is mandatorymiay also include or deal exclusively
with terminology, symbols, packaging, marking dsdding requirements as they apply to
a product, process or production method".

Conformity assessment is to be understood pursuant to the Agreement B, Tas
involving procedures used, directly or indirectiy,determine that relevant requirements
in technical regulations or standards are fulfilled

Related to conformity assessmenadsreditation, which refers to independent evaluation
of testing and calibration laboratories, managersgstems, inspection bodies and so on,
to confirm compliance with internationally recogmizstandards and requirements for risk
reduction purposes.

Metrology, often referred to as "weights and measureshedsstience of measurement. It
involves, among other processes, tool setting andygt-verification operations using

diverse technologies. Although metrology is peredias part of conformity assessment
systems, it is itself an independent part of a laguy system. It is therefore important to

% The UNECE methodologies drew on: World Bank (201Tyade and Transport Facilitation
Assessment: A Practical Toolkit for Country Implertaion”; WTO (2009) “Negotiations on Trade
Facilitation: Self-Assessment Guide”; United NasoDevelopment Programme (2008) “Trade and
Human Development: How to Conduct Trade Needs Assest in Transition Economies”; International
Trade Centre (ITC) (2004) “Road Map for Quality"”T@ (2010) Non-Tariff Measures Survey
Questionnaires, mimeograph; and the United NatiGosference on Trade and Development (2009)
“Classification of Non-tariff Measures”.
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treat metrology from both perspectives. Metrologytd be distinguished frortegal
metrology, which focuses on ensuring the quality and crétibof measurements used
directly in regulation and in areas of commercegdlemetrology is also concerned with
ensuring due diligence in the treatment of tradigkand preventing the misuse of the
measurements.

By covering the above-mentioned areas, the UNEGHIation methodology seeks to identify:

Issues that traders and service providers facexmoréng and importing goods,
while highlighting sectors that are particularlyested:;

Existing constraints in regulatory, documentary pratedural requirements related
to international trade transactions;

The quantitative (time/money) and qualitative impafcbarriers along the trade and
transport chain;

The availability and structure of logistical seesc (e.g. transport, forwarders,
brokers) in the participating country, and any ptt obstacles to the
modernization/development of these services;

Shortcomings in terms of operational efficiencytleése and related services, and
consequently the remedial actions to consider th thee short and long run;

The availability, at reasonable cost, of interragity recognized testing, inspection
and certification services;

Shortcomings in the country’s quality infrastruetu¢internationally accredited
testing laboratories, conformity assessment, amatibn and accreditation bodies,
as well as metrology institutions) and related ettpe leading to additional costs
and delays in export practices;

The availability of institutional consultative metisms for the development and
implementation of regulatory policies to ensuret tiee concerns of the business
sector are taken into account;

Gaps in participation in the activities of relevantternational standards-
development bodies.

As previously mentioned, the needs assessment araied out in close consultation with the
Belarusian NAC, which brings together represengatifrom all relevant ministries and public
institutions under the leadership of the Belarufaputy Minister of Economy.

The questionnaires were addressed to around 1Réhsiaers representing exporters, importers,
relevant government officials, transport operatarsd logistics service providers. Traders,
transport operators and logistics service provideese selected based on the level of their
engagement in foreign trade transactions. Thusthiolge with major operations were interviewed,
as explained below:

Exporters from the following sectors:

Machinery (13 companies), Construction (8 compani€semicals (4 companies),
Electronics (3 companies), Textiles (10 companiéshd industries (7 companies),
Furniture industries (2 companies), Pharmaceuti¢alsompanies), Wholesale (2
companies). The total annual export of these corepaamounted to 1,910 million
USD.
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Importers from the following sectors:

* Machinery (9 companies), Construction (5 compani€semicals (3 companies),
Electronics (3 companies), Textiles (11 companiéshd industries (5 companies),
Furniture industries (3 companies), Pharmaceutialsompanies), Wholesale (3
companies). The total annual import volume of thes@panies amounted to 559
million USD.

Transport and Logistics service companies

* International road carriers (10 companies). Thaltgblume of freight of these
companies amounted to 169.8 thousand tons; thes ginsual value of goods
transported amounted to 371.0 million USD;

« Railways - Belarusian Railways;

e International air carriers - JSC "Airline "Transaskport "; and

* International express delivery companies (2).

Government agencies

» State Customs Committee of Belarus;

e Border agencies (3);

e Ministry of Trade

e Ministry of Foreign Affairs

e State Committee for Standardization of the RepuifliBelarus (Gosstandart)

The stakeholders were approached during face-m-fiterviews conducted by UNECE
consultants in the fall of 2010, guided by the iing$ of a Desk Study on the procedural and
regulatory framework underpinning internationaldegatransactions in Belarus. The UNECE
fielded a follow-up mission to Belarus early 20blsblicit feedback on pertinent issues emerging
from the fieldwork.

The results of the questionnaires on trade fattditawere analysed using the UNECE Buy-Ship-
Pay Model reference model. The model offers a broatteptualization of international trade
transactions as proceeding aloagsingle process in a supply chain, rather than a series of
fragmented activities spread across different actimternational trade transactions are grouped
under three main operations, which correspond ¢obtlisiness processes undertaken by traders
throughout the supply chain. These operations are:

« BUY — covering all commercial activities relatedth@ ordering of goods;

» SHIP - covering all of the activities involved imet physical transfer of the goods,
including regulatory procedures related to offi@ahtrols;

* PAY - covering all of the activities involved inyaent transactions

As shown in Figure 2.1, by clustering business @gsees along the above-mentioned lines, the
model captures all trade-related business processdading the establishment of commercial

contracts (commercial procedures), the arrangemwieimiand and cross-border transportation of

goods (transport procedures), the export and imjpomalities to meet regulatory requirements

(regulatory procedures), and the payment for peetigioods (financial procedures).
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Figure 2.1
UNECE international supply chain Buy-Ship-Pay refere model

Prepare Prepare
for for

Commercial Transport Regulatory Financial
Procedures Procedures Procedures Procedures
* Establish Sales * Establish Transport + Obtain Import/Export * Provide Credit Rating
Contract Contract Licences « Provide Insurance
* Order Goods » Collect Transport and RIcNdCiCIStoms * Provide Credit

: f . Declarations
« Advise On Delivery Deliver Goods  Provide Cargo * Execute Payment

* Request Payment * Provide Waybills, Declarations +Issue Statements
Goods Receipts Stg}us + Apply Trade Security

Reports 7\ Procedures
( ®‘ ‘Q‘ « Clear Goods for ) g;
— \ W/ Import/Export - N

The emphasis is ensuring the overall improvemenh®fend-to-end value chain. This means that
the different actors involved (including governmeagencies, intermediaries and traders) are
examined in terms of their contribution to incregsithe efficiency, transparency and
predictability of trade, as opposed to their fumasl excellencé. Moreover, trade documents and
procedures are measured against UNECE key prisciple trade facilitation, including:
transparency, communications, consultations angharation; simplification, practicability and
efficiency; non-discrimination, consistency, predility and due process; harmonization,
standardization and recognition; and modernizadiah the use of new technology.

Consistent with such a holistic approach to anatysnternational trade transitions, the results of
the questionnaires on SQAM are analyzed using tbdugt life cycle approach. As shown in

Figure 2.2, this approach allows for analyzingdiféerent regulations and institutions in terms of
their contribution to the product life cycle, stag from product design, then to placing the
product on the market and ending with its eventiigttibution.

%1 For a detailed discussion of this Model, see UNER&Eommendation 18 (UNECE, 2001).
%2 UNECE (2006). Towards an Integrated Strategy flfCEFACT, Geneva, Switzerland.
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Figure 2.2 Product life cycle and regulatory syspgotesses
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The challenges to an improved SQAM regulatory sysaee conceptualized as stemming from the
quality of infrastructure (i.e. testing laboratajiglevels of expertise and knowledge of officials
(competence), management methodologies, and timelloregulatory environment.
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3. Trade facilitation

Belarus has implemented significant reform meastrésprove its business environment, which
moved its overall ranking in the World Bank's Eaé®oing Business index up from 115 (among
178 economies) in 2008 to 69 (among 183 econoniie)012.* The most comprehensive
measures were in the area of starting a businettsfive creation of a one-stop shop for property
registration and a broad administrative simplifimatprogram that sets strict registration time
limits and implements computerized records.

Still, the survey results show that there remagr for improvement, particularly in relation to
cross border trade that also appears as the leastephed area in the World Bank Doing Business
index (with a ranking of 152). This chapter idemesf at the borders and behind-the-borders
bottlenecks to trade facilitation using UNECE BuyifsPay Model.

3.1 Main actors and trade-related transport infrastucture

This section introduces the main government agen@ed intermediaries involved in
administering and servicing the Belarusian intéomall trade supply chain, with a view to setting
the context for a detailed discussion of the suresyilts.

Government agencies
Border control agencies

Border control functions in Belarus are carried bytthe following six agencies: the Customs
authority, border guards, transport authoritiestenmarian, sanitary and epidemiological
inspection agencies. These agencies are involvedifigrent stages of cross-border trade
transactions and in various degrees, dependingeonature of imported goods.

The main player is the State Customs CommitteehefRepublic of Belarus (SCCBY), which
conducts day-to-day customs operations through dstoms houses, spread throughout the
country. These houses are located at border comvints (the location of which is specified by
the Council of Ministers), and behind-the-bordentecol points in temporary storage facilities and
Customs warehouses (as specified by the Counblimibters and SCCBYY.

In addition to supervising the implementation osttuns policy as set out in the Customs Code,
and ensuring compliance with trade obligationsidistaed under bilateral and international trade
agreements, SCCBY drafts customs legislations.dlatipns with direct impact on businesses are
presented to the public during workshops and aldighed on the SCCBY institutional website
for feedback.

The SCCBY also decides on measures for facilitatimgs-border trade. These measures draw to
a certain extent on the results of the SCCBY swgvepich it conducts via its institutional
website, and are decided jointly with the State d®@or Guard Committee (the SBGC) in
consultation with the private sector through theofi¥hg Group of the Public Council". In
principle, the Council, which is attached to SCCRXings together representatives from the

% World Bank (2012). Doing Business Report 2012.

% By law, internal points can be located in airporitger ports, railway junctions, and enterpriserpises,
and international post offices and other placesifipd by the Council of Ministers and the State
Customs Committee. It is worth noting that Custariesmrance points may be maintained by any legal
person, with permanent residence in Belarus. Supkrson is to provide Customs bodies with office
space to conduct customs clearance. Article 2@hef Customs Code of the Republic of Belarus,
3 February 1993.
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business and customs, and other government ageareiedten invited to the Council’s meetings.
The Council's recommendations are presented tsldgigie and executive authorities and, once
approved, are integrated into customs legislation.

The SCCBY liaises with other agencies through tBenimission for Trade Facilitation”, which
brings together all relevant together public stakéérs (SCCBY, SBGC, the Ministry of
Transport and Communications, the Ministry of Frgnthe Ministry of Health, and the Ministry
of Agriculture and Food). The Commission also desicdbn issues related to inter-agency
coordination at the main borders, and its decisemesbinding. Most recently, the Commission
decided to handover transport controls at the ocdessing points to the SCC and the SBGC
officers. At the time of writing the study, the pealure was yet to be launched in a pilot test
phase.

Other government agencies

Supporting the Belarusian international trade syipphin along with SCCBY are the Ministry of
Economy, which coordinates country-wide simplifioat streamlining and standardization of
trade-related rules and procedures, including tigration to non-paper based systems. Then
there is the Ministry of Foreign affairs, which anss that trade-facilitation efforts proceed in
accordance with WTO-administered multilateral trgdisystem. Other government authorities
include the Ministry of Finance, which oversees pagment system; the Ministry of Transport,
which is responsible for ensuring the quality aafbty of the transport system; and, the Ministry
of Commerce, which coordinates trade regulatiorik miain trade partners.

Intermediaries
Belarusian Chamber of Commerce and Industry

With its six regional branches and 32 affiliateicds, the Belarusian Chamber of Commerce and
Industry, which is a non-governmental entity, ispensible for a number of regulatory
procedures, including:

» Issuing certificates of origin.

» Certifying the authenticity of documents used iteinational trade, in addition to
translating and certifying translated documents.

» Assisting traders in settling disputes arising frioternational trade activities.

» Assisting traders in preparing documentary requimeis for customs clearance
including, customs declarations, transaction passpetc.

» Promoting Belarusian trade through, among otheviaes, organizing trade fairs
abroad, and assisting enterprises in identifying seurces of supply and outlets
for their products.

e Providing information on business opportunitiesoalol and on trade regulations
in Belarus and abroad.

Customs agents

Belarusian traders have a choice of 80 customsebsokiowever, the majority (up to 83 per cent)
are located in the capital city of Minsk, wheredgaactivity is concentrated. Key services offered
by customs brokers include:

* Advice on customs regulations, classification obd® (HS coding), foreign
exchange and trade laws, calculation of the optiambunt customs fees and
taxes, appropriate customs regime.

e Advice and assistance with obtaining permits, fieaties of conformity, licenses,
etc.
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e Preparation of documentary requirements for custatemrance, including:
customs declarations, transaction passports.

* Advice and assistance with the preparation of trageeements with foreign
enterprises.

