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Abstract: This research delves into the impact of World Trade Organization (WTO) membership on
trade dynamics in the Commonwealth of Independent States (CIS) region, focusing on the potential
augmentation or diversion of trade resulting from CIS countries” WTO accession. The study context
is grounded in the interplay between regionalism, represented by regional trade agreements and
historical connections, and global integration facilitated by WTO membership. The study also
scrutinizes the potentially complicating role of the Eurasian Economic Union (EAEU) regional bloc,
referencing the ‘Spaghetti Bowl” phenomenon of overlapping trade agreements. The gravity model of
trade serves as a conceptual foundation to understand the effects of WTO membership and regional
trade agreements on trade costs. Empirical results suggest that WTO membership has not enhanced
trade for the CIS. Instances of trade within the CIS region where there is only one WTO member
have resulted in a positive trend, even though there is no robust evidence that it is due to WTO
membership. The EAEU enhances trade and serves as a trading bloc within the region. This study
highlights that while the WTO strives to foster trade liberalization and growth, its effects can be
region-specific and complex, as demonstrated by the CIS region’s experience. The research also hints
at the importance of intra-regional trade and unique regional factors as critical determinants of trade
patterns, which can enhance broader trade expansion and economic development.

Keywords: World Trade Organization;, Commonwealth of Independent States; gravity model;
bilateral trade; free trade agreements; Eurasian Economic Union

1. Introduction

The WTO plays a crucial role in facilitating smooth, predictable, and free trade. With
164 member countries as of 2020, and three of the CIS countries are among the last trading
partners to join the multilateral trading system. The delayed WTO membership of CIS
countries, including the Russian Federation, Tajikistan, and Kazakhstan, can be attributed
to economic challenges following the dissolution of the Soviet Union and several attempts
to establish an enhanced customs union territory. Despite their independent accession to the
WTO, CIS countries share a common history of underdeveloped institutional frameworks
and a lack of foreign trade policies. Moreover, trade among CIS members themselves ex-
hibits higher volatility compared to other regional trade blocs (MacPhee and Sattayanuwat
2014).

There is limited scholarly analysis of international trade in this region; in particular,
there is a shortage of studies evaluating country-specific relationships between WTO
membership and economic growth in the post-Soviet space. While the WTO'’s impact on
CIS-region trade is limited, a possible explanation is that CIS countries’ accession took place
after a peak in research on the implications of the WTO, and the region was left out from
the scope of extensive investigations. Thus, our main research contribution is to bridge
the gap in the academic literature, and if the existing literature, statistics, and data were
likened to a puzzle, the trade effect of the CIS countries would fill in the blanks.
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The next section discusses literature on the topic, and Section 3 presents the methodol-
ogy, data collection procedure, and the empirical model, while Section 4 presents results
and discussions with potential explanation of the outcomes. Section 5 concludes.

2. Literature Review

Regarding the background of the CIS region’s economic condition and trade policy
development, CIS countries share common characteristics, including a small population
size, narrow domestic market, political instability, and low levels of socio-economic devel-
opment. Consequently, except for the Russian Federation, these countries may not be of
significant interest to most WITO member countries in expanding their access to goods and
services. Analyzing CIS countries’” economic conditions, Sultonov (2022) emphasized the
interdependence of CIS states due to their shared historical path and Russia’s dominance in
the region. The CIS accounts for 3.2 percent of the world’s population, with Russia possess-
ing the largest population, followed by Kazakhstan. The combined Gross Domestic Product
(GDP) of CIS countries amounts to 1960.6 billion USD, or 2.3 percent of the global GDP
as of 2020. Russia, Kazakhstan, Belarus, and Azerbaijan emerge as the largest economies
within the CIS, while Kyrgyzstan and Tajikistan’s per capita incomes are below the average
for lower-middle-income nations.

The economic history of the CIS is marked with a recession following the Soviet
Union’s collapse in the 1990s. The recovery process spanned about a decade and only in
the first half of the 2010s witnessed an average growth rate equal to the world average. The
growth rates for Russia, Azerbaijan, and Kazakhstan were higher due to the high proportion
of oil and gas in their exports. Conversely, those lacking in fuel exports experienced trade
deficits, in small, remittance-dependent economies like Armenia, Kyrgyzstan, Moldova,
and Tajikistan. Exploring the dynamics of economic development, significant growth
rates were seen in the 2000s, explained by high fuel prices in international markets and a
recession in the 2010s due to financial crises, falling fuel prices, and Russia—Ukraine conflict
(Sultonov 2022).

If we only consider CIS members in the WTO, the top exporters are the Russian
Federation and Kazakhstan; next comes Moldova and Armenia, and the least is the Kyrgyz
Republic and Tajikistan. Moldova and Armenia have a common development path because
of their proximity to Europe, which has led to their progress in European Union (EU)
integration. Moldova signed the Association Agreement with the EU in 2014 and Armenia
did the same in 2017, creating an environment for cooperation with the EU (Trade Policy
Review: Armenia 2018; Trade Policy Review: The Republic of Moldova 2022).

The CIS region’s export basket is less diversified in terms of both exporting products
and trading partners. A significant share in the export basket is devoted to the supply of
products from natural resources and agricultural products, while the main countries of
destination are countries from the EU and China. The CIS region is heavily dependent on
manufacturing imports: about 80% of the import basket. Trade within the CIS is relatively
small, with increasing trade with other global entities. As of 2020, Belarus, Kyrgyzstan, and
Tajikistan are major importers from CIS countries, with dominance of the Russian share,
while Azerbaijan and Moldova are less dependent on Russian export. Additionally, Russia
stands out as a major investor in Armenia, Belarus, and Kyrgyzstan. Economic freedom in
CIS countries is reported as mostly unfree, while trade freedom is mostly free (Index of
Economic Freedom 2023).

