
The Single Economic Space

History

The Single Economic Space (sometimes denominated “Common Economic Space” or “Common Economic Area”) was born on September 19th, 2003 during a CIS Summit in Yalta. SES is the latest of the initiatives set up within the CIS framework. Up to date, Belarus, Kazakhstan, Russia and Ukraine (“The Four”) are members. Nonetheless, Ukraine introduced during the signing of the agreement a provision saying that the SES must adhere to the Ukrainian constitution and its strategic goal to integrate the European Union. 

Objectives

Through the creation of the SES, the members are pursuing different objectives. Russia and Belarus were aiming at setting up a customs union and a monetary union based on the ruble. Kazakhstan would have supported this idea under the condition that the common currency was not the ruble, but a new currency called “Altyn”. Ukraine rejects the idea of a monetary union, as being contradicting its strategic pro-European objective. Ukraine is thus wishing to limit its participation in the SES to taking part of the free trade area, the only objective considered compatible with its constitution. However, some Ukraine officials do not exclude the participation in a future customs union if the prospects of integration in the European Union are poor. These diverging views of the purpose of the SES are based upon the ambiguous text of the treaty: “The parties understand the SES as an economic Space which unites customs territories of the Parties on which common principle based economic regulatory mechanisms are applied. These principles guarantee free movement of goods, services, capitals and labor force; common foreign trade policy and coordinated taxes, financial and currency policy are applied” (art.1 of the draft agreement) The Article 2 includes special commitments such as the creation of an FTA without exceptions and limitations, the harmonization of the legislation and the macroeconomic policies of the member states. 


The SES will be administered by a single regulatory body which decisions will be obligatory for the member states. Each country will be granted a certain number of votes within this body, according to its economic weight in the SES. 

Achievements and Prospects

Some of the economic integration experiences preceding the creation of the SES have unfortunately been ineffective due to structural problems. Being a very recently created entity, the SES will have to benefit from all past experiences of integration in the region in order to turn be successful. Nonetheless, it might be feared that the multi-speed integration principle included in the agreement, allowing each member state to determine its acceptable level of integration, could block the integration process instead of giving more flexibility to the member states. Another important issue lies in the fact that these four countries have been seeking the entry in the WTO, and it might be objected that this new integration initiative could possibly lower their chances to reach an agreement. The will of the member states to implement effectively the agreement will be critical in regards to the success or the failure of the SES. The experts of the member states estimate to 61 the number of documents necessary to make the SES a reality. The 13 documents necessary to implement the SES Free Trade Zone are expected to be adopted within the first quarter of the year 2005.

Links: 

Website of the Ministry of Foreign Affairs of the Republic of Belarus

www.mfa.gov.by
Website of the President of Belarus 

www.president.gov.by
Website of the Ministry of Foreign Affairs of Kazakhstan

www.mfa.kz
Website of the President of the Kazakhstan

www.president.kz 

Website of the Ministry of Foreign Affairs of the Russian Federation

www.ln.mid.ru 

Website of the President of Russia

www.president.kremlin.ru
Website of the Ministry of Foreign Affairs of Ukraine

www.mfa.gov.ua
Website of the President of Ukraine

www.kmu.gov.ua

