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Year total trade turnover exports imports
2000 251.3 45.1 206.2
2002 273.8 47.9 225.9
2004 362.5 20.6 341.9

IMPORTS/EXPORTS IN MILLIONS USD
MONGOLIAN-RUSSIAN TRADE VOLUME

EXECUTIVE SUMMARY 

Russia’s accession to the WTO commenced in 1995. The Russian Federation is currently 
negotiating with 56 WTO member countries on issues related to tariff and service in trade. 
Since October 1999, Mongolia, within the framework of the WTO, started official negotiations 
with Russia and has concluded seven consultative meetings.  

Within the framework of the WTO, Mongolia discussed several issues related to the 
reduction of tariff and non-tariff barriers and restrictions on goods as well as trade 
liberalization. According to bilateral trade statistics, Mongolia exports to the Russian 
Federation have steadily declined. 

Since 2001, Mongolia exports have decreased twofold, and imports have increased by 1.6. 
From 2002 to 2003, Mongolia’s meat export to Russia has been hampered by an export ban 
on livestock products by the Russian veterinary authority due to the presence of animal 
diseases (e.g., beef, goat, mutton, casings, and wool).  

Research and assessments of the impact on Mongolia’s exports require a comprehensive 
and in-depth investigation of Russia’s trade regimes and, in particular, its extensive use and 
misuse of non-tariff barriers and regulations imposed on imports from Mongolia. 

Mongolia’s compliance with Russian and International food and sanitation standards needs 
to be revised in order to guarantee measures for quality improvement in the meat processing 
industry and better animal health management.  

The Governmental Negotiation Committees’ working group on Mongolian-Russian bilateral 
trade liberalization issues was established in 1999 and has since met five times to discuss 
issues related to non-tariff barriers.    
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1. Study Goals 

• Analyze the current situation of assorted Non-Tariff barriers and regulations imposed by 
the Russian federation on imported goods from Mongolia that inhibit Mongolia’s meat 
export to the Russian federation 

• Provide data and recommendations in formulating a sound trade negotiation strategy in 
the context of the Russian Federation’ s accession to the WTO as well as the conclusion 
of a FTA between both countries: 

- Illustrate the current situation on non-tariff barriers and restrictions which can be 
imposed on imports from Mongolia to Russia in relation to standards on: 

- Goods               - Administrative procedures     - Food safety 
- Health requirements      - Safeguard measures 

- Review the history and logic of current non-tariff barriers and their compliance with 
international standards and WTO rules on non-tariff barriers 

- Estimate the impact of non-tariff barriers on Mongolia’s exports to Russia via 
quantitative or qualitative methods 

- Review of bilateral trade negotiation with the Russian Federation via government 
policy documents, international studies, and trade policy procedures 

- Assessments of the current state of Russian accession negotiations to the WTO, with 
particular emphasis on obligations taken towards ease and reduction of non-tariff 
barriers and trade regulations.  

- Research on border regions of Mongolia and Russia based on the recommendations 
of government officials and academics. 

- Roundtable discussions with representatives from Ulaanbaatar, Darkhan, Selenge and 
Zavkhan aimags (Erdenet, November 2005). 

- Outline of specific non-tariff barriers and restrictions in bilateral trade between 
Mongolia and the Russian Federation: 

• Standards on goods 
• Requirements to health, sanitary and 

phyto-sanitary measures 
• Food safety regulations 

• Quota systems 
• Import licensing 
• Administrative and safeguard  

measures 
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Mongolia Russia
Ulaanbaatar Khyahta

Darkhan Ulan-Ude
Selenge Irkutsk

2. Data Collection and Analysis 

Quantitative information was gathered from more than 100 sources representing government 
offices, SME’s, and traders from the following areas: 

Sources were chosen according to their knowledge relating to research objectives. Relevant 
government publications, statistical reports were analyzed and assembled. 

The Study reviewed Government policy documents on bilateral trade negotiation with the 
Russian Federation as well as review international studies on Russia and its trade policy 
regime. This Study also includes a review of the current state of Russian accession 
negotiations to WTO, with particular emphasis on obligations taken towards ease and 
reduction of non-tariff barriers and trade regulations. Trade-inhibiting measures were 
compared with international practices and standards of other countries’ trade rules.  

3. List of Researched Non-Tariff Barriers and Measures 

Barriers related to standards on goods 
•  Quality of the products  
•  Production’s approach and operation that may impact to the quality of the products 
•  Issuance of a most-favorable nations’ condition to all member countries  
• Issuance of a most-favorable nations’ condition to imported goods and services as 

rendered for domestic goods and services   

Barriers related to sanitary and phyto-sanitary standards 
The requirements on sanitary and restrictions are designed to ensure the safety of people, 
animal, plants and health: 

• Requirements on different sorts of pests, diseases, source of diseases and pathogenic 
organisms

• Requirements on prevention food and processed food products from diseases and 
pathogenic organisms 

• Requirements on prevention from contagious disease in animals, plants and its 
affected products  

Restrictions on goods (quantity and licenses) 
Restrictions on quantity and special permissions relevant to activities engaged in import, 
export, and services of the goods. 

Administrative restrictions 
Special permissions and other restrictions type of local authorities, organizations and 
administrative units that are made compulsory for trade companies. 
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INTRODUCTION

1. The WTO and Russia 

The WTO represents multilateral agreements, norms, and regulations which govern the 
majority of world trade. Negotiations with the Russian Federation on its accession to the 
WTO began in April, 1995. 

A “Working Party on Russia” was created by the General Agreement on Tariffs and Trade 
(GATT) in June of 1993. The party consists of 60 WTO country members which include all 
the trading partners of Russia. The main task of the party is to determine the conformity of 
Russia’s economic policies in relation to the norms and rules of the WTO. 29 sessions of the 
Working Party have taken place since July of 1995. 

Russia, wary of easy access by foreign companies to Russian domestic commodity markets 
and services, is involved in a transition period to secure benefits by means of conformity to 
international legal regulations and protection against the discrimination of Russian exports. 

The current legal basis of Russian ‘customs – tariff’ policies are based on decrees of the 
President of the Russian Federation, decisions of the Government of the Russian Federation 
and legal acts issued by enforcement authorities: 

•  “Decree on Custom Duties" - 21 May, 1993 
•  “Decree on State Regulations of Foreign Trade Activities" - 13 October, 1995, 

The documents define the Order of formation, change, and application of the Russian 
custom duties. 

Import custom duties on goods are based on a three-level structure determined on the 
degree of processing of goods: 

• Raw materials 0-5%   • Semi processed 5 -15%   • Finished articles 15-30% 

Decision No. 190 (28 February, 1995) "Principles of justification of import custom duties" 
determines the maximum rate of the import customs to be at 20%. Since 1 January, 2000 - 
15% on customs cost of the goods (the minimal rate is 5%). 

Russia deems that a reduction of tariff protection in the mid and long-run should be 
compensated with a selective system of protective measures in the form of quantitative 
restrictions and specific duties (e.g., antidumping). 

Non-tariff regulations on foreign trade plays extremely important role in modern trading and 
political systems. Their applications are increasing exponentially. 

Russia utilizes a self-regulating system of preferential treatment aimed at less developed 
countries. The system of preferences, dictated in Article 36 of the Customs Code, is 
periodically reviewed roughly every five years and subject to annual revision by the 
Ministries of Foreign Economic Relations and Foreign Affairs. The preferences include three 
basic elements: 

•  The list of developing countries 
•  The list of the least developing countries 
•  The list of goods to which the preferences are not applicable 

At present there are over 48 nations of Asia, Africa, and Latin America classified as least 
developed countries. 
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2. Mongolian-Russian trade 

Mongolia’s foreign trade was dependent directly from the USSR until 1980. Russia currently 
covers 33.5% of the total imports to Mongolia which include oil products, industrial 
equipment, and consumable goods. The average level of Russian import duties in 2000 was 
approximately 12 %. Through the WTO, Mongolia has conducted 11 official negotiations with 
Russia since 1999. The negotiations focused on: 

     • Reduction of tariff and non-tariff controls     • Free trade 
     • Barriers                           • Limitations and liberalization 

The eighth bipartite talks on tariff and non-tariff issues were held in Geneva in April 2005. 
100 out of 600 potential export goods, with imposed tariff, were specifically discussed. The 
Russian Federation’s initial proposal was 50% higher than the current average tariff. Goods 
of agricultural origin were higher by 100%. Negotiations resulted with an average 13% tariff 
for total goods and a 12% tariff for goods of agricultural origin. A transition period to reach 
the negotiated tariff was set for 2.2 years. 

The Russian Federation pledges to alter its average import tariff after joining the WTO – 
setting the average import tax to 7.5% during the transition period. Indicators would differ for 
industrial and agricultural goods. Import tax on industrial goods would be set at 5%, while tax 
on agricultural goods would remain unchanged. The Russian Federation has also pledged to 
gradually reduce the tax on export goods and nullify export taxation within 4 years after its 
membership to the WTO. Taxation resources such as oil, fuel, electronic goods, iron, and 
colored metal waste will remain unchanged. 

Russia and Mongolia completed bilateral talks on Russia’s accession to WTO and signed 
the official protocol on 5 October, 2005. The signatories were Oskarovich Gref, Minister of 
Economics and Trade of Russia, and Sukhbaataryn Batbold, Minister of Industry and Trade 
of Mongolia. 