The trade policies of CIS countries are complexed with overlapping bilateral and
multilateral trade agreements, and there is a big gap between active and inactive regional
trade agreements (RTAs). As such, the CIS Cooperation Agreement, a regional integration
agreement established in 1991, aims to promote economic cooperation and regional integra-
tion among its member states. Although the provisions of the CIS agreement are not active
in terms of economic integration, the agreement is in force and represents one of the forms
of pre-WTO regional cooperation agreements. The historical legacy of shared cultural and
linguistic bonds, as well as common borders, has facilitated successful inter-country logis-
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tics, decreased transaction costs, and promoted collaboration among CIS members. Each
country has bilateral and multilateral agreements in force, with its own list of exceptions
and special provisions. However, in reality, several RTAs do not match trade on the ground
(Roberts and Wehrheim 2001).

When most CIS states entered the WTO, the region enhanced trade within the region
through more comprehensive regional trade bounds than the CIS itself. This led to a
long process of Eurasian integration, with the establishment of the Eurasian Economic
Union (EAEU) in 2015. The founding members of the EAEU were the Russian Federation,
Kazakhstan, and Belarus, with Kyrgyz Republic and Armenia joining later (Yeliseyeu
2019). The EAEU Treaty builds upon previous agreements and treaties among the member
countries of the CIS: the Treaty on a Free Trade Area (established in 1991), which aimed to
promote free trade in services among CIS members; the Customs Union agreement between
Kazakhstan, Russia, and Belarus (established in 1997), which sought to harmonize external
trade policies and establish a common external tariff among the three countries; and the
Common Economic Zone free trade agreement (established in 2004), which was signed
by Belarus, Kazakhstan, the Russian Federation, and Ukraine. The regional integration
agreement aimed to enhance trade between member states, eliminating trade barriers
and creating a single market for the movement of goods and services. However, the
EAEU has faced criticism among WTO members for trade concentration within the region,
potentially hindering trade with other WTO members. The accession to the WTO was
expected to facilitate trade beyond the CIS area, while the establishment of the EAEU
has reinforced trade within the region. Braun et al. (2023) state that member countries
were driven to integration due to functional economic reasons and the pressures brought
about by economic interdependence. However, the process observed only a limited degree
of political spillover. The absence of trust, characterized by the EAEU’s non-democratic
structure or potentially influenced by Russia’s dominance, served as a significant constraint
to the process. On one side is regionalism tightened with different bilateral agreements,
economic integrations, and customs unions; on the other side, there is multilateralism in
face of WTO membership (Roberts and Wehrheim 2001).

Academic research in the region primarily focuses on the EAEU as the sole long-term
determinant of trade relationships (Tarr 2016; Bagdasarian and Pakhomov 2016; Vasilyan
2017). Analyzing the literature on the WTO’s impact on each individual country, a study
of the Kyrgyz Republic suggest that the impact of WTO membership is associated with
the growth rate in the years following accession (Mogilevskii 2004). In contrast, [Ismailova
and Du (2017), analyzing trade and economic indicators for 20 years of WTO membership,
argued that the Kyrgyz Republic did not benefit significantly from WTO membership. On
average, scientific studies present WTO accession as having neither noticeable harm nor
significant benefit to trade (Pomfret 2007a; Tai and Lee 2009; Muktar and Muktar 2019).
Even though the country was the first CIS member in the WTO, it did not directly foster the
development of trade given the lack of previous experience in the trade with WTO member
countries and the relatively long distance for the delivery of goods (Marat 2014). Studies
conducted on Moldova, partially assessing membership’s influence, note a lack of negative
trade effects four years post-accession while outlining tariff modifications implemented
within Moldova (Cimpoies and Litvin 2005).

While the literature review on Kyrgyzstan and Moldova does not display prominent
results, the literature on Tajikistani projects displays largely positive results. Khakimov
(2013) explained that one of the reasons behind the Republic of Tajikistan’s expectations
to benefit from the WTO membership is that its main strategic allies, including China,
Turkey, and Russian Federation, were already members, while the accession of the Republic
of Kazakhstan was in the last stages. As a result, based on the natural trading partner
hypothesis, there was an expected increase in trade volume and market liberalization
(Khakimov 2013; Nikolaev and Mamadamonov 2017; Nazriev 2020).

A few scholars briefly describe the experience of the Republic of Armenia as a member
of the WTO in dealing with specific aspects of economic growth. For example, Aliyev
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(2014) argued that despite the expected perceived effectiveness of WIO membership in
tackling domestic monopolies, the Republic of Armenia failed to experience this positive
externality from accession. Hayrapetyan and Hayrapetyan (2016) also showed that WTO
membership did not yield significant positive results, as the state experienced a trade
balance deficit almost 15 years after accession. Additionally, researchers focusing on
post-Soviet Union countries, particularly South Caucasus nations such as Azerbaijan,
Georgia, and the Republic of Armenia, have discovered negative trade outcomes following
WTO accession in the cases of Georgia and the Republic of Armenia (Suleymanov 2019).
The findings suggest that while the WTO plays a significant role, its impact on trade
development is uneven.

Academic literature on Kazakhstan’s post-accession analysis shows more complicated
results. Analysts postulate that WTO membership may have intensified the economic reces-
sion in Kazakhstan (Balzhigit and Jun 2018). Contrary to the notion that WTO membership
negatively impacted Kazakhstan’s economy, other factors are highlighted as major contribu-
tors to the downturn. The plunge in oil prices, in particular, and Kazakhstan’s engagement
with the Customs Union are identified as significant elements that worsened the terms of
trade and subsequently slowed economic growth. The cause of the downturn was more
rooted in Kazakhstan’s heavy reliance on raw materials and its limited, undiversified trade
avenues (Orazgaliyev 2018). This dependence and lack of diversification have made the
economy more vulnerable to global market fluctuations, thus complicating the economic
impacts following WTO accession. In contrast, the nation’s GDP and overall welfare saw a
rise as a direct consequence of WTO accession (Turakulov 2020).