Insurance companies

Trade insurance services are provided by one coynpaly, “Beleksimgarant”, which is a State-
owned company established by a Presidential Dewide an exclusive right to issue trade
insurance€’ The company offers export risk insurance contragktsch cover losses resulting from
the importers' non-fulfilment of their obligationsder trade agreements as a result of insolvency
and political instability. Losses resulting fromrlgatermination of export contracts are also
covered. In addition, Beleksimgarant issues imjmgtirance contracts against damage or total
loss of cargo in transit.

Insurance contracts are issued in close consuitatith the Ministry of Finance, which sets the
basic rates based on the level of political rif¥ditical risks levels are established in considtat
with the Ministry of Foreign Affairs drawing on imfmation by the Organization for Economic
Cooperation and Development and the Internatiom@btJ of Credit and Investment Insurers
(commonly referred to as the Berne Union).

Transport infrastructure and logistics service providers

Belarus transport system comprises a comprehemailigay network, covering around 5,512
kilometres in length, of which 874 kilometres arectified; multiple international airports

(Minsk International Airport, Minsk-1 and Gomel Airts); ports equipped to handle general
cargo(Gomel, Bobruisk, Brest and Mozyr); and, avwoet of motor routes that extends for 86,000
kilometres.

The railway network is at the centre of the Bel@mistransport system, which connects the
various regions, links the ports to the hinterlasaig connects the country with its neighbours. It
should therefore come as no surprise that railvemstitutes the most commonly used mode for
transporting mechanise trade. It facilitates tlosvfiof over a third of the total volume of freight

transport, with 70 per cent of the total rail filgtigcomprising oil and petroleum products,

construction materials, chemicals and minerallieetis.

The railway network is owned by the national rampany (BZD / E), which operates in
accordance with the Agreement on International Gda@énsport by Rail (SMGS). The company
carries out 182.2 million tons of cargo (30 millioh exports, and 152.2 million of imports) on
average per year. Major destination countries araziB Britain, China, Finland, Latvia,
Lithuania, Netherlands, Poland, the Russian Feidarahd Ukraine.

Belarus also boasts a developed freight forwardmlystry, which comprises an assortment of
companies, specialized in international air, sehraad/rail forwarding, and their services are well
appreciated as suggested by the results of the IEN&@luation. Around 60 per cent of the
respondents said that they use the services afhfrdbrwarding companies to export their
products (48 per cent use several companies apdrl@nt use one company only).

The respondents also reported that they are satigfith the quality of the services offered by
these companies, though some noted that more beuiidne for improving multi-modal transport

services. Those who do not use freight forwardéss femaining 40 per cent) explained that they
are relieved from handling the transport of theipats by the buyer, who takes this operation
upon himself.

% Decree of the president of Belarus, August 256200534.
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Traders are also serviced by an assortment ofisiienal road carriers and international express
delivery service providers. Around 60 per cent o surveyed international road carriers (10
major companies) provide "from door-to-door" seegicand all companies follow UNECE TIR
(Transports Internationaux Routiers) and World Customs Organization (WCO) ATAd(ission
Temporaire; in English Temporary Admission) procedurés.

The past few years has seen Belarus launch ndativets to capitalise on its geographic location
as a gateway to CIS countries and the EU. Thedmtingés seek to improve transit traffic
conditions, and include: the Programme for Ensufificient Use of Transit Potential of the
Republic of Belarus for 2006 — 2010; the draft Paogme for the Development of the Transit
Potential of the Republic of Belarus for 2011 — 20the Roads of Belarus; Strategy for the
Development of the Transit Potential of the RepubfiBelarus for 2011 — 2015; and, the Concept
of Belarus’ Transport System Development until 2025

Most recently, the government launched a five-y@agramme, the National Transit Potential
Programme, which stipulates the construction ofskfte-of-the-art logistics centres over the
period 2011- 2015; improving the system of inteiora! transportation; and, and introducing new
management information technologies at border obrdgencies! The plan constitutes an
important step in improving the country's logistiedustry, which has been historically dominated
by a few companies.

The government has also set up an Interagency Weprkdroup in 2011 to oversee the
development of the country's transport and logstiefrastructure and associated services,
encourage innovation and attract FDI. This groupvese as a counterpart to the Interagency
Working Group is the Association of Internationakight Forwarders and Logistics (BAME),

also established in 2011, to promote and protextnterests of freight forwarders and logistics
companies.

However, these efforts risk being undermined byac#p shortfalls in the railway industry.
Despite the success and importance of this trahspade, the companies questioned, including
the customers of the largest service provider (tagional Belarusian Railways), indicated
problems with the quality and the safety of thdimglstock as well as a lack of timeliness in the
loading and delivery process. This all leads toeased delivery times, costs and even breaches of
contractual obligations.

3.2 Trade-facilitation procedures and reform effors

This section provides a brief overview of existiimgde-related procedures. These are clustered
under four categories, and are complemented byief drscussion of ongoing reform and
development efforts.

At the border procedures

As previously mentioned, customs clearance is @adrmut by customs agents or freight
forwarding companies, acting on behalf of tradersyy traders themselves. Generally, importers
are required to notify Customs, and submit docuargntequirements established by law within
half an hour after the arrival of goods to the atited clearance point (see Annex I). Thus in
principle importers are unable to begin clearamoegqdures prior to the arrival of their shipment,

% The ATA system is an integral part of the WCOtaurisul Convention of 1990, and the TIR system is
an integral part of the UNECE Convention on Intéioraal Transport of Goods Under Cover of TIR
Carnets (commonly referred to as the TIR Convehtadri975.

" The programme is based on the transit potentiatldpment strategy of Belarus for 2011-2015, which
was approved in August 2010. Also see, the Cowrfidiinisters DecisioNe 1249, of 29 August 2008 on
"The Program for the Development of Belarus LogiStystem for the period until 2015".
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and there is an established priority treatmentpfmishable goods, international mail and express
freight.

As regards customs procedures, traders can chomself7 types of procedures: release for home
use; export; customs transit; customs warehouse¢epsing on customs territory (inward
processing); processing outside the customs terr{tmutward processing); processing for home
use; temporary importation (access); temporary gapon; re-import; re-export; duty-free trade;
destruction; abandonment to the State; customs Zowee; free warehouse; special customs
procedure (customs procedure determining the reopints and conditions of use and (or)
disposal of several types of goods in the Cust@mgdry or outside the customs border).

Placement of goods under any of these procedurdedsgled by SCCBY on the basis of the
customs declaration. If the documents are in otther SCCBY would issue a certificate allowing
the trader to place goods under the declared csstegime.

A trader wishing to expedite the release of immbréargoes could resort to the pre-arrival
documentary examination procedure. This could bedry submitting a prior import declaration
before the arrival of shipment so that customs @owbnduct documentary examination in
advance. The prior declaration procedure shouldcdreied out at least 15 days before the
scheduled date of the shipment's arrival, and tsaaee to provide certified copies of commercial
and transport documents accompanying the imponedsyat least 2 hours before the shipment
arrives at the border crossing point.

Customs would then notify the trader whether or faother documentary examination and/or

physical inspection is required before the arrofathipment. If the documents are in order, and
upon payment of customs duties and charges, ttertia provided with an identification number,

which he has to include in the bill of lading pretssl at the border crossing point. The trader
should present the goods for clearance within ang hfter notifying the arrival of the shipment.

Otherwise, the cargo would be detained by Customs.

Traders could also speed up customs clearancepbyirag for bona-fide status, provided, among
other requirements, that they have been activetsdor at least three years, are debt free and are
financially solvent. As of mid-2011, Belarus hagep600bona-fide traders, who enjoy a number

of benefits, including: exemption from import dtiender transit procedure; exemption from
physical inspection; and, priority treatment intonss clearance procedures. It is worth noting that
Belarusianbona-fide traders are provided with the opportunity to rettirir privileged status
under the Belarus-Kazakhstan-Russian Federationb@€lapplying for Authorized Economic
Operators (AEOs) statd’.

These trade-facilitation measures aside, the SC@Bdws international standards, including the
General Agreement on Tariffs and Trade (GATT) CostoValue Code, and the WTO
Harmonized System, and relies on risk managemenéexjpedite customs clearance. Risk
management methods include using automated systemgenerating risk profiles, so that
customs officers conduct physical inspection onliiew alerted by the system. Moreover,
inspection of containers is carried out using tmaé X-ray systems, and is unloaded and reloaded
to containers only in cases of physical inspeclibase automated systems co-exist with risk
indicators. For example, damage to the proteatoxeer of the transporting vehicle is considered
as an indication of poor safety conditions, thera@frranting physical inspection.

Customs clearance is completed within 2 days at @bsr the arrival of the shipment, and can
only be initiated after the completion of quaraatiphytosanitary, veterinary and other types of
border control, if imported goods are subject tohsoontrols by law. Mistakes detected in filled

% |nitially AEOs were expected to deposit EUR 1 iuill to confirm their status, but later the amouit o
the deposit was reduced to EUR 150,000.
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out customs declarations are difficult to correamid subject traders to financial sanctions (by
Customs).

The Customs decision as regards to the clearangeaafs is communicated to the trader or his
representative in writing (in the form of an imp@ermit). It is worth noting that the clearance
process may be extended for a longer period, ifhgtoms deems it necessary, as established by
law, even if the trader is using the prior declarafprocedure. In this case, goods are placed in
temporary storage facilities at the Customs foresigol not exceeding 60 days. A special
procedure exists to relieve the trader from stokags, whereby the goods are transported to the
importer under customs control. However, this pdoee is costly to business. In case of dispute,
the decision of the State Customs Committee cappealed to court.

But then Customs is only one actor in the cleargmexess, which may involve up to six

agencies, including Customs, depending on the btfpgoods. Some border crossing points
impose additional formalities, and it is often ttese that control agencies carry out inspection
procedures separately. It is worth noting thattrmbrprocedures for inspecting compliance with

guality standards and technical regulations aredected at the named places of origin and
destination, and not at the border crossing points.

Cooperation between the six border control agenisies dominant theme in several lats.
However, coordination is undermined by the absenfea coordinated approach to risk
management. Not all agencies operate on the bésiskomanagement, and each has its own
procedures, which, as will be shown later, caugeifstant delays at the borders. To address this
issue, Belarus will be implementing a new procedltao agencies at the border", which
involves transferring some control functions frammnsport, sanitary, veterinary and phytosanitary
to Customs and border guard agencies. In addiienSCCBY will be launching a new system of
border control, which allows border control ageade inspect imported goods simultaneously.
The pilot phase of the said system will be launchethe main crossing point with Poland in the
near future.

Documentary systems (paper and electronic) and procedures

Belarus has taken important steps toward simplifyimnd streamlining the documentary
requirements established by law (see Annex), inctudhrough migrating from paper-based to
paperless systems. However, this process hasgreeeeding in an uneven manner, spearheaded
by customs.

Automated documentary systems

The process of automating and modernizing documesiastems is spearheaded by the SCCBY
as part of its customs modernisation effort. SCCB¥ seen to it that all customs-related
documentary requirements follow unified formatssigeed in accordance with international
standards, in particular, the UN Layout Key.

SCCBY has also made important steps towards mmgyati electronic documentation. Electronic
submission of customs declarations (for both imgpartd exports) to customs via internet, as well
as transit declarations and pre-arrival notifigagioare established procedures. The submission of
electronic documents can be undertaken by the rgatiemselves, using a special software, or
through designated agencies. Shipping documengsi¢®, bill of lading, contract of carriage,
etc.) are all submitted in paper form (original @opanied by notarized copies of the originals).
The government is entertaining the idea of intraulyelectronic submission of key documentary
requirements for shipping.

¥ See, for example, Resolution of the State Custdaramittee and State Border Committde 23/28 of
April 2009, and the Law on State Border, the LawRmad Transport and Auto Transportation.
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In addition, the SCCBY is in the process of intd¢igiaits information system with that of the EU;

a process that also involves the harmonizationleftnic customs documents. Most recently,
Belarus has acceded to the revised Kyoto Convefdimmuary 2011), and has signed seven of the
ten annexes to the Convention, which will be imptated over the next three to six years.

The CU has provided new impetus to the migratimcess. The CU Customs Code is based on
the provisions of the revised WCO Kyoto Conventiatjch features a special emphasis on the
application of information technology. Preparaticen® underway to develop new electronic

documents in accordance with CIS interstate andsiRosstandards as well as international

standards (WCO Data Model and UN/CEFACT Core Corapts).

The ultimate goal of these efforts is to createmmon, integrated IT system for the CU that uses
advanced information technologies to facilitatecigtate data exchange, and the exchange of
electronic documents between border control agefftiEhe entire process is coordinated by the
Coordination Council for Information Technologi®sworking under the Customs Union
Commission (the CU regulatory body), and features:

» The introduction of standardized electronic custalosuments forms (since 1 January
2011).

* The development of common guidelines on the usdeafronic customs documents.

* The use of paper-based customs forms togethertgtlelectronic documents to expedite
the processing of customs documents.

* The automation of customs procedures at the natievsl.

e The standardization of customs forms across Cuhpest

Then there are the new declaration standards, lmasedtended Markup Language (XML). XML

is closely related to Internet and eBusiness tdolgies and is a suitable choice to integrate
traders and administrations of very different siaed technology capabilities, as is the case in the
CU. The Customs Union Commission emphasised tleatévelopment of these new electronic
documents was based on international standardsasuttte WCO Data Model and UN/CEFACT
Core Components. However, the extent to which thal fspecifications are based on the
international standards could not be establishedus® this would require a detailed analysis that
was outside the remit of this study.

There are also plans to unify procedures with Clngas. Belarus and the Russian Federation
will be introducing common pre-arrival clearanceqedures throughout the CU territory similar
to those adopted by the EU.