Current trade is characterized with positive and negative implications: 

•  Payment and settlement on bilateral trade is conducted through third country banks 
•  To protect its domestic market on meat products, the Russian Federation: 

- Set high import tariffs and import tax on agricultural products 
- Introduced a quota system 
- Established strict veterinary standards 

•  Unfulfilled agreements create disparity in trade relationship between two countries 
•  Meat exports are limited to Siberia thus constraining free price competition 
•  Russian importers purchase via standing orders which leads to late payments. 
• Demand for meat exceeds supplies in Mongolian border regions resulting in price 

increases of at 4 to 7 USD per kilo 
• Oil imports are dependent on costly transportation, Russian export customs tax and a 

monopoly on inspection services of oil products 
- Inspection services are high and lead to increased retails prices 

•  Customs clearance is time consuming and unreasonably burdensome 
• Corruption and bribery among Russian government officials and businesses pose 

another challenge in trade 
- This is especially so for small traders 
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Detailed examples of negative consequences on current trade include: 

• While Russia can potentially export over 60 thousand tons of Mongolian meat products, 
the Buryatmyasprom Company dominates the Mongolian meat quota set by Russia. 
Such exclusivity on the part of Buryatmyasprom obliges Mongolian companies to trade 
meat below international rates. Import duties of 60% levied on excess meat imports is 
extremely high thus adversely affecting the price of the meat for Mongolian companies.  

•  At present, approximately 300 inhabitants of Selenge, Altanbulag and 50 to100 
Russian inhabitants of Khyahta engage in small trade in clothing and food products. 
Individual traders transport goods via Ulan-Ude and Irkutsk. Although, the prices of 
these small goods average 20 to 100USD, customs authorities set strict discriminatory 
trade policies. 

•  Russian Customs inspectors pose difficulties for transit carriage. Cargo may be 
confiscated on slight technicalities involving nonconformity of freight manifests. Such 
unrealistic controls set by the Russian Railway Authorities on the Mongolian railway 
cars adversely affect the railway trade volume. 

The following measures are recommended to reduce tariff and non-tariff barriers: 

•  Increase meat export quotas for Mongolia 
•  Improve health and sanitary standards of Mongolian meat for inclusion in “D” category 
•  Increase exports of value added/processed meat products 
•  Increase export of secondary livestock products 
•  Expanding Mongolian exports of mutton and goat meat 
•  Increase border trade 
•  Implement border projects in mineral resources 
•  Establish EU and the US joint-ventures near border areas with Russia 
•  Eliminate the restrictive barriers for transit carriages through Russia 
•  Exploit the potential of the increasing tourism sector between Russia and Mongolia. 
•  Establish Mongolian Trade Centers in the cities of Ulan Ude and Irkutsk. 

In general, the lack of information exchange between Russia and Mongolia significantly 
restricts uniformity in trade policies on all levels. Improved relations between the chambers 
of commerce, business, and non-governmental organizations will provide the necessary 
transparency to ensure standardized and consistent trade practices. 
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RUSSIA’S ACCESSION TO THE WTO

Vladimir Putin, the President of the Russian federation, declared in 2001 that all actions 
taken in joining the WTO will be done so only within the interests of the Russian national 
economy. Vladimir Putin stated: 

"We shall not agree, under any circumstances, to joining the WTO on non-standard 
conditions.” 

“Non-standard conditions” indicate any attempt to take advantage of potentially 
competitive sectors of the Russian economy not prepared for competition with foreign 
markets - regardless of substantial benefits derived from joining the WTO. 

In 1992, the Russian Federation received the status of observer in the General Agreement 
on Tariffs and Trade (GATT) This status was inherited from the former USSR. In December, 
1994, the Russian Federation submitted an official application for joining the WTO. The 
State Duma approved the legislation in April, 1995. 

The first, "informative" stage of the process of negotiations included a Working Party 
consisting of 60 country members of the WTO (including all trading partners of Russia). The 
main task of the Working Party involved the consideration of economic policy in conformity to 
norms and rules of WTO (see Annex 2).  

The Interdepartmental Commission (formed in 1993 to coordinate activities with the WTO) 
was changed in 1997 into the ‘Commission of the Government of the Russian Federation on 
Issues of the WTO’. Approximately 50 federal ministries, departments, and organizations of 
the Russian Federation are currently involved in the Governmental Commission on the WTO.  

The Ministry of Economic Development and Trade coordinates the activities of the 
Commission. Current negotiations focus on tangible conditions concerning the access of 
foreign goods and services in the Russian market. 

Relevant departments of the Russian Government have prepared more than ten official 
documents and analytical materials. Particular topics covered are: 

•  Systems of internal support to the agricultural sector  
•  Non-tariff regulations on exports and imports of agricultural products  
•  Imports on industrial goods 
•  Systems on customs estimation of imported and exported goods value 
•  Development of Russian legislation in area of external economic regulation 
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1. Advantages and Disadvantages 

The WTO Member countries regularly discuss the danger of allowing easy access for foreign 
companies to Russian domestic commodity markets and services such as: 

•  Markets and services of mobile communication 
•  Banking services 
•  Food industries 
•  Insurance services 
•  Mechanical engineering 
•  Civil aircraft construction 
•  Ferrous metallurgy 
•  Manufacture of aluminum 

Russia currently maintains the ability to achieve a transition period provided the following 
issues are addressed: 

•  Eradication of financing difficulties  
•  Conformity of Russian legislation with international norms 
•  Economy transparency in relation to lower credit risks 

The influence of western banks will strengthen the competition in the market of financial 
services thus facilitating access to cheaper credit resources. 

2. Benefits 

•  Access to the international legal arena 
•  Protection against discrimination of Russian exports by other countries 
•  Access to new markets of services 
•  Formation of rules for international trade 
•  Adaptation of Russian legislation to international norms 
•  Weakened lobbying by industry and regional groups for new laws 

3. Costs 

•  Decreased protection of many manufactures against foreign competition  
•  Decreased budget revenue from import duties 
•  Liberalization of tariffs 

- More attractive import of the goods from abroad 
- Less attraction of investments in the manufacturing sector 

•  The WTO does not guarantee against antidumping measures of Russian goods 
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INTERNATIONAL TARIFF REGULATION IN RELATION TO RUSSIAN POLICIES 

1. Tariff regulation of international trade 

International tariff regulations are based on uniform principles and norms that facilitate the 
process of international trade. The regulations resulted from the activities of: 

•  The World Customs Organization 
•  The European Economic Commission 
•  The United Nations 
•  The World Trade Organization 
•  The United Nations Conference on Trade and Development 

Laws on custom duties and customs codes serve as legislative base for tariff regulation in 
the majority of countries. The customs code, a stable domestic legal document, is not 
subject to international negotiations. However, custom duties are often coordinated by 
international rules and periodically discussed during international negotiations. Such 
negotiations list goods to which tariffs, as well as their structure, level and size of 
export/import duties are applied 

Custom duties maintain a correlation between the level of economic development of a 
country and their rates of import duties in the tariff. A country with a higher level of 
development sustains lower duty rates (i.e., the country has enough competitive industry, 
thus significant protection with the help of duties is not required). The average customs duty 
for Hungary, Austria, and Switzerland is approximately 16.8 to 3% respectively. 

However, rates of duties for luxury goods can be much higher than average goods, and is 
determined solely by fiscal interest of the nation. The average tariff in the EU is less than 4%. 
However, import duties on vodka exceed 20% and caviar is 30%. 

Current tariff regulations maintain a gradual reduction of customs taxation on imports. The 
average level of duties on production of a manufacturing industry is slightly less than 5%. 
Decrease of tariffs will continue in the future. 

There are two classifications of the custom duties: 

Import Tariff: 
• The import tariff forms the basis of any nation's regulation of its foreign trade volume. It 

is applied in more than 100 countries 
• The import tariff increases the cost of goods imported so that competitiveness on the 

target market is limited 
• Manufacturers of the goods protected by import duties, benefit from the expansion of a 

commodity market for their own product 

Export Tariff: 
•  Export tariff is used on natural resources by a limited number of countries 
• Developing countries, which have significant natural resources, use export tariffs to 

maintain lower domestic prices and higher prices in the world market. 
•  Export tariffs are used to increase currency resources of the country 
• However, export tariffs on volume and structure of exports can have negative 

economic consequences 
- Undermining the export potential of a country 
- Infringement on foreign trade volume leading to inflation 
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2. Development of customs and tariff policy of Russia 

The current legal basis of Russian ‘customs – tariff’ policies are based on decrees of the 
Russian Federation and legal acts issued by enforcement authorities: 

•  “Decree on Custom Duties" - 21 May, 1993 
•  “Decree on State Regulations of Foreign Trade Activities" - 13 October, 1995, 

The basic purposes of the Russian custom duties are usually defined as: 

•  Justification of commodity imports 
•  Conditions for the development of national manufacturing and consumption 
•  Protection of Russian markets against an unfair foreign competition 
•  Conditions for integration of Russia in international economic organizations 
•  Structural improvement of the balance of payments 

Import custom duties on goods are based on a three-level structure determined on the 
degree of processing of goods: 

• Raw materials 0-5%   • Semi processed 5 -15%   • Finished articles 15-30% 

The Russian tariff is based on similar principles used in the majority of countries:  

• Escalation Tariff - Increased rates of duties according to degree of processing and 
production

• Effective Tariff - Decreased rates of duties on the goods necessary for the 
development of manufacturing 

Decision No. 190 (28 February, 1995) "Principles of justification of import custom duties" 
determines the maximum rate of the import customs to be at 20%. Since 1 January, 2000 - 
15% on customs cost of the goods (the minimal rate is 5%). 