Russia’s trade volumes have expanded, but not as extensively as expected, largely
due to macroeconomic factors and geopolitical tensions. Salnikov et al. (2018) found an
increase in the number of exported products and trading partners, but also highlighted
an increased concentration of Russian exports in energy resources, a trend contrary to the
diversification typically expected from WTO accession.

The conflict between Russian Federation and Ukraine has had significant implications
for not only global trade but also trade with CIS countries. Sanctions imposed since 2014
and expanded in 2022 by Western countries and countermeasures by Russia shifted trade
dynamics and created trade barriers hardly avoided by WTO principles. Russia and Ukraine
are significant exporters of commodities such as energy, crude oil, natural gas, and grains;
heavily dependent trading partners were affected by the disruption. The least developed
countries, which were heavily dependent on Russian and Ukrainian commodities, faced
greater challenges as demand increased; consequently, prices increased and trade policy
interventions in terms of export restrictions worsened the situation even more. These
impacts were felt not only in terms of trade but also in the flow of investment, especially in
CIS countries (Ruta 2022). On the other hand, this disturbance in trading relationships may
be viewed as more of a realignment on a global scale (Farge 2023). While the logistics of
trade became more complex and costly, developed nations were generally able to adapt
through establishing new trading connections and turning to alternative suppliers.

Joining the WTO paves the way to increasing engagement with the global economy,
while commitment to the WTO'’s guidelines facilitates the transition towards a market-
based economy. Through the harmonization of domestic trading policies with international
standards, countries fostered transparent and predictable business landscapes, making
their economies more attractive to foreign investors. Additionally, CIS nations, particularly
those heavily reliant on trade, have initiated efforts to broaden their range of exports and
cultivate relationships with a more diverse set of trading partners. This strategy serves to
mitigate potential risks associated with over-dependence on a single market.

Based on the literature gap and the above-mentioned CIS specificity, the implications
of trade liberalization remain uncertain, and the behavior of CIS countries post-accession is
yet to be determined. They may diversify exports, scale up trade relations, and leverage
trade facilitation to cut production costs. Existing intra-regional trade among CIS countries
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could lay the groundwork for trade expansion beyond the region, with WTO accession
potentially catalyzing export growth and economic development.
In turn, this study investigates the following research questions:

1.  Has WTO membership contributed to an enhancement in trade within the CIS region?
2. Has the CIS countries” accession to the WTO resulted in a trade diversion, either from
the CIS or other countries not in the WTO?

In theory, countries in the WTO have more liberal trade policies, and membership
decreases the cost of transactions. It suggests that the trade environment within the WTO is
more beneficial than trade with non-members. Regarding CIS countries, the CIS region has
already enhanced regionalism through trade cooperation and economic integration. Thus,
CIS countries already have liberal trade policies among members, and WTO membership
might be a step forward in terms of enhanced regionalism and global integration.

Thus, the hypotheses tested to answer the research questions are the following:

Hypothesis 1. WTO membership has enhanced CIS countries’ trade compared to non-WTO
countries.

Hypothesis 2. WTO membership for CIS countries has resulted in a trade diversion from non-WTO
members to WTO members.

3. Methodology

This research is related to empirical studies of trade patterns in the post-Soviet area.
The sample, in detail, explores six CIS member countries enjoying WTO benefits and three
soon-to-be member countries at the negotiation stage.

This study analyzes a panel dataset that combines cross-sectional data and time-series
data and captures both the cross-country differences and the within-country changes over
time with a set of fixed effects to control for unobserved factors. A country pair fixed effect
with time dummies was utilized to control time-varying factors influencing trade between
country pairs. Once the natural causes of trade are considered via augmenting the standard
model with a number of extra variables that affect trade, the research investigates the effect
of membership on bilateral trade via regression.

To analyze the impact of CIS countries’ entry into the WTO on bilateral trade within
and outside the CIS region, this research applies the gravity model in international trade
and follows the model specification outlined in various empirical studies (Rose 2004;
Subramanian and Wei 2007; Tang and Wei 2009; Roy 2011). Incorporating both WTO
and CIS dummy variables into the gravity model, this study analyzes the impact of WTO
membership on intra-regional trade within the CIS and potential trade diversion due to
WTO membership.

Data Collection and Model Specification

The sample for this study consists of 180 countries worldwide, out of which 164 are full
WTO members. At the same time, the remaining countries are classified as non-members,
including those currently in the accession negotiation process. The sample covers the
period from 1990 to 2020. Since the WTO was established in 1995, all countries have a value
of 0 prior to that year. After 1995, countries were assigned a value of 1, indicating WTO
membership, based on their official accession announcement year.

Gravity data are derived from official international institutional sources or academic
researchers’ web pages. The complete dataset is classified into bilateral trade flow variables,
trade facilitation variables, country-specific variables, geographic data, cultural variables,
and macroeconomic indicators. The aggregated bilateral trade flow data are obtained
from the International Monetary Fund’s Direction of Trade Statistics, IMF’s DOTS (In-
ternational Monetary Fund n.d.). In contrast, disaggregated data are sourced from the
United Nations” UN Common Trade webpage (United Nations Comtrade n.d.). Trade
facilitation variables, including GATT/WTO membership, countries” year of accession, and
the existence of RTAs, are collected from the WTO website (WTO | Regional Trade Agree-
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ments n.d.). Country-specific binary variables, such as language, religion, colonial ties, and
other cultural proximity proxies, are acquired from The Centre d’Etudes Prospectives et
d’'Informations Internationales, CEPII (CEPII—Gravity n.d.). Macroeconomic variables like
GDP and population are collected from the World Bank Database (World Bank Open Data
n.d.), while countries’ 3-digit ISO codes and income group classifications are gathered from
World Integrated Trade Solutions (WITS n.d.).