In addition, and within the context of the CU, Belarus, along with its CU partners, is taking the
necessary steps to implement joint control of gdoalssiting the CU territory, and integrate the

three countries' payment systems. Future planshvievoreating common database for licenses
issued by CU partners, and Belarus is in the psoégreating a national database for licenses
issued by the different governmental agenciesenctiuntry. Below is a more detailed discussion
of existing documentary systems and procedures.

40 See, the Agreement on the Application of informattechnologies in the exchange of electronic
documents in the foreign and mutual trade betwhernCiustoms Union countries (21 September 2010);
the Agreement on the establishment, operation aveldpment of an integrated information system of
foreign and mutual trade between the Customs Uodamtries (21 September 2010); the decisions of the
Custom Union Commission N 60 on 19 Nov. 2010, 8teRsburg, which stipulates creating an integrated
information system for foreign and mutual traderef Customs Union; and, the decisions of the Custom
Union CommissioNe 304, 25 June 2010, which calls for the developroémiassifiers for use in filling
out customs declarations.

“1 For details on the tasks of this Council, seedigision of the Customs Union Commissia#s195. of

8 December 2010
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Paper-based documentary procedures

Respondents reported experiencing particular ditiies in obtaining certificates of origin, and the

classification of goods (required for completion aafstoms declaration) as well as conformity

certificates (Section 3.3). This section discussesumentary requirements and procedures for
obtaining certificates of origin and the classifica of goods. Procedures for obtaining

conformity certificates are discussed in the néspter.

Certificates of origin

Certificates of origin for exports are issued bg Belarusian Chamber of Commerce and Industry,
if required under trade contract or under inteoral trade agreements with trading partners. The
certificates are issued following the national sulef the importing country, and as a rule,
importers are not required to provide a certificaterigin if the customs value does not exceed
$US 3,500 dollars. Certificates of origin are maodafor imported goods if:

» Goods from the particular country of origin arerdeal tariff preferences; or
e The country of origin implements restrictions aniihports from /exports to Belarus.

Traders can also provide a declaration of originjeu of a certificate of origin, to provide the
necessary information for determining the counfrgmgin. Commercial documents can be used
as the declaration if they feature a clear refez@nche country of origin.

In case of failure to provide the necessary docusnfem establishing the country of origin, or in
case of errors in the submitted documents, theothsshas the right to deny entrance of goods to
the declared customs regime. This is particuldriBalarus imposes restrictions on or prohibits
imports from the country in question. In this casaders are given an entire year to provide the
required documents for establishing the countrprigin, while preserving the right to benefit
from tariff preferences and the return (offsetpodviously paid customs duties.

As regards certificate of origins accompanying inbgo goods, these are accepted by Belarus, if
the trading partners use the same criteria addpteBelarus for determining the origin of goods.
Otherwise, the country of origin is determined by Belarusian Chamber of Commerce and
Industry.

Classification of goods and customs valuation

Belarus’ classification system, also used by otf#$ countries, is similar to the WCO
Harmonized Commodity Description and Coding Sysigi). To avoid misclassification of
goods and miscalculation of customs value, whichydanancial sanctions for the traders, traders
could request the State Customs Committee formpidiry decisions on the HS code.

The decision on HS code usually takes 90 daysnptzie from the receipt of the query, together
with the documentary requirements, in return faregtain fee, and the preliminary decision is
valid for 3 years. The assessment of the declamstbms value is carried out at the customs
clearance point or after placing the goods underdéxclared customs regime, i.e. at the customs
inspection. The assessment is carried out in tagest, as follows.

Sage one, involves:
* Review of the selection and application of the radtbf determining the customs value
of imported goods;

* An assessment of the correctness of the strucfuteatared customs value;
* Areview of the documentary evidence.
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Sage two, involves:

* An assessment of the correctness of the declastdros value of goods definition;
» Comparison of the declared value with the up-t@datormation on prices available to
the customs authorities.

It is worth noting that not all imported goods ¢oaugh the two stages, and the decision to carry
out additional assessment (i.e., phase two) aredbas such criteria as: the total volume of
imported goods, the reputation of the importer ¢etgr), availability of evidence pointing to the
unreliability of the declared customs value, andosth.

Transport procedures, including transit transport

Belarus customs transit procedure follows inteomati standards including the UNECE TIR
procedure and WCO ATA procedufiéus, Belarus allows the free movement of goodesacits
frontiers and their temporary admission into Custamith relief from duties and taxes, if goods
are covered an ATA carnet.

In addition imports carrying the TIR carnet arensported without intermediate reloading,
between a customs office of departure and a custfficee of destination, and without the
payment of duties and taxes (that would normallydbe at importation or exportation) provided
that part of the journey is made by road.

Goods accorded the right to transit are usuallyrgted from customs duties and charges, and the
transit period is calculated by the Customs offised on transit distance (tow thousand
kilometres per month). For goods transported bi; the transit period is established by the
customs office of departure in accordance withldggslation of the Customs Union taking into
account the regulations of the Agreement on Int@nal Goods Transport by Rail (SMGS). In
addition, and pursuant to established laws, cordrolgoods in transit is limited to ensuring
compliance with regards to declared quantity, tispss weight and net weigfit.

The placement of goods under the customs transiepure is allowed if the following conditions
are fulfilled:

* The imported goods are not prohibited from enterimg the territory of the Customs
Union.

* Submission of documents establishing compliancé e regulations on movement of
goods across the customs border of the CustomsUnio

* The customs control and other forms of State cntnnere needed, have been
conducted at the place of arrival.

* The submission of the transit declaration.

» Completion of measures for ensuring compliance withcustoms transit in accordance
with Article 217 of the CU Customs Code.

* The identification of goods is carried out as daped under Article 109 of the CU
Customs Code, "ldentification of goods and vehidbesldings and other places".

» For goods transported under customs seals, corgasteould be approved for the
transport of goods in accordance with the Custoors/€ntion on Containers.

The transit route is established by the Customseotif departure, which also identifies the timing
and place of delivery. The Customs Authority magide to escort transit consignments by motor
vehicle, the costs of which are borne by the traidethe following cases:

“2See Presidential decrdie 168 of 20 March 2006 "On the principle of freedofiiransit in the Republic
of Belarus".
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» The risk management system ranks the imported ga®dsky

* The carrier's failure to summit the guarantee ofmmnt of import customs duties and
taxes according to Chapter 12 of the CU CustomseCGuodf the provided guarantee is
insufficient.

* The carrier's repeated non-fulfillment of estal#dlobligations while transporting goods
under the customs transit procedure.

* The carrier's failure to comply with the establdhmiles concerning the payment of
customs taxes and duties in accordance with Ari2leé of the Customs of the Customs
Union.

* Inresponse to official request from the custondatant.

3.3 Major bottlenecks to trade facilitation in Belaus

This section discusses the major bottlenecks tdetfacilitation emerging from the UNECE
guestionnaires, and highlights major areas reqyiimmediate action. The bottlenecks are
grouped under the three clusters introduced in glevious chapter, namely: at the border
procedures; documentary systems; and, transparéguoes, including transit.

Major bottlenecks to trade facilitation

Decision-making processes and sources of informati on trade-facilitation rules and
procedures

Decisions on trade-facilitation measures are basegreliminary impact assessments, carried out
by relevant government authorities in consultatisith other government agencies. These
consultations are conducted on ahhoc basis (e.g., working groups or consultative coshci
and enterprise representatives are seldom invol¥éere is, therefore, a need for creating
permanent mechanisms for facilitating continuousisadtations and for ensuring increased
involvement of enterprises in the decision-makingcpss.

Information on trade-related rules and procedueeslisseminated through various channels,
including government agencies and trade assocgati®yand large, traders obtain the information
from the institutional website of government agesciaround 92 per cent of the surveyed
exporters and 82 per cent of the importers), WBICBY standing out as the most solicited source
of information (Figure 3.1). Trade associationsvpde virtually no assistance to traders in

obtaining up-to-date information, while diplomatigssions abroad along with resellers was cited
by 19 per cent of interviewed exporters and 9 qfanters.

~ 28 ~



Trade facilitation

Figure 3.1
Sources of information on trade-related regulations and procedures
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Sources of information

However, traders reported the lack of informationtrade-related rules and procedures in regional
and international export markets, and the problémas Belarusian exporters face in ensuring
compliance with these rules and procedures. Sdohmation is obtained on an &dc basis from
registered exporters complaints, and consultatiechanisms created by business associations at
the initiative of traders. Respondents also note, tto date, no institutional mechanism (i.e.,
governmental authority or special consultative Hoelyists to advice traders on the usage of e-
commerce.

In addition, sseveral respondents noted that tmeynat regularly involved in consultations on
issues affecting foreign trade, customs regulatiangort formalities, and new or revised
regulatory requirements.

Documentary systems (paper-based and electronic)

Traders reported thabcumentary requirements are difficult and time-corsuming to establish
and obtain. On average, questioned companies indicated liegtrieed about 10 hours to fill in
the paperwork required for processing export angontntransactions, with the preparation of
documentary requirements for customs making uptBexe 10 hours, in the case of importers.

The difficulties faced by traders in completing downtary evidence required by Customs has to
be measured against their accumulated experienddeinforeign trade transactions and the

availability of in-house skills. As shown in Figuse2, around 31 per cent of questioned exporters
and 39 per cent of importers said that they inlesst than 5 hours in completing Customs-related
documentary requirements, suggesting a certair ¢\expertise. Then there are those who spend
16 hours or more to prepare the same set of dodsnrepresenting 25 per cent of the questioned
exporters and 28 per cent of the importers.
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Figure 3.2
Time required for preparing customs documentary requirements
(as percentage of total respondants)
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Indeed, most respondents noted that the time iegtést preparing customs related documentary
requirements is a function of their familiarity ithese documents. This is especially since filling
out the customs related documentary requirementigked to obtaining other documentary
evidence. Thus new comers to export-import traitmas may spend 2 weeks and, in some cases
up to 1 month, preparing customs documents, sibtarong a certificate of origin requires from

2 to 4 weeks. Once established, traders couldrobt&erified copy of this certificate for customs
clearance in 1 day only.

Thus the process of preparing documentary requinesneonstitutes a costly part of the
international trade value-chain, especially for mad medium sized companies (SMEs) and can
act as serious entry non-tariff barrier to trademlicated procedures require well trained, often
specialized staff which is certainly availableange companies but not affordable for SMEs.

Typically, the most time consuming documentary ewmike to establish and obtain are those
associated with obtaining the proper valuation obdg and correct commodity classification
under the HS Code, which serve as the basis forctimputation of and assessment for the
corresponding duties, taxes and fees. Interestiegisn though around 70 per cent of the surveyed
enterprises are aware of the possibility of obtagrpreliminary decisions on the HS code from
Customs, only about half of them reported using service. The drawback this service appears to
be the fee charged by Customs as well as the |@iting time for a decision, which can take up
to 60 days. In general, questioned stakeholdersesgpd the opinion that too much and too
detailed information is requested for determining HS code. Some traders also raised the valid
point that the Belarusian HS code, which is alssdusy other CIS countries, differs from the one
used by the EU, which also creates problems.

Importers also cited obtaining a certificate ofgorias a major non-trade barrier. A certificate of
origin is not only difficult to obtain in the firgtlace; it is issued in paper-based format only (in
two copies: one for the manufacturer and one ferdRporter), and is valid only for a limited
period. Traders also reported experiencing diffiealin obtaining confirmation of certificates of
origin from importing countries, particularly if éhcountry(ies) in question follow different
procedures for issuing certificates of origin. tiddion, some exporters said that they experience
difficulties in obtaining certificates from vetedary and phytosanitary authorities, and quality
confirmation certificates from some importing caues.

The difficulties associated with obtaining certifies of origin and goods classification aside, the
interviews revealed sector specific problems. Asasi box 3.1, textile manufacturing industries
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depicted documentary requirements under the custamgisne for processing as particularly
taxing, while exporters and importers of technolaggnsive products and spare parts said it is
with significant difficulties that they fulfill thelocumentary requirements.

Box 3.1
Sector-specific obstacles associated with documentaequirements

According to interviewedextile manufacturers, importing under the customs regime for
processing requires indicating the rate and taelaonsumption of raw materials following
a complicated procedure. For example, the preperati specific statistics on indicators pf
consumption is very difficult. In case of errofse importer must resubmit all documents, as
corrections to the originally submitted documemtsraot accepted.

Exporters of technology intensive good¢equipment, bearings, etc.) are required to submit
certificates of origin; a description of the teclogical production process with gn
indication of each material used; a descriptiothef recycling process of all materials used
(with their number often reaching up to 50); caséifes of raw materials including separate
forms for raw materials in accordance with the H&JE€ Whenimporting technology
intensive goods(e.g. car parts) an importer must do the custolearance for each
component. To avoid paying additional fees, custaeguires proof that components
transported separately from the main cargo are phrthe same equipment. Customs
authorities, noted the respondents, often reqaoeletailed information.

Similar problems are facday importers of tools and spare partswho must document th
weight of goods, net weight and gross weight, irditwh to including a technica
description, list the goods’ materials (which apenstimes a trade secret), show photos, jand
sometimes describe the process used by the fomignufacturer. In some cases, |[an
independent examination is carried out. It is wonkbting that information about the
technical characteristics of the goods is requfadthe release of cargo even if goods|in
question are transported under customs transiegroes.