In order to minimize sudden variations in rates of duties, decision number 1347 of the 
Government of Russia (October, 1997) established greater stability in the tariff system. The 
decision requires that new changes in rates can be decreed only every six months and 
become effective only within 180 days. The total increase of the rates can not exceed more 
than 10% on each decree. 

Rates of duties can be changed to increase the competitiveness of domestic manufacturers 
to export. The following quantitatively determined interrelations are possible: 

• If export goods are increased, rates of import duties on raw material and other inputs 
used for manufacturing are reduced 

• Decrease of rates of the import customs duties on finished goods can be made on the 
basis of trading or political principles 

• Reduction on tariff protection in the mid and long-run should be compensated with a 
selective system of protective measures in the form of quantitative restrictions and 
specific duties (e.g., antidumping) 
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3. Tariff Policies of Russia’s Accession to the WTO 

Russia's accession to the WTO will have a crucial influence on the development of domestic 
custom duties. The important element of membership in the WTO is the list of tariff 
concessions based on the effective tariff protection of the national economy. 

Within the framework of GATT/WTO, the significant part of commodities in relation to custom 
duties receives the status of ‘linked positions’. The specified principle of tariff protection 
separates all commodity positions into three groups: 

1. Manufactured goods which demand effective support on the part of the Government in 
the long-term and goods providing national safety. Linkage of tariffs is excluded for 13 
to15% of all the general/common goods in this group. 

2. Manufactured goods, sensitive to import, which demand support from the Government. 
Linkage of tariffs is necessary to maintain higher rates for about 35% of goods in this 
group.

3.  Manufactured goods not sensitive in relation to imports which require some support on 
the part of the Government. Linkage of tariffs is necessary to maintain current rates for 
about 50% of goods in this group. 

Linkage of tariffs will create a stable and predictable situation in the Russian tariff system for 
both foreign suppliers and Russian importers. It is the important factor for the stimulation of 
trade.

4. Non-Tariff Regulation of International Trade 

Non-tariff tools of regulation of foreign trade play an increasingly important role in current 
trade and political mechanisms. 

It is not clear to what degree non-tariff tools influence the overall course of international trade. 
No quantitative evaluation is available. While tariff regulations are established by legislative 
order, non-tariff restrictions can be entered under the decision of executive and local 
authorities. Experts of UNCTAD concluded that the total amount of non-tariff restrictions 
occupy up to 20% of internal tax measures and approximately 20% of technical norms and 
rules. The USA, Japan, and the EU are the leading users of non-tariff restrictions in 
international trade. 

International practices of non-tariff regulation are applied in a limited number of cases:  

•  Protection of the national economy 
•  Ensuring international safety 
•  Protection of the life and health of populations 
•  Performance of international obligations 
•  Stabilization of the international trading system 
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5. International Legal Systems in the Coordinated Application of Non-Tariff         
  Regulation in International Trade 

The international legal system of regulation of trade within GATT/WTO is based on 
nondiscrimination and market efficiency. The application of non-tariff tools can be 
determined as follows: 

1. Non-tariff regulation is carried out according to the following principles of international law: 

•  Access of the goods on the home market of the importing country 
•  Status of the goods on a home market of the country of the importer 
•  Transparent legal base for non tariff regulation 
•  Freedom of transit 

2. Application of tools of non-tariff regulation is limited through a ban on all forms of 
quantitative restrictions. 

3. Application of tools of non-tariff regulation is limited by international rules through a ban of 
non-tariff regulations comprising probable/latent discriminatory or protectionist attributes 
(e.g. special customs and boundary procedures, use of technical barriers, sanitary 
measures etc.). 

4. Balancing of non-tariff regulation by different Governments is achieved by means of a 
rigidly regulated mechanism for: 

•  The protection of interests of importing parties from unfair trading practice 
• Unexpected changes in the market (antidumping measures, protective measures,

countervailing duties and reciprocal measures etc. – see Annex 3) 
•  Emergency situations in the national industry 
•  Acts of nature and accidents 
•  Necessity of ensuring the safety of population 
•  Observance of native norms and morals 
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6. Russia and the WTO: Agricultural Aspect 

The ‘Agreement on Agriculture’ requires a long transition period to enable members of WTO 
to adapt to new conditions of trade and to neutralize possible negative consequences for 
national agricultural production. It is anticipated that involved countries, including Russia, will 
manage to use the transition period to take advantage of the new features of international 
trade in the interests of national development. Russia will have to contend with possible 
changes in Governmental support of agriculture.  

Integration into the system of international trade in area of agriculture and industry does not 
assure an immediate cancellation of measures of protection. There remains the possibility 
for new members of the WTO to maintain old procedures. Therefore, priority development 
could be provided to those branches for which production is most promising from an 
international point of view. 

The accession to the WTO imposes obligations on Russia concerning the transition from non 
tariff measures of home market protection to that of the tariff regulation. Such a movement 
forward dictates that: 

•  New customs duties are established on diverse kinds of imported food 
•  VAT is reduced for a domestic production 
•  Russia may reduce customs duties from current levels 
• Stabilization and subsequent growth of Russian economy will result in an increase of 

demand for foodstuffs 
•  Low import tariffs further increase the demand for imported products 

The ‘Agreement on Application of Sanitary Measures’ requires new candidates for the WTO 
to maintain transparent legal regulation. 

7. The Agreement on Application of Sanitary Measures 

‘The Agreement’ recognizes that the governments have the right to apply sanitary measures 
only within the limits necessary for the protection of life and health of their people, animals, 
or plants. Individual standards shall not serve as a basis to discrimination. 

To ensure the coordination of sanitary measures, members of WTO are obliged to follow 
international standards. Sanitary measures exceeding international standards can be applied 
if there is a scientific substantiation or if a member of the WTO determines its importance. 
Such determination should be based on a risk assessment to human, animal, or plant life. 
Exporting countries must maintain the same level of public health services as that of the 
importing country. ‘The Agreement’ includes conditions of control and inspection procedures. 

‘The Agreement’ maintains transparency requirements for the regulation of sanitary 
measures, including preliminary publication of appropriate legal acts and the establishment 
of a national information network including procedures of notification. The information 
network should be able to provide answers and appropriate documentations to the inquiries 
of WTO members. “The Agreement” maintains a ‘Committee on Sanitary Measures’ which 
provides a forum for consultations, contacts to other appropriate organizations, and 
supervises the process of international coordination. 
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8. National System of Preferences of the Russian Federation 

Preferences represent an effective economic policy and are used in strengthening 
commodity markets, sources of raw material and capital investment. The system of granting 
preferences is based on the provisions of: 

"Agreements on the Unified Rules Determining an Origin of Goods of Less Developed 
Countries by Granting Tariff Preferences" 

The ‘Agreement’ was signed in 1980 by the governments of Bulgaria, Hungary, Poland, the 
USSR, and Czechoslovakia 

According to Article 34 on Laws on Custom Duties, tariff preference is a privilege which is 
given on conditions of reciprocity concerning goods coming through border customs of the 
Russian Federation. Such tariff preferences may characterize goods as having previously 
paid duties, exempt of duties, decreased rates of the duties, or as part of established tariff 
quotas on preferential imports/exports. 

According to ‘Article 36’, tariff preferences may apply to the following goods: 

•  Goods originating from developing countries 
- Users of the national system of preferences of the Russian Federation. 

    The goods are taxed at a rate of 75% of current rates of custom duties 
•  Goods originating from least developing countries 

- Users of the national system of preferences of the Russian Federation as duty-free 
import

•  Goods originating from countries forming a free trade zone, customs unions, 
   or signed agreements with the Russian Federations intending to create such zones 

Russia utilizes a self-regulating system of preferential treatment aimed at less developed 
countries. The system of preferences, dictated in Article 36 of the Customs Code, is 
periodically reviewed roughly every five years and subject to annual revision by the 
Ministries of Foreign Economic Relations and Foreign Affairs. The preferences include three 
basic elements: 

•  The list of developing countries 
•  The list of the least developing countries 
•  The list of goods to which the preferences are not applicable 

At present there are over 48 nations of Asia, Africa, and Latin America classified as least 
developed countries. According to the decision 1095 (1996) of the Government of the 
Russian Federation from, Bosnia and Herzegovina were added to the list of developing 
countries which are characterized by low income levels per capita and myriad social 
problems.
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Indicator 1990 1995 2000 2001 2002 2003 2004 
Export 517.5 66.8 45.1 44.9 47.9 41.2 20.6 
Import 716.2 202.0 206.2 225.9 237.6 265.4 341.9 
Total good turnover 1233.7 268.8 251.3 270.8 256.6 306.6 362.6 
Balance -198.7 -135.1 -161.0 -181.0 -189.6 -224.2 -321.0 

Year mil USD Exports Imports
2004 362.6 20.6 341.9
2003 306.6
2000 251.3

Mongolian-Russian Trade Volume 

Current differences in export and import volume reveal a distinct trade imbalance with Russia

MONGOLIAN-RUSSIAN TRADE AND CHALLENGES OF NON-TARIFF BARRIERS 

1. Mongolian-Russian Trade Today 

Until 1980, Mongolia’s foreign trade was dependent entirely on the USSR. After the adoption 
of a democratic system and transition to a market economy, Mongolia’s trade with the 
Russian Federation was at 1.23 billion USD (80% of the total foreign trade volume). 
Mongolia’s continued liberalization of commerce resulted in the expansion of foreign trade 
and changes in the export and import system. 