The geographic distance between trading partners was computed using their respec-
tive latitude and longitude coordinates. While manual calculations were performed, minor
discrepancies in the results were found when compared to the CEPII database. To ensure
the validity and reliability of the findings, the CEPII dataset was utilized for this study,
which also incorporates additional bilateral information regarding shared languages and
landlocked or colonial connections.

Furthermore, the study incorporates binary indicators for a country’s membership in
the WTO and the existence of RTAs between trading partners as trade facilitation variables
in the gravity equation. The accession dates for WTO membership were obtained from the
organization’s official website, while information on active RTAs was gathered from the
WTO Regional Trade Agreements Information System (WTO | Regional Trade Agreements
n.d.). Additional variables were constructed to assess the impact of these trade facilitation
measures (EAEU), with their coefficients being of primary interest in the analysis. While
the use of binary indicators provides a straightforward method of incorporating these trade
facilitation measures into the gravity equation, their limitations highlight the complexity of
assessing the impact of trade agreements on bilateral trade flows.

The model specification is as follows:

ln_tradeijT =B +p1In _distle + B2In _GDPl]'T + B3 ln_GDPper_capita,jT + Baln _ared,jr

+PBscontig,ic + Pelang,jr + Prcol_dep,jr + Bglandl,jr + Boislands -
+B1orta_wto,jr + P11 In(oil_pricer) + y1both_wto,jr + yrone_wto,jr
+y3both_cis_wtoljf + y4one_cis_wto,jT + y5both_wto_one_cis,]-T
+yeone_wto_both_cis,jr + &t

where:

In_trade;j;—natural logarithm of bilateral trade between country i and country j at
time ¢;

In_dist,j;—natural logarithm of the distance between country 7 and country j at time ¢;

In _GDP,j;—natural logarithm of the GDPs of countries i and j at time ¢;

In_GDPper_capita,j;—natural logarithm of the GDP per capita of countries i and j at
time ¢;

In _area,j;—natural logarithm of the land area of countries i and j at time ;

contig,j;—binary variable indicating whether two countries share a contiguous border
(0 otherwise);

lang j;—Dbinary variable indicating whether countries share a common official lan-
guage (0 otherwise);

col_dep,jr—binary variable indicating whether two countries had a colonial or depen-
dent relationship (0 otherwise; includes post-Soviet dependency);

landl,;-—binary variable indicating whether both countries are landlocked (0 other-
wise);

islands j;—Dbinary variable indicating whether both countries are an island nation
(0 otherwise);

rta_wto,j;—binary variable indicating whether countries are members of a trade
agreement (0 otherwise);

In(oil_price;)—natural logarithm of the oil price at time £;

Both_wto,jr—Dbinary variable which is unity if both i and j are WTO members at time #;

One_wto,jr—Dbinary variable which is unity if either i or j is a WTO member at time ¢.

The following four binary variables account for the complex interplay between re-
gional affiliation (CIS) and global trade integration (WTO membership) in shaping trade
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patterns, providing a comprehensive framework to test the effects of WITO membership on
trade within the CIS region and whether it has resulted in a trade diversion.

both_cis_wtolﬁ—lf both trading partners are CIS countries and WTO members, this
variable is set to one; otherwise, it is set to 0. This is important in answering the first
research question as it focuses on the effect of WTO membership on intra-CIS trade. If the
coefficient is positive and statistically significant, it suggests that WTO membership has
boosted trade among CIS countries. For instance, a positive coefficient would imply that
country pairs such as Armenia and Kazakhstan, both being CIS and WTO members, have
experienced an increase in trade relative to non-WTO and non-CIS pairs.

both_wto_one_cis [jT—If both countries are WTO members, and one of them is a CIS
country, the variable is set to one, and otherwise it is set to 0. This clarifies the overall
impact of WTO membership on trade involving one CIS country and other WTO members
not in CIS. A positive and statistically significant coefficient suggests that being a WTO
member has enhanced a CIS country’s trade with other WTO members relative to non-WTO
pairs.

one_cis_wto,j;—TIf one trading partner is a CIS country and a WTO member and the
other trading partner is non-CIS and non-WTO, the variable is set to one or otherwise 0.
This variable directly addresses the second research question. A negative and statistically
significant coefficient would imply that WTO membership for a CIS country has led to a
diversion of trade from non-WTO members to other WTO members, signifying a preference
for trading with WTO partners.

one_wto_both_cis jr—If one trading partner is a WTO member among two CIS coun-
tries, the variable is coded 1, and otherwise 0. It captures the potential trade diversion
within the CIS region due to WTO membership. A negative and statistically significant
coefficient would suggest that WTO membership has led to a shift in trade preference away
from non-WTO CIS members.

¢;jy—omitted other variable which influences bilateral trade flow.

4. Results

The results are first presented for CIS as a region before presenting the individual
countries’ results within the CIS. The data were analyzed using a cross-sectional time
series approach, capturing variations between countries and variations over time. Through
including a set of fixed effects, the analysis isolates WTO membership’s impact on the trade
outcomes of CIS countries.

4.1. Interpretation of the Findings: WTO Impact on CIS Countries” Trade

A dummy variable for CIS countries has been included in the model to specifically
identify the effects associated with the region while controlling for the WTO’s impact on all
other countries, referred as both_wto and one_wto.

In Table 1, specification (1) provides regression outcomes using exporter and importer
time fixed effects, which control for unobservable time-specific factors affecting exporting
and importing parties. These factors may include different national or global economic and
political circumstances, such as exchange and interest rates, recession or economic boom,
elections, changes in trade policy, etc., that affect both countries in a given year.