— @

As regards the use of electronic documents, mosthefinterviewed traders and all of the
international road carriers, air-carriers, railwagyerators and express service delivery providers
use electronic means (mainly via emails) for sutingittrade documents. The results of the survey
also reveal significant progress in migration tpgréess systems. Electronic transit documents are
used by both importers and exporters. Moreover,amadrding to the SCCBY and a major service
provider, about 95 per cent of exports are declargdg electronic customs declarations. The
processing of an e-export declaration, accordingnt@xporter, can be completed in less than 40
minutes, as long as the necessary supporting dotamyeevidence is well in order.

But the use of e-customs declaration is not popataong importers, with only 34 per cent of
imports declared electronically according to SCCRBYiis limited use is partly explained by the
fact that electronic submission of customs dedlamator imports has only been introduced in
2010, whereas electronic export declaration has beeestablished service since 2008.

Yet, traders reported important impediments to wigee of electronic declarations for imports.

They indicated that the nature of import transastjosubjected as it is to more tariffs and

documentary requirements, sets the limits to thesipdity of using e-import declarations. For

example, phytosanitary certificates should be setimpn the declaration and this makes it
impossible to submit the customs declaration irekactronic form. Another problem raised by

respondents (including traders and customs ageel®es to the difficulty of transferring data

from the electronic transit declaration to the &tac import customs declaration, suggesting that
the two systems are not yet fully integrated.

Beyond the above-mentioned obstacles to increasedofl electronic import declaration, the
survey results point to the necessity of increasghmy choice of service providers supporting
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submissions of electronic documents. At preseniy tiwee agencies are designated to provide
such services, while the special software usedstablishing electronic documents is provided by
four companies only.

The challenges associated with migrating to paperidocumentary systems have come to be
compounded with the question of unifying documentaquirements at the sub-regional level
within the context of the CU. In addition, bothethontent of the customs declaration and HS
codes adopted by the three CU partners differ ftbose of the EU to the detriment of the
imperative of facilitating trade with EU countries.

At the border procedures

Waiting times at the Belarusian border crossings ¢® long due to thecomplicated
administrative control of documentary requirements, and the large amount of additional
documentary evidence requested by the different bder control agencies As per established
procedures, documentary requirements are usualtlfieceto ensure data integrity, consistency
and compliance. The delays arise when border @orggencies insist on verifying all
documentary requirements. This is particularly tiase of documentary evidence requirements
accompanying imports. Around 81 per cent of thedrters who participated in the questionnaire
indicated that more than more 70 per cent of tilskipments are subjected to a complete
documentary verification (in the sense that alloagganying documentary evidence are verified)
by customs. Those who reported that only 10 pet oértheir shipments are subjected to a
complete documentary verification by customs regmé=d 12 per cent of the questioned
importers.

Further contributing to delays at border crossiomis are the additional documentary evidence
(e.g., trade contract, invoice, carrier contratt,)erequested by the different control agencies,
which should be submitted in paper form. It is wWanbting that for some agencies, i.e., customs,
the additional documentary evidence requested tigmbeyond those established by law, but it is
up to each agency to decide as to the type ofiaddltdocumentary requirements that are needed.
This renders the entire customs clearance proags®dictable, not least because the trader has
no means to learn in advance the type of additidoaliments that may be requested at the border
crossing point. As shown in Figure 3.3, respondesp®rted that they have to submit from 8 to
more than 12 documents for around 45 per centaf iimport transactions and for 20 per cent of
their export transactions.

Figure 3.3
Number of documents for completing customs clearance
(as percentage of total respondents)
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It is not only the number of additional documentattcan undermine trade facilitation, but also
the process of obtaining these documents, whiclpresously shown, is complicated and time-
consuming. Traders, particularly importers, atbew attention to over-reliance on physical
inspection by some border control agencies

The results of the survey suggest that Custombdsldast border control agency to resort to
physical inspection. Almost half of the surveyetporters noted that only 10 per cent of their
shipment is subjected to physical control by Custohose who reported higher incidents of
physical inspection by customs, in the sense ofeeding 70 per cent of their shipment
consignments, constituted 20 per cent of the tatalber of interviewed importers (Figure 3.4).

Figure 3.4
Documentary/physical inspection of imports by Customs
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In contrast, around 61 per cent of the exporters participated in the questionnaire said that only
10 per cent of their shipments is subjected to ijsay@spection by Customs. Interestingly, those
who reported higher incidents of physical inspattiy customs, in the sense of exceeding 70 per
cent of their shipment consignments, also represer20 per cent of the total number of
interviewed exporters (Figure 3.5). Cases wherasigoments are subjected to physical inspection
by Customs mainly relate to new products or thotgested to more than one tariff regime.

Figure 3.5
Export cargos physically supervised by Customs
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The SCCBY draws attention that aggregate statigties on the national level) show that the
percentage of imports/exports subjected to physisplection by Customs is limited. The SCCBY
emphasizes that while documentary evidence is dteak every case, goods are subjected to
physical inspection in less than 2 per cent ofcees, since customs apply automated systems for
risk analysis.
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It is worth noting that even as importers took éssiith physical inspection by Customs, around
81 per cent advised that they consider physicalcson by Customs as effective. The problem, it
seems, stems from physical inspection conducteothsr, non-customs, border control agencies.
Around 27 per cent of surveyed exporters and 36gaet of importers reported being also

subjected to physical inspection by other bordentrod agencies, including phytosanitary,

veterinary control, transport authorities.

But then the decision to conduct physical inspeci® often triggered by errors in submitted
documentary requirements. Any issue concerning cmpliance, validity, authenticity and
integrity of the documentation may justify the picgs inspection of goods. The results of the
survey shows that lack of or incomplete documentaguirements stand as a major cause of delay
for around 46 per cent of the importers, and 8qaert of the exporters. Thus while the average
time for clearance of goods by Customs takes 2égrding to surveyed operators, total clearance,
i.e. by all relevant border agencies, could reaphtas 24 hours, as submitted documents are
incomplete documents or contain -inaccurate infoiona

The lengthy border clearance time was confirmedhbsrnational road carriers, with 6 out of the
10 interviewed companies reporting, who reportethdesubstantially slowed down by and
requests for additional documents and physicalecpn. The operators reported that they are
often slowed down by phytosanitary control authesit and that around 40 per cent of their
drivers are delayed by vehicle screening procedaydsansport control authorities.

Traders and cargo carriers should therefore fanzga themselves with documentary
requirements. This is not to suggest that instanE@hysical inspection can reduced by ensuring
due diligence in preparing documentary requireméntas much as to point out that the border
control agencies' reliance on physical inspectsoa symptom of capacity shortfalls on the part of
traders that render them more prone to committingr&

Errors in documentary requirements aside, otheeigowent agencies may request the inspection
of certain products, such as those requiring sgndaphytosanitary certificates. The fact that not
all of the other control agencies operate on tetshaf risk management means that they are more
likely to rely on physical inspection to establiie validity, consistency and compliance,
suggesting that more needs to be done to devetpisk management systems of these other
border control agencies

It is worth noting that even as the traders fac#®ge delays at border crossing points, they prefer
taking customs clearance procedures upon themsgistsad of using the services of customs
agents. Around 85 per cent of the interviewed tsdeported handling customs clearance on their
own (i.e., in-house), and 18 per cent said that tubcontract one customs agent. Then there are
those who call upon the services of several agemd, these constituted 24 per cent of total
respondents to the UNECE questionnaire.

Respondents who undertake customs clearance irelegmained that they find customs agents'
fees too high, given the low level of competitiand noted that it is often he case that agents pass
on the risks associated with errors in customsaiez procedures to the enterprises. Some of the
enterprises that handle customs clearance in-hausedicensed customs agents and provide
customs services to other companies.

Traders who use the services of customs agentsaieggl that they lacked qualified staff.
Contracting customs agents, they noted, is crifmaspeeding up cargo release from customs and
for avoiding financial penalties, which are imposedcase of wrong assessment of customs
values, mistakes in the classification of goods smadn.

The traders' apprehension vis-a-vis customs agemtsalso be attributed to the law on customs
agents. Other than the requirement of establisbivigliability insurance (worth $US 275,000),
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the law does not provide a clear definition of tbestoms agents' responsibilities. These

responsibilities are usually defined under the geafhcontract agreements between the trader and
the customs agents, thereby putting the trader disadvantaged position. In the sense that
contract may be established in such a way thasfiees the responsibility of the agent's poor

performance to the trader.

Transit trade procedures

As previously mentioned, transit conditions havecmimproved during recent years and, at this
time, transit traffic through Belarus is mainly tlesd for the Russian Federation. Problems
reported by respondents relate to the necessifyosh bonds as well as the costs and delays
resulting from the requirement to use customs ¢send designated routes.

Respondents also drew attention to delay resuftiogy the existing procedures for document
submissions when transporting goods via the RusBiederation. Although data exchange
between Russian and Belarusian Customs was ebttlis 1996-1997, respondents highlighted
that documents exchanged between the two autlatie not systematically transmitted in an
electronic format. Traders often have to submibditacustoms declarations both in paper form
and in an electronic format, since the electrordcuinents are not always accepted as legally
valid. This problem was noted by internationaldaarriers, who also reported experiencing
difficulties in obtaining transit permits from thelevant Russian authorities.

It appears that the situation has begun to change the beginning of 2011 within the context of
the CU. The exchange of transit information hasohexa priority, both for internal (to the CU)
and for external transit, and transit data exchang&h Kazakhstan have recently been
established. Data should be now sent from the msstiffice at border entry points to its customs
headquarters and from there to the customs officexib. Moreover the last customs offices at
main border entry points between Belarus and thesidn Federation were closed on 1 July
2011%

Stakeholders are positive about recent developnienke area of data exchange with Russia but
remain more skeptical with regard to the third memtf the CU, Kazakhstan, as its IT system is
not fully compatible with the IT systems of its Giartners. At the time of the interviews, the
Belarus State Customs Committee indicated thatinit@l tests with Kazakhstan were still
ongoing and areas for improvement were to be ifiedtduring the course of 2011. As this is the
first year of operation, it is too early to makeassessment of this new procedure. 2011 will be a
trial year and adjustments may follow.

In addition, discussions are underway with regarttansit within the CU territory, with a view to
developing an appropriate transit framework. All @wmber States agree that for transport
operations originating and/or ending in third coig® and passing through the territory of the CU,
both the TIR Convention and the CU transit procedcein apply. However, the CU member
States have yet to find a consensus on whetheotdhe TIR procedure can or should be applied
to the transport of foreign goods between two Qustmffices of member States when the
transport does not cross the territory of any tluodintry, e.g. goods traveling from a Russian
seaport to a destination in Kazakhstan or fromKheakh-China border to a destination in the
Russian Federation or Belarus. The information iveck during interviews indicates that
Kazakhstan favors the use of the TIR Carnet in siitiations, whereas Belarus and the Russian
Federation favor allowing the free circulation ofdign goods once they have entered the CU and
have been cleared by a CU customs authority.

43 Customs inspections have been taking place omxternal borders of the customs union as of 2010,
but customs officers still checked (on an occagibaasis) cargo transported from one member country
another.
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Another problem, repeatedly emphasized by diffestakeholders pertaining to transit through
Belarus and across the CU territory, is the resigeprinciple that was still being applied for
imports into the CU. This principle means that goadported by CU members are not cleared
and taxed at the point of entry into the CU’s tersj, but rather at the point of destination, thgre
preventing the removal of customs controls at bardeithin the CU territory. The residency
principle will be abolished following the establistnt of the single economic space, which will
see the alignment of national VAT rates.

A discontinuation of the residency principle woulgk only simplify customs clearance but would
also generate increased competition for Belaruapwing differences in the taxation of imports
within the CU. This means that factors such as nnplearance times, fees for import or the
availability of logistics facilities would becomeven more important, at least within the CU
territory.

Financial procedures

Respondents drew attention to the difficulties tfeme when dealing with international payments.
Exporters reported that most of the problems candke receipt of advance payments from
countries that implement currency restrictions. &bver, only 25 per cent of the surveyed
companies use trade financing, and the most popypas trade finance used by these companies
are export insurance contracts are letters of cfedimport. The companies said that they find the
costs of trade finance too high, and described ghecess of obtaining trade finance as
cumbersome, particularly those concerning documgctadit.

Some importers singled out the requirement of abigi government permission to effect
payments in foreign currency as a significant pdocal barrier, noting that the process can take
up to 3 weeks. Moreover, importers must providerdifccate testifying that similar products (i.e.,
to the ones imported) are not available in domeas@éckets. The said certificate is obtained, in
return for charges, from the National Centre forrkéting and Price Study of the Ministry of
Foreign Affairs.

At the same time, the surveyed businesses seemag ¢concerned about the lack of affordable
trade finance instruments and the high costs ofumientary letters of credit and insurance
services for foreign contracts. Foreign currencgtrietions and procedures for obtaining

government permissions to pay suppliers in for@gmency, as well as the long request periods,
were among the problems most cited. In additimdd insurance is available from one company
alone which makes insurance costly and difficulblain.

Proposed measures for improving trade facilitation

Belarus has taken major steps to improve tradditi@mn conditions. At the time of writing the
report, most of these steps were yet to be fullplémented, so that it was not possible to
ascertain their success. Nonetheless, the assdssuggests that there remains room for
improvement.

1. Establish a public-private sector forum on trade fa&ilitation

Delays at the main border crossing points are aftersed either by the traders' failure to satisfy
the documentary requirements or by the specifialegmns of other border control agencies and
State bodies. Yet consultations with the privaet@a seem to be limited to issues concerning
customs clearance.