Mongolian-Russian trade 
(mln. USD) 

The trade deficit with Russia has been constantly increasing. Russian exports to Mongolia 
increased by 1.6 while Mongolian exports experienced a two-fold decrease over the past 
four years. Mongolia’s export to Russia totals only 2.4% of the total export. The ratio is 
startling considering that Russia is the principal and foremost trading partner of Mongolia. 

The sudden increase in Russian imports for 2004 is mainly due to the increase of oil prices 
on the international market by 42%. Oil products represent 50% of all Russian imports to 
Mongolia.

Controls set on meat exports to Russia by the Russian Federation Veterinary Organization 
(on the basis of prevalence of severe infectious animal diseases), served as a major factor in 
the decrease of Mongolian export figures. 

The export structure, by countries, year 2004 

China 46.6
Japan 3.8
UK 15.8
Singapore 2.3
Russia 2.4
USA 18.0
Other 10.1

The Import structure, by countries, year 2004 

Russia 33.5

China 25.2

USA 4.6

Germany 3.3
Japan 7.3

Korea 6.0

Other 0.2
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2. Activities Performed Regarding Russia’s Effort to Join the WTO 

The Russian Federation commenced its negotiations to join the WTO in 1995. Negotiations 
on tariff issues were conducted with 58 member countries and service and trade issues were 
conducted with 30 member countries. 

Through the WTO, Mongolia has conducted numerous negotiations with Russia since 1999. 
Issues included the reduction of tariff and non-tariff controls, barriers, limitations, 
liberalization, and freeing of trade.  

The eighth bipartite talks on tariff and non-tariff issues were held in Geneva in April 2005. 
100 out of 600 potential export goods, with imposed tariff, were specifically discussed. The 
Russian Federation’s initial proposal was 50% higher than the current average tariff. Goods 
of agricultural origin were higher by 100%. Negotiations resulted with an average 13% tariff 
for total goods and a 12% tariff for goods of agricultural origin. A transition period to reach 
the negotiated tariff was set for 2.2 years. 

The Russian Federation pledges to alter its average import tariff (setting the average import 
tax to 7.5%) during the transition period after joining the WTO. Indicators would differ for 
industrial and agricultural goods. Import tax on industrial goods would be set at 5%, while tax 
on agricultural goods would remain unchanged. The Russian Federation has also pledged to 
gradually reduce the tax on export goods and nullify export taxation within 4 years after its 
membership to the WTO. Taxation resources such as oil, fuel, electronic goods, iron, and 
colored metal waste will remain unchanged. 

Although the Russian Federation is maintaining the policy to reduce import tariffs gradually, 
the average import tariff has increased by 1 to 1.5% units. The increase is due to large 
imports of meat, and sugar in recent years regardless of unchanged import tariffs. As the 
import of high tariff goods has increased, the average tax indication appears high. 

The Russian Federation, in pledging to abide by all WTO multi-partite agreements, is 
obligated by the Membership Protocol, to standardize its national economy, legal system 
and its regulations in accordance with the WTO principles and norms. 

Russia is also obligated to abide by international standards and regulations of health and 
sanitation controls, and to implement Article 5 of the 1994 General Agreement on Trade and 
Tariffs on free transit. 

Working Party Member countries of the WTO consider the legislature on ‘Russian Customs’ 
to be exploitive of foreign economic activities: 

 Unclear quotas on meat 
 Difficult implementation practices 
 Numerous non-tariff requirements on import goods (e.g., alcohol and medicine) 
 Overly strict sanitary and health standards 
 Heavily subsidizes industries 

Working Party Member countries therefore require Russia to standardize regulations in the 
Russian legislature to comply with norms set by the WTO and, from the time of its 
membership in the World Trade Organization, comply with the standard norms of the WTO 

Russia and Mongolia completed bilateral talks on Russia’s accession to WTO and signed 
the official protocol on 5 October, 2005. The signatories were Oskarovich Gref, Minister of 
Economics and Trade of Russia, and Sukhbaataryn Batbold, Minister of Industry and Trade 
of Mongolia. 
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CHALLENGES FACED BY MONGOLIAN EXPORT COMPANIES 

The “Fact-Finding Analysis on Mongolian-Russian Non-Tariff Barriers and Standards in 
Trade” interviewed: 

 Mongolian businesspeople doing trade with Russia 
 Russian officials of the Ministry of Economic Development 
 Russian Veterinary Department 
 Russian Border and Customs Departments 
 Officials of the Buryat Autonomic Republic and Irkutsk Oblast 

Issues researched included: 
 Non-tariff barriers in trade 
 Methods to overcome non-tariff barriers in trade 
 Means to improve the trade volume in the future 
 Factors that could narrow the trade balance disparities 

Political and economic systems experienced fundamental changes in 1990. Trade between 
Mongolia and Russia had been based in transferable Rubles. Since 1990 the trade has been 
conducted in other convertible currency. Private sectors developed in both countries and 
generated most of the trade. Numerous open or joint stock companies were established. 
Trade between the two countries rose to new levels. All the above changes resulted in 
positive and negative implications: 

 Payment and settlement on bilateral trade is conducted through third country banks 
 To protect its domestic market on meat products, the Russian Federation: 

- Set high import tariffs and import tax on agricultural products 
- Introduced a quota system 
- Established strict veterinary standards 

 Unfulfilled agreements create disparity in trade relationship between two countries 

Weak trade links result from the limited capacity of Mongolia’s major trade partners to 
establish relations as well as make relevant decisions. These partners include the 
municipalities of Siberia, Tuva, and the Buryat Republics. Commercial issues are further 
complicated by numerous permissions and licenses that require approval from Moscow. 
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Tariff method 
Standard customs tax to 

restrict the quantity of export 
goods. 

Non-tariff method 
(economic attributes) 

Restriction on the total quantity 
of export goods 

Non-economic method 
Restrictions on the total 
quantity of export goods 

transported by individuals 

1. Quotas on Meat Exports 

Mongolian livestock products are one of the main resources in increasing Mongolian exports 
to the Russian market. The Russian Federation had customarily imported livestock products 
from Mongolia. During the era of centralized planning, Russia imported over 60 thousand 
tons of Mongolian livestock products annually. Six major meat processing plants were 
established close to border cities such as Ulan-Ude and Irkutsk. Fourteen Mongolian 
factories (maintaining a capacity of 50-60 thousand tons of processed meat annually) 
retained permission to export meat to the Russian Federation. 

Currently, most meat exports are supplied to the Buryatmyasprom Company which 
dominates the Mongolian meat quota set by Russia. This virtual monopoly allows 
Buryatmyasprom to set their own conditions to Mongolian companies and keep the price of 
meat below the international rate.  

Other licensed companies which were interested in importing meat from Mongolia are forced 
to buy within the quota via auction. The Russian Federation set a quota for 430 thousand 
tons of beef in 2005. 15% of this quota (64.0 thousand tons) was purchased through auction. 
This practice adversely affects the price of meat for Mongolian exporters.  

In 2005, 4 companies have obtained licenses to import meat from Mongolia. 3 of them are 
from Buryatia: 
1. Buryatmyasprom           - 2000 tons by quota and 3000 tons from auction 
2. Ivolga Meat Processing Plant   - 500 tons through auction 
3. Sibmeat Company          - 500 tons through auction 

In addition, the following companies obtained permissions to import meat: 
4. Chita Meat Processing Plant   - 1000 tons 
5. Irkutsk Meat Processing Plant   - 2500 tons 
6. Tuva Meat Processing Plant    - 3000 tons 

According to the above figures it is possible to export up to 10-15 thousand tons of beef 
within the 2005 quota.  

The following is the total beef import quota set by the Government of Russian Federation by 
Resolution No.878 for 2005: 

1. EU countries     339.7 thousand tons 
2. USA           17.7 thousand tons 
3. Paraguay          3 thousand tons 
4. Other countries    69.6 thousand tons  

Although the quota for Mongolia covers only 2% of the total quota, the "other countries" 
category covers only 14% of Mongolian meat exports. Conversely, the quota reserved for 
Mongolia is only 0.01% of the total consumption of meat in the Siberian Circuit. 60% of 
import duties levied on excess imported meat are extremely high. The quota set by the 
Russian Federation on restriction for goods to cross through the Russian customs border is 
set via the following methods. 
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2. Territorial Limitation on Meat Exports 

The Russian Federation prohibits the export of Mongolian livestock products beyond the Ural 
area. Only 2 to 3 procurers of meat exist in this region. Free price competition is thus limited. 
Semi-monopolized conditions prevent suppliers from obtaining fair prices. 

This system of exclusion and exclusivity is not addressed in the international legal 
framework of GATT/WTO or other international organizations. The use of such disparities in 
international trade ought to be addressed in the future. 

3. Veterinary and Sanitary Control 

The standards set for imported meat by the Russian Federation Veterinary Control and 
Restrictions Department is particularly strict. The fact that veterinary licenses and 
permissions are granted from Moscow as a centralized authority requires numerous 
procedures which burden importing and exporting companies. 