In contrast, specification (2) provides regression outcomes of country pair fixed effects,
which capture unobserved factors that are specific to pairs of countries and consistent over
time. These factors may include connections between pairs that affect trade relationships
such as cultural ties and historical trade patterns, geographical proximity, shared language,
colonial ties, etc. Meanwhile, specification (3) provides regression outcomes using country
pair fixed effects with time dummies, which control the same factors as country pair fixed
effects but allows these dimensions to change over time, such as trade agreements signed
in a specific year.
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Table 1. WTO’s impact on CIS trade: reference group non-WTO members trade, 1990-2020.

@ (V) (3)

In_Trade In_Trade In_Trade
both_wto 0.08 *** 0.143 *** 0.161 ***
(0.013) (0.009) (0.027)
one_wto 0.124 *** —0.006 —0.014
(0.016) (0.01) (0.025)
both_cis_wto 0.34 —0.505 *** —0.5 ***
(0.242) (0.161) (0.162)
both_wto_one_cis 0.041 —0.242 *** —0.212 ***
(0.058) (0.025) (0.025)
one_cis_wto —0.266 ** —0.501 *** —0.455 ***
(0.107) (0.061) (0.063)
both_cis_one_wto —0.018 0.064 0.033
(0.215) (0.131) (0.131)
In_gdp 0.451 *** 0.421 *** 0.625 ***
(0.066) (0.011) (0.014)
In_gdp_per_capita 0.017 0.137 *** 0.014
(0.066) (0.014) (0.015)
In_oil_price 0.083 *** —0.025 ***
(0.009) (0.006)
rta_wto 0.114 *** 0.201 *** 0.274 ***
(0.019) (0.012) (0.012)
eaeu —0.042 0.247 0.325
(0.174) (0.2) 0.2)
Observations 700,565 700,565 700,565

Standard errors are in parentheses. *** p < 0.01, ** p < 0.05.

Specification (1) fails to control for all time-invariant unobservable factors, while
specifications (2) and (3) represent the gold standard, and primary interpretations refer to
coefficients on specification (3).

As depicted in Table 1, it is evident that CIS countries experience statistically significant
negative outcomes: when both CIS trading partners are in the WTO (—0.492 ***), CIS
countries trade with other WTO members (—0.212 ***) and CIS countries trade with non-
WTO members (—0.455 ***). The trade dynamics change when CIS countries that are part
of the WTO engage in trade with non-WTO CIS members (0.094), exhibiting a positive
impact in comparison to trade with non-WTO members. However, these results are not
due to WTO membership. The influence of the EAEU is discernibly positive (0.247 and
0.318), indicating that regional trade tends to be positive.

The results suggest that if both trading partners are CIS and WTO members, their
trade is less compared to when they are non-CIS and non-WTO members. This answers the
first research question and suggests that WTO membership has not boosted trade among
CIS countries. Moreover, if both countries are WTO members, but only one of them is a CIS
country, their trade is also less than that of non-WTO pairs. This implies that being a WTO
member does not necessarily enhance a CIS country’s trade with other WTO members.
Furthermore, if one trading partner is a CIS and WTO member, and the other is a non-CIS
and non-WTO member, their trade is less than that of other country pairs. This addresses
the second research question, implying that WTO membership for a CIS country has led to
a diversion of trade away from non-WTO members. Finally, there is no strong evidence
to suggest that if one of the two CIS countries is a WTO member, there is a shift in trade
preference away from the non-WTO CIS member.

Discussion and Potential Explanations of the Outcomes

These results are somewhat contradictory when compared to the mainstream under-
standing of the effects of WTO membership, which suggests that becoming a WTO member
would increase trade. With respect to its alignment with previous existing research on CIS
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countries, such comprehensive research has not been performed before, and this study
could potentially provide a new perspective on the impact of WTO membership on CIS
trade.

This block of analysis aims to address the complex question of how WTO membership
affected the regions trade characterized by deep historical roots, a dominant political power,
and integration agreements. Linking these findings with a broader theory of regionalism
and multilateralism, and examining them through the lens of either substitutes or com-
plements, the results indicate a strong preference for regionalism over multilateralism.
Political power and the influence of the EAEU have halted EU integration (Falkowski 2017),
showing that regionalism is persistent. The results might reflect a broader pattern where
historical trading paths, political will, and power continue to shape trade policy in the
region. WTO membership does not appear to be either a complement or a substitute for
regional trade in the CIS area.

Interdependence among the CIS nations began to take shape even before the estab-
lishment of the CIS itself. Considering the CIS region as a stronghold of regionalism is
challenging (Olcott et al. 1999; Esengul 2009; Kubicek 2009). Thus, scholars distinguish
between “regionalism” and “new regionalism”. The latter entails more comprehensive
integration encompassing economic, political, and protective dimensions, not only focusing
on free trade policy. Within the CIS region, political leaders have initiated new regionalism,
evidenced by various acts of customs union formation. Such integrations raised concerns
about the recently gained sovereignty of CIS nations (Bohr 2004). The perceived lack of
voice within the CIS spurred countries to seek paths toward multilateralism.

The motivation for this shift to a multilateral system is driven by the desire to reduce
the economic and political power of traditional trading partners (Roberts and Wehrheim
2001). Many CIS countries expressed a willingness to join the WTO ahead of Russia,
seeking to extract concessions from Russia due to restrictive measures and to fortify trade
leverage over other CIS trading partners that remained outside of the WTO (Kubicek 2009).
Consequently, bilateral agreements, rather than plurilateral arrangements, have come to
dominate the CIS region’s trade policies.

Kubicek (2009) identifies the failure of the CIS as an institution. Moreover, in the
international arena, the CIS was a distinct region, characterized by historical interdepen-
dence. The persistent dominance of Russian hegemony over certain states was projected to
give a breath to the economic integration of certain states, as seen in the later formation
of the EAEU. Consequently, the formation of the EAEU marked an advancement in new
regionalism, gaining influence in regional trade.