It is therefore essential to establish a broad meisim that would involve all relevant government

and private sector stakeholders, and ensure cantindiscussions before, during and after the
implementation of new procedures and regulatioBsch a mechanism should serve as a vehicle
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both for public/private dialogue and for dialoguetveeen the different private sector stakeholders,
whose needs and priorities differ by sector, stdgievelopment and location.

UNECE Recommendations on national trade-facilitatbmdies provide guidance and practice
examples of best practices for developing or cddathg such a broad mechani¢hSuccessful
experiences suggest that attention must be givawdiling (as much as possible) the creation of
a new institution. One appropriate approach isito far a “Forum on trade facilitation”, which
brings together all relevant parties in an ad hodkimg group format. The forum could be housed
in any market-support institution (whether governtak or private sector) that has extensive
outreach. It would then need to be mandated wikstauch as:

* Providing a national forum to discuss actions faxilftating formalities, procedures and
documentation used in international trade and pans

» Making submissions to the government in relatiotraole and transport-related rules and
regulations.

* Making recommendations on future logistics investteen infrastructure, ITC and other
pertinent areas.

* Increasing awareness of the methods and benefitarefport and trade facilitation.

* Representing Belarus at regional and internatiforaims on trade facilitation.

2. Foster inter-agency cooperation and joint-action athe border

The analysis shows that a major reason for lendibgder-crossing times is the lack of
coordination between the six agencies responsibleléarance procedures. This problem persists
despite the existence of several mechanisms ingudhe State Customs Committee of Belarus
and the State Border Guard Committee which takat joécisions); the "Commission for Trade
Facilitation"; and the "Working Group of the Pubfiouncil®.

This suggests that there remains room for improwvenia particular, inter-agency cooperation
should be expanded beyond customs clearance preseduinclude procedures by other agencies
as well as behind-the-borders procedures and régnda The above-mentioned proposed Forum
for Trade Facilitation could constitute a step mstdirection, and Belarus could draw on
internationally recognized best practices in ctlomgler trade to improve inter-agency
coordinatiorf?

But before adopting best practices, the currentis$dsonditions should be analysed. Belarus
could, for instance, draw on the WCO Time Releas®)\s which is widely used for analyzing
either customs operations alone, or the performan@d agencies involved in border clearance
and it is this last option that is needed in BedarBelarus could also draw on the Trade and
Transport Facilitation and Southeast Europe PrqiEEESE) methodology, which was designed
for the specific purpose of measuring long quetié®aler stations in the Balkans.

Just as important as the physical flow of goodgtaénformation flows. If integrated, these could
facilitate the task of controlling the day-to-ddgw of goods, simplify procedures and improve
overall transparency and efficiency. In this respie ECE's/CEFACT Business Process Analysis

4 See Recommendation No.4: "National Trade FadiitaBodies" (TRADE/CEFACT/1999/11), and its
supporting document: "Creating and efficient emwiment for trade and transport”
(TRADE/CEFACT/2000/8).

“5 See Organization for Security and Cooperationunofe (OSCE)-UNECE (2012) “Handbook of best
practices at border crossings-A trade and trandpoititation perspective”, Vienna and Geneva: OSCE
and UNECE. See also UNECE “International Conventionthe Harmonisation of Frontier Controls of
Goods”, available on the UNECE website at:
http://www.unece.org/fileadmin/DAM/trans/conventafmone.pdf.
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(BPA) methodology offers an important tool for ddighing the “as-is” information flow
conditions throughout the supply chéin.

3. Simplify trade procedures and streamline documentay requirements

Existing documentary requirements (most of whicacht be fulfilled before the goods arrive at
the border) could benefit from further streamlinaagd harmonization. Applying the BPA would
be a first step in this direction. Examples of kived of recommendations that we would expect to
come out of such a business process analysis iclud

* Revision of regulations fordealing with discrepancies including by enhancing
provisions for conditional release, so as to pregends from being held at the border for
an undetermined period of time and to allow sanstito be enforced after the event
through simple administrative routines;

* Introduction of more restrictive guidelines fphysical inspection introducing modern
risk management tools, and taking into accountrégglirements of all border agencies
involved.

» Reuvision of regulations and practices so that gtomes can be carried out more quickly,
e.g. when advance notification has been providezkpress shipmentsare processed;

» Simplification of the rules for the Harmonized Syséem (HS) classification of goods
and their valuation for customs purposes as wethagrovision of certificates of various
kinds.

* In addition, Belarus may decide that it wishesroceirage its CU partners to review the
residency principle within the CU.

4. Help traders and State agencies comply with e-docuent requirements

As Belarus forges ahead with its Customs partnerstteamline, simplify and harmonise
documentary requirements within the CU territoryd amigrate to a paperless environment,
attention should be accorded to ensuring that tignbss community is prepared for this (for
example with physical centres where SMEs could sesskstance in providing data for Customs
formalities using e-documents). At the governmestl, there is a need for establishing a Single
Window platform to facilitate automated data exgf@between the Belarusian State agencies, so
that traders only need to submit their data once.

5. Create a system for mapping CU data requirements tdanternational
standards

Automating and standardizing of data between Bsland its CU partners can create a framework
for cross-border data exchange between CU membdrthair trading partners, including the EU
and countries in Central Asia. However, this caly e done after ensuring that CU information
structures comply with international standards sashthe World Customs Organization Data
Model (WCO DM) or the UN/CEFACT Core Components (@GEFACT Core Component
Library, ISO 15000).

The first step would be to establish an informatsystem for mapping CU trade data to
international standards. This would provide theadfgfinitions and formats for external interfaces
in order to facilitate cross border data exchamgefistoms, transit and commercial purposes.

“8 For a detailed explanation of the BPA, see ECECAIS (Economic and Social Commission for Asia
and the Pacific), UNNEXT (UN network of Experts féaperless Trade in Asia and in the Pacific) (2009)
"Business Process Analysis Guide to Simplify Proced'. Bangkok: United Nations Publications.
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Although the automated exchange of data among CGtgra falls under the responsibility of the

Customs Union Commission, Belarus still needs eutake such an exercise in order to map its
own already existing data to the requirements withe CU, as well as to the requirements of its
trading partners outside of the CU. Such a mappingld assist both domestic and non-CU

trading partners in adapting their information- g@ssing systems to the CU standard
specifications. It would also contribute to clanify data requirements and formats between CU
members and their trading partners. During therwige/s, SCCBY stressed its readiness to
cooperate with the EU and exchange data, especdiignce information, whether through the
CU or as an individual country.

6. Establish a coordinated approach to risk managemerdt the border

A major reason behind the delays at the main berd®ssing points is the sheer number of risk

mitigation requirements imposed by border-contigérecies. As these requirements are agency
specific, and are often indispensable for protgcginblic health and safety, their negative impact

on cross-border trade could only be addressedthbleshing a coordinated inter-agency approach

to risk management.

The first step toward such an approach would begtee upon a mutually recognized set of risk-
assessment criteria and joint procedures. The é&ssiprocess analysis (recommendation 3)
enables such an undertaking, as it involves idgngfand prioritizing risks in terms of their
magnitude.

In designing its risk-management approach, Beleousd draw on the example of New Zealand's
Joint Border Management System, which featuresmantan methodology for risk assessment,
common IT systems and an agency-wide coordinatingctsire?’ International best practics
suggest that developing such a system requires:

» Training for the management staff of regulatoryhatities and regulators on the use of
risk management tools in regulatory systems. Th@ukl be supplemented by learning
from the experience of other countries through ioold participation in international
meetings, study tours, twinning projects, etc.

* The establishment of a Commission, or other coatdig body, to develop guidelines for
the application of risk management in all bordentod and regulatory agencies.

« The promotion of a collective and coherent approschmanaging risk in regulatory
systems across government agencies. The adoptioonomon risk management and
mitigation approaches and tools, agreed acrosscaggerin all trade-related regulatory
work, including in the development of regulatiottse choice of conformity assessment
options, the planning and implementation of maskeveillance actions, etc.

* That trade-related regulatory agencies, based etréining above, develop risk profiles
for their areas with accompanying lists of priaetil areas for regulatory reform/review
based upon the classification of work areas asgbeither high-risk and requiring
focused, risk-based regulation or low-risk with tipessibility of partial or total
deregulation (thus freeing up resources for coliigohigh risks).

4" Further details of this system are available onewNZealand's Customs Service Website at:
http://www.customs.govt.nz/Pages/default.aspx

“8 For an overview of best practices in border mansant, see, for example, McLinden, G. et al. jeds.
(2010). Border Management Modernization: A Pratti@aide for Reformers. Washington, DC: The
World Bank.
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» Implementation of a combination of measures in tdebring results; one intervention
alone will not significantly change the situatianw fraders. For example, the possibility of
submitting electronic customs declarations has loatered the reliance on physical
inspections or changed the interventions made tbgrdiorder agencies.

7. Broaden the scope of trade-information disseminatio and facilitate access

All trade documents, procedures and regulationsildhbe continually updated and published
through a central, authoritative website and fasugih in advance to allow traders and service
providers (such as transporters) to prepare far timplementation. At present, this function is
undertaken by various State agencies. Equally itapors the need to familiarize traders with the
implications (required capacities and benefitsdifferent trade documentary requirements and
procedures. Government agents enforcing regulatitsts need guidance, to ensure a predictable
trade environment. It is therefore recommendeddaden the information dissemination function
to include the publication of technical manuals gailes in order to enable enterprises (as well as
government enforcement agents and other governengthorities) to comply with/implement
trade procedures and regulations. Such guides ¢ladsd include case studies that highlight the
problems facing traders in export and import mak&his service can be provided by an existing
service provider or by a trade-facilitation foruse¢ Recommendation 1) with the assistance of
international development partners.

8. Encourage greater competition among trade-relatedesvice providers

Elimination of the monopoly now enjoyed by certaittities is crucial for increasing the supply of
trade-related services, reducing transaction casts improving the quality of the services.
Nonetheless, there should be strict controls, mertiarough licensing or accreditation, of service
providers that are entrusted with the direct trdasion of sensitive data to customs and other
clearance agencies.

9. Develop the railway network

As Belarus forges ahead in developing its railwagmork, it needs to invest in both the hardware
and software infrastructure. As it was beyonddtepe of this needs assessment to delve into the
specific needs of the railway system, it would kerthv conducting a follow-up study that focuses
on that. Such a study could also consider adoptitedligent Railroad Systems, which incorporate
communications technologies into train control,kbrg systems, grade crossings, and defect
detection, as well as into planning and schedudiystems?

49 Such systems are being developed in the UnitetesStaf America. SeeThe Changing Face of
Transportation, published in 2000, and expanded upon in the FedRadroad Administration’sFive-
Year Strategic Plan for Railroad Research, Development, and Demonstrations. Both reports are available
on-line at: http://www.bts.gov/publications/the_changingefaof transportation/ and;
http://www.fra.dot.gov/us/content/225.
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Belarus, like other countries in the region, is lempenting a series of reform measures to move
away from a system of mandatory and home growndstals towards one that is based on
international standards and best practice. Thefeetefare taken within the broader context of
completing preparations for accession to the WT@, far fulfilling commitments under the CU
with Kazakhstan and the Russian Federation.

Reform efforts have been successful in many respethe SQAM system, is more integrated,
with all regulatory functions, previously handleg different agencies, now performed under the
supervised one entity; namely, the State CommitieStandardization of the Republic of Belarus
(Gosstandart) that was established in 20@Bosstandart's mandate, as set forward by legislati

acts>! involves:

» Coordinating and supervising the implementatioca@hmon governmental policy
in the areas of technical regulations, standarndizatmetrology, conformity
assessment, and efficient use of fuel and enengetaurces.

» Ensuring continuous development and efficient fiomihg of the national system
of technical regulation and standardization; th&tey of accreditation system, the
system of measurements unity assurance, and ttearsg$ conformity assessment.

* Preparing annual work programmes in the areasaoidardization and technical
regulations development, taking into account prafsoBy relevant institutions, and
submitting them to the Council of Ministers for apyal.

* Formulating State policy on the efficient use oklfutand energy resources,
organization of development and implementation @itiamal concepts and
programs for energy saving;

e Carrying out overall surveillance and inspectioncofstruction works to ensure
compliance with national regulations and standards.

» Interfacing with regional and national conformitgsassment bodies.

Gosstandart operates through a web of over 50 mafgons that are spread across the country.
These agencies can be grouped under four clusters:

. Specialized institutions:
- Belarusian State Institute for Standardization @edification BelGISS)
- Belarusian State Institute for Metrologg€IGIM)
- Belarusian State Institute for qualification ragsiand staff retraining in the
field of standardization, metrology and quality mgament (BGIPK)
- Belarusian State Center for Accreditation (BSCA)
. Regional Centres for Standardization Metrology antiication (CSMC)
. Department of Energy Efficiency
. Department for Construction Inspection and Suraeidke

¥ Gosstandart was established by Presidential Dedoee?89 of 5 May 20060n the Structure of the
Government of the Republic of Belarus". The Decstpulated the creation of Gosstandart through
merging the Committee for standardization, metrplagd certification (under the Council of Ministerfs
the Republic of Belarus); the Committee for enegfficiency (also under the Council of Ministerstbé
Republic of Belarus); and, the Department of tlestonstructional surveillance (under the Minisify
Architecture and Construction of the Republic ofdBes).