According to regulations defined by the Russian Federation Veterinarian Organization, 
imported meat is divided into four categories, depending on the possibility of its containing 
diseases related to epizooty and gelmintology: 

“A” category - meat prepared for no less than two hours at 80 degrees of temperature 
“B” category - meat prepared at 75 degrees 
“C” category - meat boiled and smoked and prepared to make sausages according to     
           special technological standards and at certain temperatures 
“D” category - trade unlimited 

The slaughter of livestock in Mongolia is performed during September and October. Russian 
veterinary specialists are required to personally inspect the preparation process to stamp 
their seals of endorsement on the freshly prepared meat. Conversely, the Russian 
Veterinary Organization only grants import licenses in November or December. Once again 
another disparity conflicts with seasonal trade between the two countries. 

Additionally, The Russian Veterinary organization has prohibited mutton imports since 2002 
on the grounds of diseases control. Mongolia considers this an unreasonably long term 
restriction. 

Furthermore, classification in the C category requires specialized preparation which is not 
favorable to the processing of sheep and goat meat.  

Set boundaries of pastures to prevent the spread of livestock disease would ensure that 
Russian sanitary standards are met. However, the Russian Veterinary Organization applies 
a nationwide prohibition thus creating further barriers in the trade of the two countries. 
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Another challenge faced by meat exporters is that Russian importers purchase via standing 
orders which often leads to late payments. Such compensation is often delayed by 2 to 3 
years. Stagnant cash flow cause exporters to lose potential business opportunities. 

Smaller export/import companies often use a barter system – exchanging meat for flour, fuel, 
tea and other goods. Although such transactions begin favorably, the goods received from 
Russia improve their packaging methods while the actual quality of the merchandise within 
decreases significantly in quality. Such increasing fraudulent activities on the part of the 
Russian side are due to a lack of standardized controls. The ‘Zavhan Aimag Meat 
Processing Plant’ suffered a loss of 2,000,000 MNT during such transactions. Hoping to 
recover their loss via legal channels, corruption on the part of Russian officials provided 
negative results. 

Due to high demands for Mongolian meat on the Buryat market, the MakhImpex Company of 
Mongolia invested 230,000USD in the establishment of the first Mongolian Meat Processing 
Plant in the city of Ivolga in December, 2001. Unfortunately, the plant was forced to liquidate 
at a substantial loss due to weak policies on foreign investment, numerous inspections, low 
quotas set on meat imports, and limited authorization from veterinary officials. 

Demand for meat exceeds supplies in Mongolian border regions resulting in price increases 
of at 4 to 7USD per kilo. Due to such disparities between supply and demand, livestock theft 
has increased dramatically along the border regions of the Uvs, Zavhan, and Hovd Aimags. 

4. Requirements of Standards 

Most factories in Mongolia were built according to Russian standards. The Ministry of Trade 
and Industry of Mongolia and the National Committee for Standardizing and Regulation of 
the Russian Federation established an agreement on evaluating the quality of export and 
import goods in 1996. However, recent Russian standards have changed dramatically, and 
co-operation between these two organizations has fallen off. Current Russian standards for 
all export products from Mongolia (e.g., carpets, cashmere, leather, and fur) are very strict.  

As Russia nears accession to the WTO, agreements on amendments between the Ministry 
of Trade and Industry of Mongolia and the National Committee for Standardizing and 
Regulation of the Russian Federation are increasing. The Mongolian-Korean join venture 
“Crown” received two officials from the Russian Department of Standards to obtain 
permission for export of their automobile fuel filters to Russia. 
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CHALLENGES FACED BY MONGOLIAN IMPORTING COMPANIES 

Russia currently covers 33.5% of the total imports to Mongolia which include oil products, 
industrial equipment, and consumable goods. 

Approximately 10 Russian companies export oil products to Mongolia (the majority from 
‘Yukos’ in Angarsk, Irkutsk Oblast). Since the establishment of the Yukos regional office in 
Mongolia, difficulties in the oil import area have been basically resolved. 

Current oil imports are dependent on costly transportation, Russian export customs tax and 
a monopoly on inspection services of oil products. Inspection services are high and lead to 
increased retails prices. Previous inspections were conducted at the laboratory of the 
Mongolian Chamber of Commerce and Industry. The Seibolt Company, in Russia, is now 
supervising this inspection as a condition set by ‘Yukos’. 

The 5th meeting of the Task force to liberalize Mongolian-Russian trade discussed tariff 
relief for the transportation of oil products. Delegates from the Russian Railway Organization 
concluded that it was possible for the Mongolia to submit an official request to the Ministry of 
Transportation and its Tariffs Policy Department stating the names of goods to be relieved of 
tariffs.

The key food product importers of Mongolia import a substantial part of their goods from the 
Russian Federation (100% advance payment is compulsory). Justifications for these 
requirements are set by the foreign trade license granting authority and the customs and 
inspections authorities. Importers must often wait for their goods for 2 to 3 months after 
advancing payments. The service fee of Russian financial organizations is relatively high. 
Transfer of USD from Mongolian to Russian accounts is time consuming. The Russian 
company withdraws the payment in Rubles and waits for a ‘profitable exchange rate’. If the 
payment, due to poor rates falls short by only 5-10 USD, the Russian Customs and Railway 
authorities will delay cargo loading, and charge fines for storage. Goods are often found 
missing or stolen while in storage. Russian goods and transport facilities continue to decline 
in quality: 

 "Mechta" brand stoves, imported from Russia, have been known to explode 
 Russian exporters do not cover damages occurred during transportation 
 Russian railway foreign transportation tariffs are 2.5 times higher than average 
 Train carriage reservation and allocations are centralized 
 Overall duration of transport goods is lengthy 

Corruption and bribery among Russian government officials and businesses pose another 
challenge in trade. In recent years, 100,000 criminal cases involving customs officers have 
been registered. The amount of corruption involved over 20 billion USD. Customs officers 
claim that high tariff rates fail to serve the domestic market, but do succeed in promoting 
corruption. This is especially so for small border traders: 

 While the turnover of goods is low, bribes to officials is high 
 Vehicles belonging to Mongolian traders are often stolen and held for ransom 
 Russian racketeers often extort Mongolian traders for permission to conduct business 
 Numerous documents are required to obtain permission to conduct business activities  
 Rivers that cross or delineate border areas are sometimes diverted for commercial 

use
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CHALLENGES FACED BY INDIVIDUAL TRADERS (ALTANBULAG and SELENGE 
AIMAGS) 

The majority of trade conducted via auto road carriage is made through the Altanbulag-
Khyahta port. This port has less pressure in terms of traffic and flow of goods compared to 
the Russian ports of Zabaikalsk-Manjuur and Dornod ports as well as the Chinese ports of 
Zamiin Uud and Ereen. 

Although traffic and flow of goods is relatively low for the Altanbulag-Khyahta port, the 
customs clearance process remains more complicated and time consuming than the other 
ports mentioned. 

In spite of investments made to enhance its capacity to process 500 vehicles daily, only 10-
20 cars from each side (20-40 cars in total) are effectively managed within 24 hours. While 
the Mongolian customs inspections average 15 minutes, Russian checks average 2 hours 
(an average of 10 minutes for passport inspection and 1.5 hours for customs examination 
and clearance). 

Lengthy inspection procedures on the part of the Russians are often done so for exhibition 
purposes rather than efficiency. Russian intelligence services evaluate a lengthy inspection 
as good. Russian inspection laws prohibit examining more than one vehicle at a time. 
Customs violations discovered for one vehicle require other vehicles to wait. Some recorded 
waiting times have exceeded 3 days. In addition, regardless of travel purposes, 2 copies of 
customs declaration must be completed. 

At present, approximately 300 inhabitants of Selenge, Altanbulag and 50 to100 Russian 
inhabitants of Khyahta engage in small trade in clothing and food products. Individual traders 
transport goods via Ulan-Ude and Irkutsk. Although, the prices of these small goods average 
20 to 100USD, customs authorities set strict discriminatory trade policies:  

 Khyahta traders are exempt of customs tax for any goods less than 50 kilos and 
transported not more than three times per month  

 On a weekly basis, Citizens of Khyahta transporting any personal goods less than 50 
kilos and valued at less than 2,320USD (65,000 Rubles) are exempt of customs tax 

 These rules do not apply to citizens of Mongolia 

The valuation of goods carried across the border, and subsequent tax rates, are extremely 
high for individual traders: 

 Four euros are levied as customs tax for every kilo of goods of indeterminable value. 
Bribery and concealment of goods is common 

 Cargo may be confiscated on slight technicalities involving nonconformity of freight 
manifests
- Some incidents involve the discovery of 4 pairs of jeans hidden under a seat 
- Goods are regularly confiscated if not declared in handbags and other personal 

belongings
- Confiscation of goods results in every 4-5 trips 

Small traders supply 40% of consumable goods for the Russian Federation, and 100% for 
the Buryatia community. This is statistically small when considering that the total turnover of 
goods in this area does not exceed 50,000USD annually. 
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Due to the low socio-economic status of the Russian border areas, the least expensive and 
poorest quality goods are bought from China, Korea, and Hong Kong. The majority of 
consumable goods provided to Siberia are brought from China and Korea through the 
Manjuur-Borz port and transported across 2,300kms to Siberian cities, and onward to 
Central Russia. Rather than using the Manjuur-Borz port, efficient and profitable trade can 
be conducted via Mongolia through Erlian to Khyahta, and to Siberia. 