Scholars debate on the growing number of RTAs and their broad implications, in-
cluding whether they create trade or divert it from non-RTA members (Bhagwati 1992;
Pomfret 2007b, 2021; Baldwin and Seghezza 2010; Powell and Low 2011; Elliott 2018; Bilas
2018). Given the region’s weak comparative advantage in the international arena and its
undiversified export portfolio (Drobot 2016; Hartwell 2016; Falkowski 2017; Macerinskiene
and Sakhanova 2011; Weber and Yang 2011; Mamadiev 2013), the establishment of the
EAEU is seen as a protectionist measure to enhance production and global competitiveness.

Currently, the scope of RTAs extends beyond trade barriers (Rodrik 2018). With the
decreasing central role of the WTO, countries are gravitating towards protectionism, and
members are less willing to liberalize unilaterally (Chase 2003; Gunnella and Quaglietti
2019; Evenett and Fritz 2019). Most of the members call for reforms to the WTO (Caporal
and Gerstel 2018; Kumar and KandZija 2018). In the absence of progress within the WTO,
RTAs have emerged as a viable alternative option (Sutton 2007). While RTAs’ role as a
stumbling block to multilateralism remains underexplored, there are instances of RTAs
serving as a building block for multilateralism (Vitalis 2015). Bilas and Franc (2016) are
more optimistic and posit that regionalism and multilateralism are expected to continue to
coexist.
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4.2. Interpretation of the Findings: WTO’s Impact on Individual Countries’ Trade

In order to investigate the effect of each country’s exports, the CIS region was dis-
aggregated by countries. This was carried out to gain a more detailed understanding of
the impact of individual countries’ trade, which would not have been possible through
simply analyzing the aggregate data of the CIS region. Through disaggregating the CIS
region by countries, this study accounted for the variation in the trade performance of
individual countries within the region and how that variation might affect the overall
relationship between trade and the WTO variable. The same approach has been utilized
for each specific country. During the regression analysis, the study included a unique
identifier, or “dummy variable,” for each country while ensuring a consistent sample
size. Dummy variables of individual countries were established through an interaction
of variables: both_cis_wto, both_wto_one_cis, one_wto_cis, and both_cis_one_wto with
CIS countries, based on whether the country in focus is Russia (RUS), Kazakhstan (KAZ),
Armenia (ARM), Moldova (MDA), Kyrgyzstan (KGZ), or Tajikistan (TJK). Therefore, the
regression analysis was performed via integrating these interactions between countries
and controlling for regional variables, comparing these countries to non-WTO member
countries.

Table 2 presents the regression analysis disaggregated by country (Russia, Kazakhstan,
Tajikistan, Kyrgyzstan, Armenia, and Moldova). This level of disaggregation by country
provides an understanding of trade patterns within WTO and CIS countries. The regression
results are presented only for country pairs and time-fixed effects adhering to gold-standard
controls, accounting for all country-pair-specific time-invariant unobservable factors.

Table 2. WTO'’s impact on individual CIS countries: reference group non-WTO members, 1990-2020.

ARM RUS KGZ MDA KAZ TJK
In_Trade In_Trade In_Trade In_Trade In_Trade In_Trade
both_wto_both_cis 0.871 *** —0.453 —0.267 —0.027 —-0.25 0.389
(0.338) (0.325) (0.374) (0.419) (0.357) (0.412)
both_wto_one_cis  0.442 *** 0.47 *** 0.326 ** 0.291 ** —0.281 **  —1.451 ***
(0.139) (0.102) (0.163) (0.12) (0.128) (0.184)
both_cis_one_wto 0.516 * 0.083 0.121 0.069 0.084 —1.364 ***
(0.291) (0.2) (0.264) (0.356) (0.284) (0.52)
one_wto 0.644 * 0.389 0.39 0.273 —0.92 ** —0.949 **
(0.348) (0.281) (0.296) (0.303) (0.453) (0.47)
EAEU 0.297 ** 0.367 ** 0.356 ** 0.36 **
(0.149) (0.16) (0.153) (0.166)
Observations 700,565 700,565 700,565 700,565 700,565 700,565

Robust standard errors are in parentheses. *** p < 0.01, ** p < 0.05,* p <0.1.

Despite the general negative impact of the WTO on the CIS, a more detailed, disaggre-
gated analysis reveals varied outcomes. WTO membership enhanced trade for Armenia,
both within the region (0.871 ***) as well as with global partners (0.442 ***), while trade
with non-members is also positive both with the region (0.516 *) as well as with other
non-WTO countries (0.644 *). The results are statistically significant and attributable to
WTO membership. The Russian Federation trades with WTO members other than CIS
countries, showing that the country benefits from WTO membership and moves success-
fully from regional trade to global trade (0.47 ***). While trade with CIS countries in the
WTO shows a negative sign (—0.354), this result is not due to WTO membership; EAEU
trade becomes positive and statistically significant (0.367 **). The same conclusion can be
made for Kyrgyzstan and Moldova. While trade with CIS countries in the WTO shows a
negative sign (—0.267 and —0.027), this result is not due to WTO membership; trade with
WTO members other than CIS countries shows results of (0.326 ** and 0.291 **). These
results indicate that WTO membership has a negative impact on Kazakhstan (—0.281 **)
and Tajikistan (—1.451 ***). Kazakhstan, however, demonstrates a negative outcome in
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trade with non-WTO members (—0.126), suggesting that the unfavorable results are not
exclusively tied to WTO membership. Contrarily, Tajikistan exhibits positive trade results
with CIS countries (0.389). Thus, it can be seen that the region’s negative result regarding
WTO membership is mostly weighted to Kazakhstan” and Tajikistan’s experience.