*1 Most notable among these acts is the Law of theuRl& of Belarus "On Technical Regulations and
Standardization" of 2004.
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Gosstandart ensures regular dissemination of irftbem on new technical regulations and

national standards through its monthly "Informatladex of technical normative legal acts". In

addition, Gosstandart maintains a compendium ofonalt and international standards and
technical regulations through the National Funde Hund publishes an annual "catalogue" of
national and international technical regulationd atandards, and provides regular information on
modifications to and suspension of technical reguia. The dissemination of up-to-date

information on standards and technical regulatienalso undertaken by BelGISS, BelGIM, as
well as regional and district centers that sellatpd information on standardization, metrology
and certification. Companies and organizations edseive regular updates from Gosstandart in
the form of email newsletters.

Gosstandart is actively involved in the developmaintommon standards for the CU and is a
member the Euro-Asian Council for Standardizatidefrology and Certification (EASC) of the
Commonwealth of Independent States (CIS). It abtigpates in a number of international and
European specialized organizations in the areaganfdardization, metrology and accreditation.
Belarus is a member of the International Orgarvrafor Standardization (ISOj;a member of
the International Electrotechnical Commission (IECan associate member of the International
Laboratory Accreditation Cooperation (ILAC); anikdte member of the European Committee
for Electrotechnical Standardization (CENELEC);adfiliate member of the European Committee
for Standardization (CEN); and an associate memiferthe European Organization for
Accreditation (EA).

Yet, just like any other country, Belarus is fagéith the challenge of keeping the SQAM system
up-to-date and ensuring that technical regulatiand standardization polices do not burden
national and foreign enterprises. As shown beloddressing this challenge is likely to be
undermined by capacity shortfalls in the qualitgueance infrastructure; competency shortfalls
within government institutions and enterprises;,ahe lack of systemic coordination between
relevant stakeholders.

4.1 Technical regulations and standardization

The Belarusian system of technical regulations staddard setting provides an exemplary model
for other countries with economies in transitionheT system features an emphasis on
harmonization with international regulations, partarly those of the EU, an effort to ensure a
genuine participatory approach, and a pre-occupatith transparency; all of which are critical
for eliminating non-trade barriers to trade. Howev@osstandart's efforts are challenged by
capacity shortfalls at both the planning and impatation levels. Below is a brief description of
achievements to date, and unaddressed capacitfadlisor

Priority needs
Technical regulations

In Belarus, the Law of the Republic of Belarus "Gethnical Regulation and Standardization" of
2004 provides the basic legislation of technicgutations. The Law is based on the provisions of
the WTO Agreements and the European Union (EU) Béwectives, and was amended in 2006
with the passing of the Law of the Republic of Beta"On Amendments and Additions to Certain
Laws of the Republic of Belarus on the Matters etfnical Regulation, Standardization and
Conformity Assessment", which stipulated amendmén48 laws and codes to bring the entire
SQAM legal system to international best practices.

%2 Belarus participates in the work of 58 (out of RIBO Technical Committees, and in 107 (out of 519)
subcommittees.
%3 Belarus participates in the work of 9 (out of 9BC Technical Committees and in 18 (out of 80)
subcommittees.
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Other legal documents include, the Law of the Répudf Belarus "On Ensuring the Uniformity
of Measurements" of 20 July 2006; the Law of theputdic of Belarus "On Conformity
Assessment with the Requirements of Technical Nowend egal Acts in the Field of Technical
Regulation and Standardization" of 2010; and, sitiee onset of the CU, the Agreement on
Common Principles and Rules of Technical Regulati@opted by the CU Commission on 18
November 2016¢

The objectives of technical regulations are geameskerve the overarching strategic goals set for
the SQAM system. These include, among others: @wpysublic safety; safeguarding the
environment; promoting energy efficiency; promotcmmpetition; attracting foreign investment;
and, integrating the Belarusian economy into iradomal markets

Consistent with international best practices, befeenturing into the development of a new
technical regulations, Gosstandart conducts a atgyl impact assessment (RIA) to determine
whether government intervention is required, anetiwér it is the most effective way to achieve
national objectives. The development of technical regulations involeessultations with the
private sector through sector-focused "Nationalhfézal Committees (TCs) on Standardization”
that bring together relevant State authorities,eassh and development institutions, and
enterprises. The TC's are chaired by enterpriseagwan or heads of research institutions, and to a
limited extent Ministers or deputy ministers, aheit work is coordinated by Gosstandart which
approves their members.

The TCs, which are formed as needed, participatthéenpreparation of the annual plans for
technical regulations development, as well as imeliping technical regulations. To date,
Gosstandart has formed 36 sectoral TCs in pridigyds covering, among others: quality
management, standardization in metrology, wheeledlicles, tractors and machinery for
agriculture and forestry, medical devices, eleettbhics and electronics, social responsibility,
information technology, and architecture and cartsion.

Most of the technical regulations are elaboratedri®ans of indicative reference to standards.
This method involves mentioning only the essers#adéty requirements (or other requirements in
the general interest) with which products put oae tharket must conform in the text of the
technical regulation. Yet, there are some regutatithat contain technical requirements in the
text of the regulation, following the method of kisive reference to standards. Under this
method, a standard or excerpts of a standard i®daped in the text of the regulation, so that
compliance with the standard becomes mandatory.

As a rule, Gosstandart base national technicalaggos on international standards, with a special
emphasis on European Standards (ENs). This is diermgh referencing to international
standards in the text of the technical regulatiorihis case, the international standard in quastio
is often adopted as national, and is marked as BN[Bwith STB referring to the governmental
standards of the Republic of Belarus.

The latest technical regulations plan, “Technicajlations Development Plan” for the period
2009-2017° stipulated the development of 33 technical reguiat covering different
products/services and risks. The implementatiothefPlan was put on hold in January 2011, as
Belarus shifted its focus onto the preparationashmon technical regulations for the CU.

The formulation of these common technical reguletiss guided by the agreement on common
principles and rules for technical regulations. ée$ will be preparing 6 (of the 24) common

% Also sometimes referred to 'single’ or ‘commoiigiples.

% The procedures for developing technical regulatiare elaborated in Gosstandart’s "Code of prittic
For details visit Gosstandart website at: http:Awimpa.by/TechnicalCodesEN.php.

*® The Plan can be found &ittp://www.gosstandart.gov.by/txt/Programm-work/skptan01. pdf
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technical regulations. The common regulations be&iegeloped by Belarus cover inter alia the
safety of low-voltage equipment, toys, packagingsnoetic products, agricultural and forestry
tractors and trailers, fertilizers, labelling ofofb products and electromagnetic compatibility of
equipment. Each new technical regulation hasvits implementation plan, which highlights the

relevant authorities and institutions that needbaoinvolved and the responsibilities and actions
that need to be undertaken by each party.

It is worth mentioning that CU members are usingBIE Recommendation L as a reference
framework for the harmonisation process. As shawBadx 4.1, the recommendation provides a
voluntary framework for facilitating the harmoniiat of horizontal technical regulations (i.e.
those that apply to all products or all serviceslborganizations depending upon the context) or
those related to specific sectors and prodiicts.

Box 4.1

UNECE Recommendation L
UNECE Recommendation L emphasizes the establishofe@mmon regulatory
objectives (CROs), preferably through recourse fiplieable international
standards, as a key element for harmonization, setsl out the principles and
procedures that need to be followed. The Model hi&dps countries specify ho
conformity should be determined, and defines othertinent issues, such as
compliance clauses and market surveillance pravisi©nce this framework is
agreed on a bilateral or multilateral basis, thentdes can transpose these
arrangements into domestic national technical edguis. The products th
comply with these regulations could then use thédmestically obtaine
conformity assessment testing or certification, hwito further assessmept
requirements, to export their products to partitigaimporting countries.

<

—

The results of the survey reveal a number of chg#le at the planning and implementation levels.
At the planning level, efforts to modernize the @abkian system of technical regulations are
complicated by the limited availability of intermatal standards in the Russian language. As it
may take up to one year to complete the translatfam international standard into Russian, the
entire standards setting process is slowed dowme planning process is also held back by the
lack of expertise skills in the areas of stratgganning at the middle and low-level management;
the limited funds available for standards developnagencies to coordinate the work of the TCs
and organize the necessary meetings; and, by iveteisector's limited experience in the area of
technical regulations.

At the implementation level, the modernization gfie complicated by the difficulties associated
with ensuring continuous cooperation among the ouaristakeholders (most of them have
different interests), and, as shown in the nexti@ec the lack of the required necessary
infrastructure (e.g. for conformity assessmentfananarket surveillance).

Standardization

As previously mentioned, standards developmenbdsdinated and supervised by Gosstandart in
its capacity as the national standardization bddgsstandart Committee for Standardization
develops standardization annual plans, approvesetfigrements specification for standards and
the standards. The development of national stasdardndertaken by a number of independent
bodies, including, among others: the National tosti for Standardization and Certification
(BelGISS); the National Metrology Institute (BelGJMand, Institutes of the Academy of
Sciences.

57 http://www.unece.org/trade/wp6/Sectorallnitiath\@EART/START.html
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In developing national standards, commonly refet@dis the governmental standards of the
Republic of Belarus (STBs), the standards developiedies follow the typical stages defined in
ISO/IEC Directives. On the basis of the approveduaih standardization plan, or pursuant to a
request by the private sector, the standardizdtimaty prepares the requirements specification,
which is then approved by the State Committee tan&ardization. The standardization body
subsequently prepares implementation plans for ldpwg individual standards, which are

executed with funds from the State.

In preparing the implementing plans, the standatiin body solicits feedback from main
stakeholders within the context of the TCs througihmal notification letter. The main
stakeholders that should be consulted are definetthé requirements specification, and these
stakeholders are kept abreast throughout the @t@arof the draft standard, which is also made
available online for public comments. If necesshrginstorming meetings are organized to reach
consensus.

Once completed, the draft standards are assessddofstandart's Scientific Committee for
eventual approval by Gosstandart. When a standardpproved, BelGISS prepares it for
publication and dissemination. Businesses can mltaiional standards (for free or in return for
fee) from BelGISS. The Institute maintains a dejpogiof national, regional and international
standards, the "Standards Fund", which can be seddrsee of charge both offline and online.

Alongside the STBs, Belarus, and just like the othembers of CIS, also adopts as part of its
system of national standards, the regional GOSidstas, which are maintained by the Euro-
Asian Council for Standardization, Metrology andri@ieation (EASC) of CIS. The GOST
standards, which are being reformed by EASC torenaunove from a mandatory to a voluntary
system, cover energy, oil and gas, environmentdkption, construction, food processing, among
others. As of mid 2011, the Belarusian system d¢ibnal system of standards comprised 25,000
standards, including 20,700 GOST and 4,300 STBs.

Belarus has achieved considerable progress in madey its system of national standards, with
over 70 per cent of the Belarusian standards hamadnwith European and international
standards. Consistent with Belarus' strive for eouin diversification, priority is given to
harmonizing standards for export-oriented, impaftistituting and innovative industries. As
shown in Table 4.1, the highest level of harmomiats observed in machine-engineering
manufacturing (79 per cent), with agriculture anddstuff and consumer industry proving to be
particularly challenging, with the level of harmpaiion standing at 26 per cent and 10 per cent,
respectively.

Table 4.1 Harmonization of Belarusian National Stadards

Field Level of harmonization
Machine-engineering 79%
Electronics, radio-electronics 72%
& communication

Chemical & petrochemical 67%
products

Building materials & articles 59%
Forest & wood-processing 57%
Automotive industry 40%
Agriculture & food 26%
Consumer products 10%

Notable progress has also been achieved in thisfiafl energy efficiency and energy labeling,
whereby national standards are developed on this ba$€U technical legislation. Efforts are
underway to development 136 technical regulatiomsach topical issues as use of renewable
energy, local and alternative fuels, use of higldgnomical energy-heat generating and industrial
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machinery, electrical and household appliancesitiig equipment, engineering products, etc.;
energy efficiency in buildings; energy managemend aenergy audit of organizations;
performance evaluation and promotion of energyrgameasures in industry.

Yet, the UNECE evaluation points to a number of rdhlls at both the planning and
implementation levels. At the planning level, thecessity of increasing the participation of the
private sector in standards development cannotee@mphasized. Officials drew attention to the
private sector's low level of interest in contringtto standards development. They noted that
where such interest is high, the private sect@ttigipation is undermined by a lack of expertise
skills in the area of standards development. Ofdors highlighted by respondents relate to the
absence of unions capable of financing the devedopraf harmonized standards, particularly in
the food industry; the low level of demand for hamzed standards, particularly in the field of
consumer products, given the enterprises' low iRl capacity; and, the lack of funds for
upgrading testing laboratories.

The respondents also reported that the formulatiomational standards is held back by the
shortage of publications on international standamdd technical regulations in the Russian
language, and slow dissemination of new standdméiviewed enterprises highlighted that they
do not receive information on international standan a timely manner.

There are also challenges associated with harnmgnirie Belarusian system of standards with
CU and CIS partners. While the member countrieseagn the necessity of harmonizing common
standards with European and international onegy, ey differ in terms of priority sectors to be

harmonized. This is a result of CU and CIS coustiieing at different stages in terms of
industrial modernisation.

Recommendations

General

10.Establish a national programme to help SMEs complywith quality
standards and technical regulations

Larger industries are usually well placed to pgtite in the work of the Gosstandaechnical
Committees by virtue of their resources and extengivolvement in foreign trade. They also
have the required capacity for ensuring compliambés is not so for SMEs.

It is recommended that Gosstandart put in placatiamal programme to assist SMEs throughout
the entire compliance process. Assistance for Idpwey such programmes is provided, for
instance, by the EU, United States Agency for mmadonal Development (USAID), United
Nations Industrial Development Organization (UNID&) the International Trade Centre (ITC).
But such programmes only yield the expected benigfihey focus on specific sectors or issues.