There are approximately 300 Mongolians currently involved in small trade in the Ulan-Ude 
and Irkutsk markets. The consumable goods originate from Mongolia and China. The small 
trade not only serves as a means to supplement incomes but also achieves the goals of a 
bilingual education for both adults and children. However, acquisition of temporary permits to 
live and work in Russia is difficult.  

Temporary residency permits require numerous time-consuming stages. A number of 
Mongolian traders in Ulan-Ude have registered businesses. Registration requires eight 
separate applications and licenses from relevant authorities. A license to conduct business 
in the Russian Federation requires authorization from the following entities: 

1. Police 
2. Ministry of Labor 
3. Immigration office 
4. State Taxation Department 
5. Department of Labor Standards 
6. Ministry of Social Welfare, and Security 
7. Ministry of Health 
8. National Committee of Price and Standards 

It is not possible to obtain these permissions from single source, involve myriad documents, 
and several weeks or months. Foreigners residing in Russia require several applications and 
a 14-day waiting period just to secure a phone line. Russian citizens incur less exasperating 
procedures. 
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CHALLENGES IN TRANSPORTATION AND TRADE 

Without access to sea ports, Mongolian trade with EU countries is made via transit carriage 
through the Russian Federation. The Russian Federation pledged to implement article 5 of 
the General Agreement on Trade and Tariffs as a member of the WTO. 

Since 1990, some businesses and individuals have used automobiles and cargo vehicles to 
access EU markets via highways through the Russian Federation. Since 2000, vehicles 
crossing the western border of Russia, must deposit 1300USD, the amount to be returned 
provided that an official letter from the Khyahta Port Customs confirms the port of entry as 
Khyahta. The Khyahta Customs, however, do not return the deposit – claiming that the driver 
secured the deposit from the western border port upon returning from the EU. Since the 
eastern and western borders are 6000km apart, it is not possible to realistically make a case 
with the Khyahta Customs. Extortion by Russian Highway Police further complicates the 
situation. Vehicle transit from the European Union countries to Mongolia is no longer a viable 
avenue of trade. 

Railway links between the EU and China via Mongolia and Russia have, in the past, served 
as economically viable trade routes. While water routes require a travel time of 30 to 40 days, 
rail transport takes less than half that time. However, recent trends in official procedures, 
corruption, and theft have caused Mongolian traders to seek water routes as a more secure 
option. Air transport is chosen for more valuable commodities such as cashmere and gold, 
but only if routes through Russia can be avoided. Justification for the avoidance of any and 
all Russian routes is summarized as: 

 Overly strict Russian Customs inspection procedures 
 Cargo may be confiscated on slight technicalities involving nonconformity of freight 

manifests
 Freight manifests are often mislaid, delayed, or do not arrive with the cargo   
 An average of 25 out of 360 containers is impounded 
 Cargo levied with excise tax require a deposit  
 Deposits are not returned if seals are broken or moved during the transit 
 Goods exported to the EU via air are stolen at the Sheremetevo International Airport 

As a result of numerous talks by the bi-partite Government Commission Working Party to 
liberalize trade, deposits on excise tax will be suspended. This decision will facilitate a 
possible return to rail transport. 
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MONGOLIAN-RUSSIAN TRADE: POTENTIAL IMPACT ON THE MONGOLIAN 
ECONOMY 

Due to circumstances of current liberal trading regimes, the greater part of Mongolia’s trade 
can no longer rely on Russia. However, the trading potential with the Russian Federation 
remains favorable for Mongolia's small economy. 

Mongolia aims at restoring a trade balance with Russia. In 2004, the Mongolian-Russian 
trade was valued at 362.6 million USD, (export 20.6 mil in exports, 341.9 mil in imports). 
Mongolia anticipates imports from Russia will not exceed 340 million USD in the future. 

The price of oil products on the world market has a tendency to rise. The world has now 
been so extensively explored that virtually all productive areas, at least in the accessible 
parts of the world, have been identified. The world is not about to run out of oil, but it will 
soon reach its production peak.  

When the world oil market share, held by the OPEC producers in the Middle East, exceeds 
30%, oil prices tend to rise sharply. 

During the “Feasta Conference” in March 2000, Colin Campbell stated in his document 
‘Money, energy and growth - The imminent peak of global oil production’, that: 

Actual curves follow theoretical curves very closely until the early 1970s when the OPEC 
producers gained control of more than 30% of the world market. Taking advantage of their 
situation, OPEC pushed prices up and limiting oil demand. High oil prices can be expected 
to cause world oil demand to stay level until 2010. After 2010, output will fall regardless of 

price because sources will be exhausted
(http://www.feasta.org/documents/feastareview/campbell.htm)
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It is unlikely that the price of oil products imported from Russia will decline (currently 50% of 
Russian imports to Mongolia). Constant levels will reduce the trade deficit with Russia. 

Mongolia could potentially export up to 60 thousand tons of meat. At 1USD per kilo of beef 
(the minimum Mongolian export price) the total export of beef could bring 60 million USD 
alone provided that: 

 Tariff and non tariff barriers imposed on beef exports to Russia are lowered 
 Complicated and bureaucratic veterinary and sanitary controls are minimized 
 Current markets beyond the Ural are extended 
 Markets in the EU are opened 
 Export of meat products are diversified (mutton, lamb, etc) 

At present, approximately 300 inhabitants of Selenge, Altanbulag and 50 to 100 Russian 
inhabitants of Khyahta engage in small trade in clothing and food products. Liberalized cross 
border trade will allow small traders to do business with their Russian counterparts and have 
a positive impact on the livelihoods in border areas 
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RECOMMENDATIONS AND OPPORTUNITIES 

Livestock products will remain a viable Mongolian export to the Russian Federation. In order 
to ensure the highest possible export from Mongolia, it is necessary to take the following 
measures to reduce tariff and non-tariff barriers: 

A. Increase meat export quotas for Mongolia, and set a separate quota (“Other Countries” 
category) at 12-15 thousand tons with yearly increases. 80 to120 USD per ton of 
unessential expense could be saved from every auction, keeping the market stable. 

B. Considering the high quality of Mongolian meat, and Siberian demand for Mongolian 
livestock products, co-operation with Russian Veterinary Services could ensure D 
category classification of Mongolian animal protein. D category classification does not 
require meat to undergo mandatory preparation and makes it possible for direct sale 
without barriers. Meat purchasers and the demand for Mongolian meat would increase; 
raising Mongolian meat prices by 40-50%, thus matching the standard price range of 
Russia’s other meat imports. Additional sheep and goat meat exports would increase 
the total meat export by 2 to 3 times. Modified structures in Mongolian meat exports can 
open further markets in developed countries such as Japan and Korea as well as 
increasing the amount of mutton exports to the Arab countries. 

C. Participation in food product exhibitions in Russia, especially Siberia, should improve 
the quality and variety of meat products, and obtain the necessary certificates, and 
qualifying documents to export Mongolian meat in a semi-processed form. 

D. Due to low production costs and a 25% of import tariff discount, measures to increase 
the export of other livestock products are credible. It is feasible to install small 
production lines in meat preparation factories for the production of these goods.  

E. Possibilities exist for expanding Mongolian mutton and goat exports to the Russian and 
Siberian Military as part of an agreement between the Ministries of Defense in 
accordance with President Putin’s Program for Developing Remote Regions. 

F. Expanding border trade and establishing the “Altanbulag” free trade zone will 
undoubtedly play an important part in developing trade relations. The Altanbulag free 
trade zone could possibly create warehouses and wholesale centers, attracting trade 
volume detoured to China. 

G. Border projects utilizing natural resources such as the silver mine in Asgat, the gold 
mine in Tavt, and the coal mine in Ulaan Ovoo can consolidate immediate and mutually 
beneficial trade opportunities with markets in Buryatia, Chita, and Far Eastern regions of 
Russia dependent on coal imports. 

H. Mongolia is subject to the European Union GSP+ tariff relief program, and discussions 
are underway in the US Congress for tariff relief for export to the United States. In order 
to fully exploit these preferences the establishment of border joint-ventures with Russia 
would enable timber processing as a chief export to the EU countries. Waste metal 
imports to the Darkhan metal reprocessing plant offers yet another viable export. 

I. With the elimination of transit carriage barriers, rail transit via Mongolia to EU countries 
would increase. The railway linking Europe and Asia through Mongolia would shorten 
transit distances by 500 to 800km. The Mongolian Railway is utilizing only 50% of its 
capacity to transport 20 million tons of cargo per year. In addition, a relief of 30-60% is 
granted on transit cargo. As railway transit normalizes and the Altanbulag-Zamiin Uud 
highway is completed in 2007, increased opportunities to expand the import, export, and 
tourist markets will open.  
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J. Oil products and electricity play a considerable role in Mongolia’s imports. Given that the 
Irkutsk province produces cheap electricity and possesses a large supply of natural gas 
is important for Mongolia. Supporting the use of gas and coal in the ger districts of 
Ulaanbaatar holds economic and ecological importance. The customs duty discount 
incentive could be used to promote the import of gas-fuel vehicles. 