It is important to mention that when the CIS was investigated as a region, the EAEU
coefficient was positive but not statistically significant, while once countries were disag-
gregated, EAEU trade became positive and statistically significant. The difference may be
due to the fact that the trend appears in different groups of data but disappears or reverses
when these groups are combined. When the CIS examined as a whole, the coefficient for
the EAEU was positive but not statistically significant. This could mean that while there
was a general trend towards a positive impact on trade within the EAEU, the impact was
not strong enough to be statistically significant when considering the CIS region as a whole.
However, when countries are disaggregated and analyzed individually, the EAEU’s impact
on trade becomes positive and statistically significant.

The WTO’s different impacts in different countries might be also explained by this
fact. WTO impact varies significantly among individual countries. Some countries benefit
more from membership than others, and these differences can become obscured when
data are aggregated into the CIS. Some countries might be outliers with exceptionally
high or low impacts from the WTO. When data are aggregated, these outliers could have
a significant influence on the overall trend. Moreover, there could be some hidden or
overlooked variables that are affecting trade in individual countries but which cannot be
seen when data are aggregated. For CIS countries, specific industries are prevalent in each
country and affect the impact on trade.

Discussion and Potential Explanations of the Outcomes

A possible explanation for negative results is heterogeneity within the CIS region.
There are significant differences among CIS countries in their economic structures and their
ability to leverage the benefits of WTO membership. These differences could potentially
diminish the positive effects of WTO membership when the CIS is considered as a whole.
Moreover, WTO membership might lead to trade diversion, where trade is diverted to
non-WTO members. While trade with non-CIS members which are not in WTO shows
positive impact (0.033), the results are not statistically significant, and one of the possible
explanations is the establishment of the EAEU. Countries might divert trade from WTO
members and trade more with the EAEU (there are four WTO members, and Belarus is
not in the WTO; the positive coefficient on trade with non-WTO CIS members serves as
potential explanation). The EAEU coefficient shows a positive outcome on trade, and the
possible correlation of the Russian Federation (WTO accession-2012) and Kazakhstan’s
(WTO accession-2015) accession to the WTO with the establishment of the EAEU (estab-
lished in 2015) might be a reason trade was diverted from WTO members. Moreover, while
WTO membership could lead to trade creation through reducing barriers and fostering
more trade with other WTO members, it could also lead to trade destruction through
displacing local industries unable to compete in the global market. These dynamics could
be more pronounced within the CIS region.

Kazakhstan and Tajikistan show a negative trend. The observational periods can
potentially explain such deviations. The observation period for Kazakhstan is only 4 years,
and for Tajikistan, it is 6 years. As WTO membership effects take time to materialize, this
short observation period might not be enough to capture the benefits of WTO accession.
The results are in line with Kalaganova’s 2019 findings, stating that a decrease in trade is a
natural phenomenon in the early stage and that countries need 5-10 years to adjust to a new
trade policy (Kalaganova 2019). Balzhigit and Jun (2018) found a 24% drop in trade surplus
due to increased import and decreased export attributable to a lack of competitiveness
in the global market. Kazakhstan conducts global trade with the same products as it did
without being in the WTO, and WTO membership will not harm or benefit the country,
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because of the EAEU. At the same time, economists see WIT'O membership as a matter of
status rather than economic benefit (Turakulov 2020).

Moreover, regarding economic and production factors, Tajikistan, classified as a lower-
middle-income economy, has a relatively weak production base, which could limit its
ability to immediately benefit from WTO membership. The necessary adjustments to fully
exploit the opportunities from WTO membership might take more time for an economy like
Tajikistan’s. Kazakhstan is in a transitional period following its WTO accession. During this
time, the country is aligning its practices and regulations to WTO standards, which could
temporarily disrupt trade flows. In addition, the results are consistent with Turakulov 2020,
stating that right after accession, Kazakhstan experienced economic recession, and GDP
decreased due to a reliance on raw materials. Kazakhstan’s trade is heavily dependent on
commodities, particularly oil, which accounts for about 80% of its trade. As the country
works to diversify its economy, short-term disruptions in trade may occur. Moreover,
Kazakhstan's trade is also influenced by its membership in the EAEU, which could be
providing more favorable conditions for trade, especially preferential tariffs, thus inclining
the balance away from both WTO and non-WTO members.

Potential expectations for Central Asian countries are that they are more isolated from
significant trading partners. It appears more beneficial for most CIS countries to trade
within the EAEU, where tariffs are more preferential compared to the WTO. In addition,
the political situation with the Russian Federation and sanctions from the EU and the USA
also shape trading opportunities for Central Asian countries. The efficiency of product
transit through Russian territory has been disrupted, causing logistics issues. As a result,
Central Asian countries are currently struggling to meet domestic market demand and are
working on import substitution despite already having a focus on exports.

Observations from other CIS countries such as Kyrgyzstan and Moldova show similar
positive trends in trade development with WTO members. Armenia presents a diversified
trade pattern, which could be an example for other CIS countries aiming to expand their
trade networks. Ultimately, these results emphasize the importance of considering individ-
ual country contexts when assessing the impact of WTO membership on trade. It is clear
that while WTO membership can generally promote trade, this effect is not uniform across
all countries and can be influenced by various factors.

4.3. EAEU and Free Trade Agreements

The formation of the EAEU in 2015 marked a significant milestone in the economic
integration process of the member states—Russian Federation, Kazakhstan, Belarus, Arme-
nia, and the Kyrgyz Republic. Prior to the EAEU, the Customs Union and the Common
Economic Space were formed to facilitate trade and economic cooperation among the three
founding countries. While four of the five EAEU members are already members of the
WTO, Belarus is still negotiating its accession (Eurasian Economic Union n.d.).