Thus, when designing its national programme forpsuiing SMEs, Gosstandart could consider
targeting those sectors where compliance is thet mposblematic, or where new technical
regulations need to be developed. Gosstandart cdatul consider housing such a programme
under a special unit, which would need to be eistaddi and provided with the required staff and
training materials.

11. Establish a national quality forum

Increasing inter-agency coordination is a challetige is common to all countries, including

those with developed SQAM systems. Of much impaeais ensuring the involvement of all

stakeholders from the start and throughout thegdgsinase of any SQAM development initiative,
so that they can contribute their expertise andeldgvthe required capacities for successful
implementation.
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One way to achieve this would be to establish @nak quality forum for regulators (to find out
what the stakeholders' needs are and to identifyuamtended consequences of regulation), and
for private sector stakeholders (to exchange viewgsexperiences). The forum could also act as a
think-tank and publish country-wide or sector-faedistudies on issues of particular interest to
stakeholders, and facilitate enterprises' accesspaxialized training programmes (either by
establishing partnership agreements with regiomal imternational institutions or by directly
providing training services).

12.Develop a regulatory impact assessment (RIA) system

Ascertaining the full cost of implementing regubeis, or the regulatory impact on enterprise
competitiveness and public sector effectivenessa ighallenging task, even for the most
competitive regulatory authority. Belarus is ndafiént. The regulatory system could benefit from
developing uniform guidelines for conducting RIZsSuch guidelines could take a variety of
forms, starting gradually from simple financial testimates, including minimizing the burden of
regulatory red tape on businesses, to a compreleeasbnomic and social cost-benefit analysis.
Complementary training should also be given to legus on regulatory impact-assessment
methodologies.

13. Adopt new risk management tools

Gosstandart's system of risk management could fleefuimproved by integrating generic and
sector-specific risk management tools for (i) cliogsreas that require regulatory intervention;
and for (i) compiling information on potential érenmental and health hazards. The focus
should be on determining maximum tolerated rislelgvsetting objectives that meet national
concerns; articulating specific criteria for risksassment and applying homogeneous safety
criteria for comparable risks.

UNECE has worked extensively in this area, with faeticipation of experts from member
countries, including Belarus. Belarus may want tonsider implementing the UNECE
recommendations, “Risk Management in Regulatorytedys” and “Crisis Management in
Regulatory Systems® The former sets out the general principles of grering the main risk
management functions within a regulatory systemilemie latter offers specific guidance for
implementing crisis management.

14.Bolster Gosstandart's institutional capacity

Gosstandart needs to be strengthened with additresaurces to ensure timely translation of
international standards into Russian. There is alseed for supporting middle and lower-level
management with advanced training on planning ampdementing technical regulations.

4.2 Metrology, conformity assessment and accreditiain

A key drawback in the Belarusian quality assuramsgstem is the lack of the required
infrastructure, particularly testing laboratorigéis drawback, not only increases the transaction
costs for enterprises, but also undermines Gosatesidbility to implement its mandate.

There are also the challenges associated with w@ditly quality control activities and
development efforts with CU partners. A major concis related to the implementation of the
common technical regulations, which will be gradlpaintroduced as of February 2012.
Respondents noted that some of the products cobgrdte common technical regulations are not
subjected to mandatory conformity assessment uhdeBelarusian system. Thus Belarus should
carry out the required certification proceduresobefplacing the products in question on the

%8 See, for example, OECD (2009) Regulatory Impasie&sment: A Tool for Policy Coherence.
*¥ The two recommendations are still in the prepayapbase. Drafts are available on the UNECE website
at: http://www.unece.org/trade/wp6/riskmanagemeimi.h
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market of the CU territory, at a time when the ngstesting laboratories are not equipped to do
so. This challenge comes in addition to the onergimg from the fact that the test reports and
certificates of conformity issued by Belarusiart fesilities and conformity assessment bodies are
not recognized by Western European countries. Bédow brief discussion of achievements to
date and priority needs.

Belarus quality assurance system: ongoing devel opment efforts and achievementsto
date

Conformity Assessment

Conformity assessment falls under the privy of Gosdart in its capacity as the National body for

Conformity Assessment. Gosstandart activities is #nea are based on the Law of the Republic
of Belarus "On conformity assessment with the negaénts of technical normative legal acts in

the field of technical regulation and standardizati The law sets out the principles of conformity

assessment in Belarus, including:

* Harmonization with international and intergoverntairegional) approaches in the field
of conformity assessment;

» Identity provision of rules and procedures for protd conformity attestation;

» Fulfillment of requirements on confidentiality o&té received in carrying out works on
conformity assessment.

As established under this law, Gosstandart implésn@mong other functions, the State policy in

the field of conformity assessment; develops angr@ams accreditation rules and conformity

attestation rules, regulatory procedures; conteibtd the development of the drafts for legislative
and other normative legal acts regarding conforraggessment; and, performs accreditation or
delegates functions on accreditation to accreditatiody.

At present, the Belarusian system of conformityeasment consists of 17 basic technical codes of
good practice and a range of technical normatigallacts, which together establish the order of
certification of ensure the uniformity of servicd$e national system of certification, the BelSt
system, provides for obligatory and voluntary didtion. Consumer goods, as well as goods and
services which may cause the danger for life, hegtoperty and environment are subject to
obligatory certification.

Certificates of conformity to BelSt are issued hg tertification bodies which are accredited by
Gosstandart to act on its behalf. The issuanaapfeimented following technical evaluation of the
goods to ensure their compliance to Belarus safgulations. The evaluation procedure may
include evaluation of technical documentation, silance visits, sampling, analysis, type testing
in accredited laboratories, factory audits anddrtain cases certification of quality management
system.

Most recently, and in an effort to reduce admiaiste barriers to trade, Belarus has introduced a
revised version of the Law of the Republic of Betar'On Assessment of Conformity to
Requirements of Technical Legal Instruments in Bghere of Technical Regulation and
Standardization", which restricts on introductidm@ndatory certification. In particular, the Law,
implemented in July 2011, stipulates that compuyisertification could be introduced only in the
framework of technical regulations or in case dftixg national standards for the products.

In addition, since December2010, Belarus has beghkimg to effect a transition from compulsory

product certification by a third party to declaoatiof compliance with safety requirements
directly by manufacturers, importers and selletdlyfentrusting them with responsibility for
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safety and quality of good$.These new developments have significantly redubedrange of
goods subject to mandatory certification by moentBO per cent.

The year 2011 has also witnessed progress in pngvidr recognition of Belarusian product
testing in foreign laboratories. Belarus has adbate ordinance which stipulates that in the course
of issuance of Belarusian certificates of confoymdind adoption by Belarusian importers of
declarations of compliance for certain productstquols of testing by European Notified Bodies
for conformity assessment, issued as part of tbhegatures for CE labeling (building materials,
personal protective equipment, etc.) may be used.

In the framework of the Customs Union, Belarus tiedfted Single List of Products Subject to

Mandatory Compliance Evaluation (confirmation) withhe Customs Union with the Issuance of
Common Documents, which was adopted in June 204@uéh, manufacturers and importers can
now carry out compliance confirmation for producisone of the product certification bodies

within the Customs Union receiving the certificateregistering declarations of conformity under
common forms of the Customs Union, which are v#tidughout the Customs Union. Having

documents, one has no need to obtain national demismon conformity assessment in each
country of the Customs Union.

Accreditation

Key reform efforts in the area of accreditation déwolved the establishment of an independent
accreditation body in 2008, the Belarusian Stateti@efor Accreditation (BSCA). The Centre is
responsible for the national accreditation of tegtiinspection and calibration laboratories,
certification bodies for products, services, systemd personnel, and for establishing agreements
with relevant international organizatiotfsAs of October 18, 2011 the National Accreditation
System has certificates of accreditation of:

e 2341 test laboratories;

e 102 certification bodies;

e 205 control laboratories; and,
» 52 calibrating laboratories.

The development of the Belarusian accreditatioriesysentered a new phase in 2011 with the
implementation of Law "On Assessment of Conformiity Requirements of Technical Legal

Instruments in the Sphere of Technical Regulatimh $tandardization" of January 5, 2004, which
delegates the accreditation of conformity assessiedies to a single national accreditation
body; namely BSCA. The development of the naticaadreditation system is also guided by
Regulations of the European Parliament and Cou¥cif65/2008/ES to ensure harmonization
with European systems.

As part of its effort to implement the above-men&d laws, BSCA drafted the Technical
Common Practice Codes (TCPC), which established bémc provisions of the Belarusian
accreditation systefii.The system also adopts and implements the regeisnof international
instruments in the field of accreditatiéh.

%0 As per the Directive of the President of the Réjoulf Belarus of 31 December 200 4.

%1 The Centre was established following the recomratiod of DAP (the German Accreditation System
for Testing), which carried out the first independevaluation of the Belarusian accreditation gyste
The Centre took over from the State Committee fan&ardization, and assumed all the functionsedlat
to the accreditation of conformity assessment I®diesignated to work with different agencies and
sectors.

62 A detailed account of BSCA's mandate is avail@ii¢he institution's website atww.bsca.by

® The code contains: TCPC 50.01-2011 National Adtaidn System of the Republic of Belarus. The
main provisions (to replace the STB 50.01); TCPCl8Wational Accreditation System of the Republic
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Yet another important body is the Council on Acitegtbn of the National Accreditation System,
which consists of representatives from the Natighadreditation Body, the National Authority
for Conformity Assessment of Belarus, ministriegerecies and other stakeholders, which ensures
objectivity and impartiality in development and adince to the national accreditation principles
and policies, and in confirming to internationafjugements. Most recently, the Council has
established the Appeal Commission of the Nationetréditation System of the Republic of
Belarus.

Metrology

Under the Belarusian metrology system, legal metypl applies to a broad range of
measurements, including measurements performedhdte tand transactions between buyer and
seller; measurements performed for tax purposesisumements performed for customs and
banking purposes; environmental protection; anceex@xaminations® The task of ensuring the
uniformity of measurements is carried out by thelaBesian State Institute of Metrology
(BelGIM),*® commonly referred to as the National InstituteMstrology, assisted by 15 regional
centres for standardization, metrology and cedifan (see Figure 4.1).

of Belarus. Rules of accreditation (with the abofitof the STB 941.1, 941.2 STB, STB 941.3, TCPC
50.11, 50.12 TCPC, TCPC 50.13); and, TCPC 50.13-204tional Accreditation System of Belarus.
Roster. Conduct of business (to replace the STB4941

® The requirements currently adopted by Belarus edadorated in: STB ISO / IEC 17011-2008
conformity assessment. Requirements for accredlitatistitutions of conformity assessment bodiesB ST
ISO / IEC 17021-2010 National system of confornaifthe Republic of Belarus. Conformity assessment.
Requirements for bodies providing audit and cedifon of management systems; STB ISO / IEC 17024-
2008 conformity assessment. General requirementsddies conducting certification of personnel; STB
ISO / IEC 17025-2007 General requirements for caemuee of testing and calibration laboratories; STB
EN 45011-99 General requirements for bodies commygiroduct certification; and P STB ISO / IEC
17043-2011 conformity assessment. Basic requiresrfenproficiency testing.

% The remaining measurements covered by legal noglyplinclude state inspection and condition
diagnostics of vehicles; safety of hazardous imhalsiocations, fire safety and radiation safety;
measurements performed for geodesic and map-makingoses; hydrometeorological measurements;
measurements involved in providing postal and t@ounication services; testing and monitoring of
conformity of products and raw materials with thgdl requirements of the Republic of Belarus; defe
and public security; measurements performed fa¥ &Ecurity purposes and health measurements;
occupational safety; state metrological surveillgnmetrological control; inspection of prepackages;
veterinary measurements performed for laboratony diagnostic purposes; manufacture and use of
gaming and gambling machines; and, measuremerastoévement in international and national sport
events. Ibid. Article 16.

% BelGIM is responsible for the development of notime and methodical documents in metrology;
provision of reproducibility of units of measurenteand their dissemination; performance of stadeste
verification and metrological attestation of measgrinstruments and testing equipment; carrying out
metrological attestation of measurement technigunegtological examination of hormative documents in
metrology; performance of other functions stipuldby the legislation.
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Figure 4.1 The National Metrology System of Bel&fus
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BelGIM also performs type approval, along with 4jiomal centers, based on Organization of
Legal Metrology standards. Just like other coustiie the region, the Belarusian metrological
system could benefit from further development ttisBa European and international export
requirements.

As the development of the metrological system iiather costly enterprise, the need for regional
cooperation gains significant importance. Belarss aiready coordinating its metrological
development efforts with regional partners withie tcontext of the Euro-Asian Cooperation of
National Metrological Institutions (COOMET), whidirings together 18 metrological institutions
from Europe and Asi®. The CU with Kazakhstan and the Russian Federasioyet another
vehicle for coordination, which, by virtue of italler membership, renders consensus building,
pooling resources and embarking on coordinatedmadéss challenging. In order to foster its
contribution to regional initiatives and enable tit reap expected benefits from regional
coordination, Belarus has to address a numberpafaity shortfalls which are discussed below.

Recommendations

15. Develop compliance-testing laboratories

While Belarusian traders currently use testing fatmyies located in the Russian Federation,
Belarus may want to consider establishing testitgiatories on its own territory. Both the type
and number of testing laboratories need to be dddia consultation with its CU partners to avoid
duplication of effort, and ensure an even distrdoutof testing laboratories within the CU
territory. Belarus might wish to explore the vidthilof establishing testing laboratories for
products with high export potential.