K. The tourism sector is a are for economic co-operation between Russia and Mongolia. 
Tourism at Lake Baikal in Russia and Lake Huvsgul in Mongolia has increased 
dramatically. Travel between the two tourist attractions is uncomplicated as it is only 
330kms from Irkutsk on the Baikal to Khankh on Lake Huvsgul. The border crossing is 
located between Monde and Khankh. The crossing is not an international border and 
limits tourist passage. Irkutsk officials maintain that tourism could increase by 2 to 3 
times if the border became international. 

L. The lack of information exchanged between Russia and Mongolia significantly restricts 
uniformity in trade policies on all levels. Improved relations between the chambers of 
commerce, business, and non-governmental organizations will provide the necessary 
transparency to ensure standardized and consistent trade practices as well as establish 
Mongolian Trade Centers in the cities of Ulan-Ude and Irkutsk. 

M. Mongolia has the possibility of joining the Economic Cooperation Zone established by 
member countries of the Commonwealth of Independent States. The member countries 
are striving for a unified trade and tariffs policy and include the Russian Federation, 
Kazakhstan, Byelorussia, and the Ukraine.   
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ANNEX 1. THE WORLD TRADE ORGANIZATION 

The WTO represents multilateral agreements comprising norms and rules which govern the majority 
of world trade of goods and services. 

I. Fundamental Multilateral Agreements on Trade in Goods: 
-  Tariffs and trade (1994) 
-  Agriculture 
-  Application of sanitary measures 
-  Textile products and clothes 
-  Technical barriers in trade 
- Investment measures connected to trade 

( RIMs) 
- Application of Article VI GATT-94 

(Antidumping duty) 

-  Application of Article VII GATT-94 
(Estimation of the goods for customs 
purposes) 

-  Pre-shipping inspection 
-  Rules of an origin 
-  Procedures of import licensing 
-  Subsidy and compensation measures 
-  Extreme protective measures 

II. The general agreement on trade in services (GATS). 
III. The agreement on trading aspects of rights of intellectual property ( RIPS). 
IV. The agreement on rules and procedures regulating the resolution of disputes. 
V. The mechanism of the review of a commercial policy. 
VI. Multilateral agreements (with limited circle of participants, i.e. not obligatory for all  members 

WTO):
-  The agreement on trade in civil air 
-  The agreement on the governmental procurement. 

Structure of the World Trade Organization

• Supreme body of WTO is the Ministerial Conference including representatives of all members 
of WTO. Sessions takes place at least once in two years. 

• Between sessions the General Council (GC) consisting of representative country members,   
convene when deemed necessary 

• The GC is involved in the settlement of disputes and review of commercial policies: 
- The GC manages the: 
- Council on Trade in Goods 
- Council on Trade in Services 

-Council on Trading Aspects of Intellectual 
Property Rights 

• Ministerial Conferences create committees on: 
- Trade and Development 
- Restrictions with a view of maintaining 

the Balance of Payments 

- Budgets and Finance Administrations 
-  Trade and Environment 
-  Regional Trade Agreements 

• Membership in Councils and Committees are open for all members of WTO 
• Ministerial Conference appoints the Director General of WTO 
• The Director General appoints employees of the WTO Secretariat and defines their duties and 

conditions of service according to the positions accepted by the Ministerial Conference 
• As of the beginning of 2005, there were 148 countries acting as full members of WTO 
• New applicants are: 

- Russia 
- Saudi Arabia 

- The Ukraine 
- The majority of CIS countries 

• About 60 international organizations maintain observer status at the WTO 
• The process of joining the WTO is a long and complex procedure 
• 95% of the total volume of current world trade is regulated by rules of the WTO 
• The basic movement in the development of world trade is liberalization and globalization 
• Negotiations within the framework of Uruguay and GATT (1986-1994) have enabled a reduction 

in customs taxation on goods in world trade: 
- Industrially advanced countries     (6.3% to 3.9%) 
- Countries with transition economy   (8.6% to 6.0%) 
- Developing countries           (15.3 % to 12.3%) 
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ANNEX 2. RECORD OF WORKING PARTY ACTIVITIES AND MINISTERIAL 
CONFERENCES 

October, 1996 - 4th Session
• Russian policies on agricultural support 
• Measures on non tariff regulation 
• Customs on goods 

July, 1997 - 6th Session
• Technical barriers on trade (e.g., standards, certification,  

and sanitary measures) 

July, 1998 - 8th Session
• Agriculture issues 
• Subsidizing of manufacturing products (including  

agricultural products) 
• Technical barriers in trade 

December, 1998 - 9th Session
• Government support of the agricultural sector and export 

grants 

October, 1999 and May, 2000 - 10th and 11th Sessions
• Multilateral consultations with member countries 

Spring of 2002 – 14th and 15th Sessions
Review of: 

• The first draft of Russia’s ‘first report’ on accession to the 
WTO  

• All discussion since 1995 
• Russia’s trade regime and its compatibility with the WTO 

rules  
• 200 analytical documents and more than 1,000 laws 

submitted to the WTO Secretariat Since 1995 

December 2002 - 16th session
• Considerations for the second edition of the draft Report 

March-April 2003 – 17th, 18th and 19th sessions 
• Discussions on the second edition of the draft Report 

July, 2003 - 20th session 
• Discussions on the third edition of the draft Report 

- Currency regulation 
- Telecommunications 
- Access to the markets of goods and services 

September 2003 – 5th WTO Ministerial Conference 
          (Cancun, Mexico)

• Summarization of interim results 
• Decisions on further development of multilateral trade  

talks 
• Effects of Russia’s current and long-term interests after 

joining the WTO 
• Russia’s position in world trade after joining the WTO 
• Negotiations with representatives of more than 30  

countries on accession issues 
- Similar meetings were held during the 2003 APEC 

summit in Bangkok 

October, 2003 - 21st session
• Discussion on all the nine updated sections of the draft 

Report 
• Consideration of results on Russian legislation 
• Multilateral consultations: 

- Telecommunications and banking services 
- Tariff quotas 
- Exemptions from the MFN regime on trade in services  

and agriculture 
- Market access to goods and services 

February, 2004 - 22nd session
  • Discussion and approval of: 

- Ten renewed sections of the draft Report        
- Russia’s legislative efforts to adjust its laws to the WTO 

rules and norms 
• Multilateral consultations on new versions of the Russian 

Federation: 
-   - Customs Codes 

- Agriculture and tariff quotas 
- Access to the markets of goods and services 

March 29 - April 2, 2004 - 23rd session 
• Discussion and approval of renewed sections of the draft 

Report  
• Consultations on agriculture and tariff quotas 

June, 2004 - 24th session 
• Discussions concerning thirteen renewed sections of the 

Report 
• Revisions to the draft Report’s third version for 

presentation at the 25th session 

November, 2004 - Multilateral Consultations  
     (Geneva, Switzerland)

• Technical barriers in trade
• Sanitary and phyto-sanitary measures 
• Preparations for the 25th session 

November, 2004 - 25th session
• Consolidation of the third version of the draft Report on 

Russia’s accession to the WTO
• Review and approval of obligations assumed by Russia’s 

accession to the WTO 
• Preparation of additional questions to the Russian 

delegation

February, 2005 - 26th session
• Discussion on additional questions to the Russian 

delegation posed at the 25th session 

April, 2005 - 27th session (Geneva, Switzerland)
  • Issues pertaining to systemic legislative development  

• Refinement of current Russian legislation to meet 
standards of the WTO 

• Trilateral consultations with the EU and the US on 
questions of Russia’s obligations 

• Bilateral talks with Canada, Japan, Switzerland, and 
Mexico concerning access to goods and services 

• Talks and initialing of documents with Japan 
• Completion of protocols on goods and services with 

Turkey were initiated and signed 

June, 2005 - 28th session (Geneva, Switzerland)
•  Bilateral negotiations on conditions of access to the 

markets of goods and services
• Multilateral consultations on agriculture, sanitary and 

phyto-sanitary measures in trade 
• Multilateral discussion on the Working Party’s draft 

Report 
• Russian presentation on legislative activities in the field of 

sanitation and phyto-sanitation  
- Present systems of veterinarian inspectors 
- Future systems of insurance against risks 

24 June 2005 - Ministerial Conference
• Discussions by Oskarovich Gref, Minister of Economics 

and Trade of Russia, on: 
- Russia’s difficulty in a quick transformation to a market 

economy 
- Completion of Russia’s membership agreement before 

2006 

October 2005 - 29th session
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ANNEX 3. DEFINITIONS AND TERMS IN CONTEXT 

1. Special duty 
A Special Duty is a duty which is applied at the introduction of a special protective measure and is 
raised by the customs bodies of the Russian Federation irrespective of the collection of import 
customs.   

A Special Protective Measure is a measure on the restriction of the increased import in a customs 
territory of the Russian Federation which is applied under the decision of the Government of the 
Russian Federation by means of introduction of an import quota or a special duty, including the 
preliminary special duty.

A Preliminary Special Duty is raised before receiving the results of an investigation. The sums from 
the collection of the preliminary special duty are retained by the customs body. Results of the 
investigation, and sums from the collection of the preliminary special duty are listed in the federal 
budget or come back to the payer according to the return order of customs payments. Validity of the 
preliminary special duty should not exceed two hundred days.  

2. Antidumping duty 
The Antidumping duty is a duty which is applied at the introduction of an antidumping measure
and is raised by the customs bodies of the Russian Federation irrespective of the collection of the 
import customs. 