Analysis indicates a growing proportion of free trade agreements (FTAs), making
up 40% of all trade agreements, while trade agreements exclusively devoted to service
provision are on a decline, integrating into deeper trade relationships instead. The impact
of FTAs is substantial, boosting trade by nearly 26% for new WTO members. The typical
FTA abolishes import tariffs in most industries, and one advantage of such agreements is
their flexibility, allowing members to uphold independent trade policies. This highlights
the critical role of FTAs in promoting international trade, which makes their adoption
highly recommended (WTO | Regional Trade Agreements n.d.).

Meanwhile, the CIS faces its own set of challenges. Difficulties in signing bilateral FTAs
between individual nations and the EAEU arise due to regulations on the free circulation
of goods across the EAEU member countries. This creates a significant hindrance to the
negotiation and execution of comprehensive agreements offering preferential treatment
to each country, likely leading to protracted delays in signing such agreements. However,
Baena-Rojas and Olarte (2020) state that Russian Federation, Kazakhstan, and Armenia
are among the top ten PTA-granting nations providing unilateral tariff preferences to over
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half the developing nations globally. The authors come to the interesting conclusion that,
even though tariff concessions might be granted through PTAs, developing economies are
more inclined to negotiate and sign FTAs to avoid losing benefits and enhance business
cooperation. One of the recommendations of the authors for developing nations is to
enhance economic indicators to ensure greater reciprocity and to sign FTAs (Baena-Rojas
and Olarte 2020).

Thus, the EAEU established FTAs with Iran, Serbia, and Vietnam. The trade agreement
with Iran, signed in 2018, was a preliminary three-year pact aimed at creating a free trade
area, covering a broad range of goods and services, investments, intellectual property, and
technical barriers to trade. It aimed to gradually reduce and eradicate tariffs. The FTA
with Serbia, signed in October 2019, provides for liberalization in the trade of goods and
services and cooperation in investment, intellectual property, and government procurement
areas. Similarly, the FTA with Vietnam, signed in May 2015, covers a broad spectrum,
including trade in goods and services, investment, intellectual property, and government
procurement, with provisions for reducing and eliminating tariffs.

Although FTAs aim to enhance trade relations, they must adhere to non-discrimination
principles under WTO rules. The Most-Favoured-Nation (MFN) clause mandates that
any benefit granted by one WTO member to another must be extended to all members.
They must also abide by WTO transparency rules, requiring public notification of all
trade agreements, and regulations preventing unfair trade practices. However, FTAs can
sometimes lead to complex overlapping trade rules, raising transaction costs. Hence, the
WTO plays a vital role in ensuring FTAs conform to international trade rules and do not
lead to unfair or discriminatory trade practices. It also provides a mechanism to resolve
disputes arising from the implementation of FTAs.

4.4. Robustness Check

The findings in Table 1 show interesting results with regard to oil price coefficients,
with an inverse relationship of oil price and international trade. When oil price increases,
international trade decreases. For the purpose of a robustness check, the regression model
was tested using oil price’s interaction with distance. Nanovsky (2019) investigates the
role of distance and oil prices in international trade. The main finding of the study is that
when oil prices rise, international trade becomes more localized. This is because high
oil prices increase the cost of transportation, particularly over long distances. Therefore,
when oil prices are high, countries are more likely to trade with nearby nations to save on
shipping costs. Conversely, when oil prices fall, trade becomes more dispersed because it
is cheaper to transport goods over longer distances. One implication of these findings is
that isolated countries (those far from other major economies) are more affected by changes
in oil prices. They benefit more when oil prices decrease (because it becomes cheaper for
them to trade with distant countries), but they also suffer more when oil prices increase.
The geographical remoteness of CIS countries and their extended distances to major trade
partners make regional trade considerations especially pertinent. Therefore, to ensure the
robustness of the analysis, the research incorporated interaction effects into the model. The
results indicate that increases in oil prices actually reduce trade volumes. As a consequence,
regional trade becomes more dominant, and trade among CIS countries tends to be more
localized (Nanovsky 2019).

4.5. Policy Implications

Based on this study’s results, the following policy implications might enhance the
trade development of CIS countries. To fully benefit from a multilateral trading system and
enhance trade in the region, it is crucial for all CIS countries to become members of the
WTO. This is particularly important given that Belarus, despite being part of the EAEU,
is not a WTO member and provides some obstacles in terms of tariff adjustments. The
research by Falkowski in 2017 indicates that the comparative advantages of the Russian
Federation and Kazakhstan are reduced if natural resources are not taken into account.
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Therefore, there is a need to diversify export portfolios and reduce the dependency on
the export of raw materials. Despite the fact that RTAs have faced criticism, their role in
boosting trade is essential, and it is suggested to engage in RTAs that do not discriminate
against other WTO members. Trade strategies should go beyond the regional context
and see the perspectives of trading with other WTO members. Furthermore, fostering
innovation and technology adoption is essential. Investment in research and development,
as well as the incorporation of new technologies in industries with growth potential, could
significantly improve competitiveness and boost the export performance of CIS countries.

5. Conclusions

Despite the fact WTO membership shows a positive outcome for trade, the CIS region’s
results deviate from global implications. To sum up, WTO membership has not boosted
trade within the CIS region. Rather, new regionalism opened by the EAEU’s establishment
plays a significant role in shaping trade dynamics in the region. WTO membership has
not been effective in increasing trade within the CIS bloc, and it does not seem to enhance
trade between CIS countries and other WTO members. Curiously, investigating the CIS
region, the conclusions suggest a diversion of WTO member trade. However, there is not
compelling evidence to suggest a shift in trade preference within the CIS region due to
WTO membership.

However, a closer look reveals different outcomes at the country level. Armenia saw
its trade boosted due to WTO membership, both regionally and globally. Likewise, Russia,
Kyrgyzstan, and Moldova show positive trade with WTO members outside the CIS region,
suggesting they are benefiting from WTO membership and transitioning successfully
from regional to global trade. The overall negative impact on the CIS region from WTO
membership is primarily influenced by the experiences of Kazakhstan and Tajikistan.
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