16. Enter into mutual recognition agreements

In addition to the establishment of complianceibgstaboratories, Belarus might also consider
entering into new mutual recognition agreements AglRwith European and other partners. One
option would be to further diversify the non-goverental MRAs between Belarusian conformity-

®7 As presented by Gosstandart at: http://www.gossstergov. by.

% COOMET brings together the national metrologytitndons of Armenia, Azerbaijan, Belarus,
Bulgaria, Georgia, Germany (Associate Member), Khgtan, Kyrgyzstan, DPR of Korea (Associate
Member), Cuba (Associate Member), Lithuania, Mollo\Russia, Romania, Slovakia, Tajikistan,
Uzbekistan and Ukraine.
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assessment bodies and their counterparts in tangetets, as such agreements help increase
mutual confidence and facilitate formal agreeméetsveen governments.

Non-governmental MRAs could provide a useful additto government to government MRAS;
an avenue that Belarus is already followihi@\s it forges ahead to implement the option of
government to government MRAs, Belarus needs toga with care as these agreements may
have some disadvantages. For example, implememté¢iods to be resource intensive and
requires a complex legal infrastructure.

17. Strengthen metrology and legal metrology

The existing system of metrology and legal metrploguld benefit from:

» Expanding the system's etalon base (i.e. rangeeaburement standards).

» Drawing a plan to ensure full accession of Beldouthe Metre Convention (Belarus
has been an associate member since 2003).

* Building a network of reference laboratories, imihg the supporting legal
framework, training of personnel, and required pmént.

* Training of personal in the verification of measusnt instruments. The list of fields
under the EU Measurement Instrument Directive cquidvide guidance on the
instruments to be covered.

e Strengthening the research capacity of metrolodyorktories, so that they can
develop new measurement methods.

18. Strengthen the metrological system for food produst

This system could benefit from:

* New equipment and methodologies in food-produdingsas the current equipment
allows for controlling only 20 per cent of the pawters regulated by the EU
Directive 96/23/EU of 29 April 1996. The EU is amgortant, potential market for
Belarusian food products.

* Targeted training in type approval and verificatiohmeasurement instruments in
food-product testing.

* Investments in metrological facilities and equipmemd particularly those required
for controlling food products in conformity with EDirectives.

19. Strengthening Gosstandart's expertise skills

Gosstandart staff could benefit from: (i) targetegining on new standards and certification
approaches and the use of suppliers' declaratibreerdormity; (ii) internationally recognized
training in the area of accreditation; (iii) andgiagance in establishing an accreditation system fo
inspection bodies.

4.3 Market surveillance

The function of market surveillance is undertakgnGosstandart, guided by relevant national
legislative acts, which are compliant with EU ldgi®n.* In addition to compliance with

% The Belarusian accreditation body has signeddsaicooperation agreements with its counterparts i
Estonia, Georgia, Kazakhstan, Latvia, Lithuanialddwa, Poland, the Russian Federation, Slovakid, an
Ukraine.

0 Gosstandart has signed mutual recognition agresm@tRA) with members of the CU, Czech

Republic, Islamic Republic of Iran, Lithuania, Lénythe Republic of Moldova, Syria and Ukraine.

™ These laws include: Law of the Republic of Beldi@s technical rationing and standardization”; Law
of the Republic of Belarus “On consumer rights gotibn”; Law of the Republic of Belarus “On the
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essential safety standards, the proper applicafidhe conformity assessment procedure, and the
content of the declaration of conformity, marketveillance bodies carries out inspections, to
visually inspect products, and to test samplesadyrcts.

These inspections are carried out on a non-reguidrregular bases, with the former undertaken
where deemed necessary, as established by lawlaRéggpections are set according to the level
of risks (high, medium or low) assigned to busiesshat have been operating for more than two
years. Businesses falling under the high risk gratg subject to annual checks; those falling
under the medium level risk group are inspectece aery three years; and, businesses falling
under the low risk group are inspected once eveeyyfears’?

Special attention is accorded to controlling andnitasing food items. The certification of
finished foodstuff, as well as the quality and safmanagement system at the enterprise are
subject to regulations covering the quality andcesabf food and feed, hygienic registration of
products, veterinary and sanitary monitoring andteStmonitoring of compliance with the
requirement of technical regulations and standards.

Market surveillance activities are decided by thatesControl Committee, and take the form of
half-year plans that are sent out to all survediaauthorities. Legal measures are taken to address
instances of non-compliance, including banning compliant manufacturers and importers from
selling their products domestically. In additioony idomestic goods destined for exports to CIS
region, concerned countries are notified through*@pasnaya produktsiya”.

Priority needs

The needs assessment revealed a lack of capadheiarea of risk management. The market
surveillance authority does not have a specialiggtlin the area of risk management. Nor does it
have enough inspectors. Beyond the need to edtahlish a unit and equip it with the required
expertise skills, information management systents raethodologies, Belarus needs to improve
existing procedures for fighting counterfeit produand establish a national notification system
on hazardous goods.

Recommendations

20.Improving procedures for fighting counterfeit goods

Belarus might consider adopting UNECE Recommendaltioon “Use of Market Surveillance
Infrastructure as a Complementary Means to Pra@ectsumers and Users against Counterfeit
Goods”. This Recommendation provides a refereramadivork for guiding national and regional
efforts, covering both legislative and administratprocedures, in the area of counterfeit goods.

21.Establishing a national notification system on hazaous goods

The assessment points to the need for strengtheeawgive market surveillance. This could be
achieved by establishing a national notificatiostegn that would identify hazardous products

assessment of conformity with the requirementsechnical normative acts in the sphere of technical
rationing and standardization”; Law of the Repalf Belarus “On sanitary and epidemic well-beirig o
the population”; Law of the Republic of Belarusri'@od and feed quality and safety for human h&alth
Decree of the President of the Republic of Beldi@s accomplishment of controlling (monitoring)
activity in the Republic of Belarus”; Enactmenttbé Council of Ministers of the Republic of Belaru
“On confirmation of rules of the procedure of ex@uog state monitoring on conformity with the
requirements of technical regulations and the rolethe procedure of state metrological monitoring”
and, Offences Code of the Republic of Belarugrirdtional normative acts on specific types of good
interstate standards, state standards of the RemilBelarus, technical conditions.

2 As per the Decree of the President of the Reputfii@elarus “On accomplishment of controlling
(monitoring) activity in the Republic of Belarus”.
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(and their sources) from complaints, accident rsp@nquiries, and incoming notifications. Such
a system would go a long way in enabling Belarusaxicipate in inter-regional warning systems
against dangerous and hazardous goods, such d@&UtkeRapid Alert System for Dangerous
Products (RAPEX) or other systems that may evelytbal established within the CU.
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5. Concluding Remarks

This study is a first step in supporting Belarudi@ate development efforts. It showed that while
Belarus has gone a long way in addressing techarmhlegulatory barriers to trade, there remains
room for improvement. The study identified a numioérprocedures and regulatory barriers
throughout the international supply chain and haspgsed practical measures for addressing
them.

These measures need to be complemented by coneéided to develop Belarus’ production and
export capacity. Priority should be accorded twisting SMEs in developing their technological
capability - that is their ability to efficientlypgcialize in technology-intensive activities witigln
value-added. As it is beyond the scope of thigysto propose specific measures, it suffices to
mention here that developing such capacities reguitdopting a sector-focused development
strategy. Such a strategy should ensure synergitsebn trade, industry, labour and other
policies, with a view to creating macro-economicentives to increase foreign exchange
availability, stimulate investments, increase eigand address supply-side constraints at both the
enterprise and industry levels.

Because the implementation of the proposed recomatems requires greater resources than are
now available to the Belarusian authorities andketasupport institutions, the need for technical
and financial support is evident. Moreover, givelme tbroad range of areas that the
recommendations address, it would be difficultrtplement the proposed measures in a single
undertaking. As a follow-up to this assessment, WINECE is working with the Belarusian
National Advisory Committee to develop an implenagion plan for the medium and longer term
that sequences implementation of the recommendzalipmriority.

In implementing the proposed recommendations, Bslanay consider adopting a sectoral
approach. For example, in the case of establisieisting laboratories, priority needs to be given
to those sectors that are deemed essential folapéve the economy’s productive capacity, or
those which are already benefiting from productapacity building initiatives.
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Annex: Documentary requirements for export-import activities
Documentary requirements for customs clearance
Customs documents

Customs Declaration (see box A.1);

Document for placement under the customs procedure;

Declaration of Customs Value;

Preliminary decision on the classification of goadaccordance with the HS (optional);
Preliminary decision on the country of origin (aptal);

Customs receipt voucher;

Adjustment of customs value and customs duties;

Documentary evidence of the enforcement of taxlitgh

Certificate of Approval vehicle for the transpoftgmods under customs seals and stamps
(the carriage of goods under customs seals angbsjam

Form of customs payments and interest on foreignmaterials, components;
Declaration placing the goods under the customsnee@f free circulation prior to the
submission of customs declaration and the tax atiig to pay import duties and taxes
(for “Bona Fide” traders).

Box A.1
The Customs Declaration must contain

- Declared customs regime;

- Information on the person submitting customs detian or on the customs agent
(representative), the sender and the recipiertteofibods;

- Information on vehicles;

- Information about customs regulations and (or)aust procedures, under which the
goods were previously placed;

- Information on the goods: the name, descriptionckh&e, the name of the country of
origin, the name of the country of origin (destiaa}, description of packages (number
shape, markings and serial numbers), quantity oflgan kilograms (gross weight and
net weight) or in other units, the statistical \\and the customs value;

- Information about the calculation and payment aftams duties (rates, tariff preferences
and exemptions, deferral and installment paymentuesfoms duties, the amount of
customs duties, taxes and fees, official exchaatg;r

- Information on foreign trade transaction and itsib@onditions;

- Information on permits and (or) licenses for impmrexport of goods (if required);

- Information about the manufacturer of the goods;

- Information verifying compliance with the condit®for placing goods under the
declared customs regime.

Commercial documents

Contracts of sale or other contract entered intdhim commission of foreign trade
transactions;

Invoice (Invoice) pro forma;

Packing List, Shipping List;

Specification, Inventory of goods.
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Transportation (shipment) documents:

Bill of Lading, Consignment Note, CMR (if necessairway bill, etc.;
The train transmission list of railway vehicles;
General Declaration.

Other documents:

Permits and (or) licenses for import and (or) ekpafr goods restricted for transfer
through the customs border in accordance withdbslation;

Documents certifying conformity of products witrettechnical regulations in the field of
technical regulation and standardization (for goslgected to mandatory conformity);
Certificate of Origin (as per form "A" form ST-1,general form, a form required by law
and (or) international treaties of the Republi®efarus);

Other documents containing information about thentxy of origin of goods from the
manufacturer, seller or consignor of the goodsireduby the State Customs Committee;
Bank guarantee, guarantee agreement, mortgage;

Documents conforming payments of customs dutiescastbms fees;

Proof of information about the customs applicant:

State registration certificate, a notice of assignthpayer account number;

Proof of entitlement to benefits in the payment aafstoms duties, established by
legislative acts;

Documents justifying the declared customs valuetardchosen method of determining
the customs value, listed by the State Customs Guiean

Papers, confirming information about the productwrch the HS classification of goods
was carried out.

Proof of information about customs agent (perniite(ise) to operate in the area of
customs, the contract orders to make customs puoesddocuments confirming the
authority of a person to commit customs operations)

The credentials of an individual to perform custapsrations.

The documents that identify goods.

Simplified documentary procedure involves following documents: specifications; ins&s, bills
accepted by the pro forma; receipts, cash voucloeghgr primary documents, reflecting the fact
that foreign trade transactions was made by themssapplicant.

Documentary requirements for carriers
Transportation by road

Documents on the vehicle transportation;

Transportation (shipment) documents;

A document accompanying the international postagéheir transportation, certain acts
of the Universal Postal Union;

Commercial documents for the transported goodsiwduie available to the carrier;
License of the authorized State bodies for impbgamds restricted for transfer through
the customs border;

Transportation by sea

A general declaration;
Cargo Declaration;
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Ship's Stores Declaration;

Declaration of personal belongings of the crew;

Crew list;

List of passengers;

Document accompanying the international postagéhfgir transportation, certain acts of
the Universal Postal Union;

Transportation (shipment) documents;

Commercial documents for the transported goodsiwduie available to the carrier;
License of the authorized State bodies for impbgamds restricted for transfer through
the customs border;

Transportation by air

Standard paper carrier under the internationatie®af the Republic of Belarus in the
field of civil aviation (general declaration);

Document containing information carried on boarchaaraft goods (freight bill);
Document containing information about the boartts€s;

Transportation (shipment) documents;

Commercial documents for the transported goodsiwduie available to the carrier;
Document containing information about carried orardothe passengers and their
luggage (passenger list);

Document accompanying the international postagéhier transportation, certain acts of
the Universal Postal Union;

License of the authorized State bodies for impbdamds restricted for transfer through
the customs border;

Transportation by rail

Transportation (shipment) documents;

Transfer sheet on railway rolling stock;

Document containing information about the stores;

Document accompanying the international postagéhier transportation, certain acts of
the Universal Postal Union;

Commercial documents for the transported goodstwdiie available to the carrier;
License of the authorized State bodies for impbdamds restricted for transfer through
the customs border.
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