Antidumping Measure is a measure on the counteraction of a dumping import which is applied 
under the decision of the Government of the Russian Federation by means of the introduction of the 
antidumping duty, including the preliminary antidumping duty, or approval of the price obligations 
accepted by the exporter. 

The antidumping measure can be applied to goods being the subject of a dumping import through 
the results of an investigation carried out by the customs body conducting investigations. The 
antidumping measure can be applied if it is established that the import of such goods within the 
customs territory of the Russian Federation: 

 Causes material damage to a branch of the Russian economy 
 Creates a threat of a material damage of a branch of the Russian economy 
 Essentially slows down the creation of a branch of the Russian economy 

Dumping Import is understood as the import of goods below the normal cost of such goods within a 
customs territory of the Russian Federation. 

The material damage of branch of the Russian economy can be expressed as the reduction of 
volume of manufacture of similar goods or its volume of realization in any market of similar goods in 
the Russian Federation causing a negative influence or decrease on: 

 Profitability of the manufacture of such goods       
 Commodity stocks                    
 Level of investments 
 Employment 
 Level of wages 

If information received before end of an investigation, testifies to the presence of a dumping import
and damage to a branch of the Russian economy is caused by it, the Government of the Russian 
Federation, on the basis of the report, will make a decision on the application of an antidumping 
measure by means of the introduction of a preliminary antidumping duty to prevent damage to that 
branch of the Russian economy. 

The decision on the introduction of the preliminary antidumping duty can not be accepted earlier 
than sixty calendar days from the date of the beginning of investigation. The preliminary 
antidumping duty, and deposits accrued by customs body, is brought before the customs legislation 
of the Russian Federation. The sums of the preliminary antidumping duty are not transferred to the 
federal budget before the acceptance and final decision of the results of the investigation.  
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ANNEX 3. Definitions and Terms in Context   (continued)

3. Countervailing duties 
The Countervailing Duty is a duty which is applied at the introduction of compensation measures
and is raised by customs bodies of the Russian Federation irrespective of the collection of the import 
customs.  

A Compensation Measure is a measure to neutralize the influence of the specific grant of the foreign 
state (the union of the foreign states) on a branch of the Russian economy, used under the decision of 
the Government of the Russian Federation, by means of the introduction of a countervailing duty,
including a preliminary countervailing duty, or approval of the obligations accepted by an 
authorized body subsidized by the foreign state (the union of the foreign states) or the exporter. 

Compensation measures can be applied to imported goods associated to the specific grant of a 
foreign state (the union of the foreign states) and if the results of the investigation, which have been 
carried out by the investigating body, establish that the import of such goods within the customs 
territory of the Russian Federation: 

 Causes material damage to a branch of the Russian economy 
 Creates a threat of a material damage of a branch of the Russian economy 
 Essentially slows down the creation of a branch of the Russian economy 

The Specific Grant of the foreign state (the union of the foreign states) is the limited access grant, 
which is given the an existing manufacturer, exporter, union of manufacturers, union of exporters, or 
branch of economy for the stimulation of the export of goods or the replacement of the import of the 
goods.  

If information received before the end of investigation, testifies to the presence of a subsidized import 
and the damage to a branch of the Russian economy is caused by it, the Government of the Russian 
Federation, on the basis of the report, will make a decision on the application of compensation 
measures by means of the introduction of a preliminary countervailing duty for the term of four 
months in order to prevent damage to a branch of the Russian economy. The decision on the 
introduction of a preliminary countervailing duty can not be accepted earlier than sixty calendar 
days from the date of the beginning of investigation. 

The preliminary countervailing duty is brought according to positions of the customs legislation of 
the Russian Federation on the accrued deposits of the customs body. The accrued sums of a 
preliminary countervailing duty are not listed in the federal budget before accepting the results of 
investigation of the final decision on the application of compensation measures. 
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ANNEX 4. VETERINARY AND SANITARY REQUIREMENTS 

Veterinary and sanitary requirements for import of meat and meat products into the Russian 
Federation 

1. Meat and meat products obtained by the slaughtering and processing of healthy animals at meat-
processing factories licensed and operating under the constant control by the central state 
veterinary service of the exporting country. 

2. The animals whose meat is intended for export into the Russian Federation must be subjected to 
pre-slaughter veterinary examination to be carried out by the state veterinary service of the 
exporting country. The meat must be accepted as fit for human consumption. 

3. Carcasses and internal organs for export into the Russian Federation must be subjected to post-
slaughter veterinary-sanitary examination to be carried out by the state veterinary service of the 
exporting country. The meat must be accepted as fit for human consumption. 

4. Carcasses (halves and quarters of carcasses) must have a clear stamp of the state veterinary 
control authorities indicating the name or the number of the meat factory (slaughter house, 
refrigerator) where the animals were slaughtered. A veterinary mark (label) must be attached to 
the packing of dressed meat in such a way as to make the opening of the packing impossible 
without breaking it. 

5. Meat and meat products must be produced by slaughtering healthy animals raised on farms in 
administrative territories not affected with animal diseases such as: 

A. For all Animals: 
 African swine fever 

- if no such disease has been reported in the country for the last 3 years 
 Foot-and-mouth disease 

- if no such disease has been reported in the country for the last 12 months 

B. For Cattle: 
 Spongy encephalopathy of cattle and sheep scrapie 

- if no such diseases have been reported in the country in accordance with the MAB “International 
Veterinary Code” 

 Cattle-plague, contagious pleuropneumonia, vesicular stomatitis, plague of small ruminant 
animals 
- if no such diseases have been reported in the country for the last 12 months 

 Tuberculosis, brucellosis, leucosis 
- if no such diseases have been reported on the territory of the farm for the last 6 months 

 Anthrax, emphysematous carbuncle 
- if no such diseases have been reported on the territory of the farm for the last 20 days 

C. For Sheep and Goats: 
 Spongy encephalopathy of cattle and sheep scrapie 

- if no such diseases have been reported in the country in accordance with the MAB “International 
Veterinary Code” 

 Bluetongue, plague and contagious pleuropneumonia of cattle, plague of small ruminant 
animals 
- if no such diseases have been reported in the country for the last 12 months 

 Adenomatosis, medi-visna, arthritis-encephalitis 
- if no such diseases have been reported on the territory of the farm for the last 3 years 

 Sheep and goat pox 
- if no such diseases have been reported on the territory of the farm for the last 12 months  

 Tuberculosis, brucellosis 
- if no such diseases have been reported on the territory of the farm for the last 6 months 

 Anthrax 
- if no such disease has been reported on the territory of the farm for the last 20 days 

 All carcasses must be examined for trichinosis 
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ANNEX 4. VETERINARY AND SANITARY REQUIREMENTS   (CONTINUED)

6. Beef and mutton must be produced by slaughtering animals that were not fed on fodder of animal 
origin made of ruminant animal tissues and internal organs. 

7. Meat and meat products must be produced by slaughtering animals that have not been fed with 
fodder containing materials made with the help of genetic engineering or from genetically 
modified sources. 

8. It is not allowed to import into the Russian Federation meat and meat products: 

A. Poisoned by various substances or show characteristics (revealed as the result of the post-
slaughter veterinary/sanitary examination) of: 
 Foot-and-mouth disease  
 Leucosis   • Helminthes  
 Sarcosporodiosis  

 Plague  
 Cysticercosis 
 Onhocercosis  

 Anaerobic infections 
 Trichinosis 
 Echinococcosis 

 Tuberculosis 

B. Defrosted during storage 

C. Show signs of spoilage 

D. Maintain an inside muscle temperature (near the bone) higher than minus 8 degrees 
centigrade for frozen meat; and higher than 4 degrees centigrade – for cooled meat 

E. Possess uncharacteristic color, smell, or taste (such as of fish, medicinal drugs, herbs, etc.), 
or with: 
 Remaining internal organs  
 Gadfly larvae  
 Mechanical admixtures 

 Unabated abscesses  
 Removed glands 
 Tissue hemorrhages (extravasations) 

 Cleaned serous capsules 

F. Contain preservatives 

G. Infected with salmonella or other bacterial infection pathogens 

H. Treated with coloring agents, ionizing radiation, or ultra-violet rays 

I. Produced by slaughtering animals affected by natural or synthetic estrogenic, hormone-
containing substances, thyrostatic preparations, antibiotics, pesticides and other medical 
preparations that were administered prior to their slaughtering later than recommended by 
instruction on the use of such preparations. 

9. Microbiologic, chemico-toxicologic, and radiological condition of meat must conform to the 
veterinary and sanitary rules and regulations in effect in the Russian Federation. 

10. Containers and packing material must be disposable and conform to hygienic requirements. 

11. Transport vehicles must be prepared for shipment in accordance with the regulations of the 
exporting country. 

12. Compliance with the requirements specified herein must be confirmed by a veterinary certificate 
signed by the state veterinarian of the exporting country. The certificate must be written in the 
language of the exporting country and in the Russian language. 

13. Meat and meat products can be shipped to the Russian Federation only upon the receipt by the 
importer of the permission of the Veterinary Department of the Ministry of agriculture and food of 
the Russian Federation. 

14. The Veterinary Department of the Ministry of Agriculture and Food of the Russian Federation 
reserves the right to pre-slaughter inspections (examination) (to be carried out by its veterinary 
experts) of animals and to veterinary/sanitary examination of carcasses and internal organs at 
the exporting factory, as well as the right to carry out evaluation testing of meat companies to 
determine whether they qualify for supplying their produce to the Russian Federation. 


