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Abstract

Integration processes in the EAEU area are becoming a subject of keen interest
both from the governments of the member states and from the international
community amid growing global military-political and economic tensions.
Developing new global supply chains provides a unigue opportunity for the
business community of the EAEU member states to offer the world economy
alternative business models of interaction with regional markets. At the same
time, traditional integration problems still remain relevant for the Union: the
uneven development of national economies, the complicated bureaucratic
nature of interagency procedures, differences in legal systems, technical barriers,
low integration in innovation and technology, and others. The article defines
the main essence of the problems associated with the Union interaction that
impede the development of regional business. The article also reveals possible
ways of resolving the most serious restrictions, emphasizing the importance of
cooperation among the EAEU member states in boosting cross-border business.
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TRANSFORMATION OF INITIAL CONDITIONS

Modern Eurasian integration processes are developing amid a global
military-political and economic confrontation when each state, regardless of
membership in certain associations and unions, is forced to navigate between
the interests of major parties in the conflict. At the same time, membership in
the Eurasian Economic Union opens up new development horizons for many
of its members, which, with the efficiently organized legal and economic
processes, can give a powerful impetus to the development of national
economies.

The global sanctions war declared by Western countries against Russia
and the Republic of Belarus has caused a drastic transformation of supply chains
that have been shaping for decades. Such a dramatic disruption of cross-border
business processes, on the one hand, triggered a significant deterioration in the
business environment for most economic entities in the EAEU area, up to the
halted activity of many of them. On the other hand, the opportunity to design
new logistics routes «from scratch» creates unprecedented benefits for new
business projects, especially for the most economically lagging Union members.

However, all the EAEU states still face the threat of sanctions pressure
from Western countries if they are suspected of violating the restrictive
measures imposed against Russia [1]. Under these circumstances it becomes
vital for Armenia, Kazakhstan and Kyrgyzstan not only to arrange the re-export
of finished products and make up for the current temporary deficit on the
Russian market, but also to direct efforts to develop value added and organize
the manufacturing of goods in demand on the Union markets.

The geopolitical aggravation and, at the same time, new emerging
opportunities, on the one hand, make the integration processes development
more relevant, on the other hand, they are reminiscent of those systemic
problems that remain unresolved on the Union agenda.

RELEVANT PROBLEMS OF ECONOMIC INTEGRATION

1. The uneven development of the EAEU economies is the main
problem and phenomenon that has been witnessed in the economic
cooperation among the Union states from the very beginning of its creation
in 2015 [2]. This implies that some countries have a higher level of economic
development and productivity than others. The most developed EAEU country
is Russia, which leads by many economic indicators, such as GDP, industrial
output, labor productivity, etc. At the same time, such countries as Armenia and
Kyrgyzstan have a lower level of economic development and remain in a more
difficult position. The uneven development of the EAEU economies may lead
to unequal distribution of benefits and resources among the member states,
which is likely to cause dependence of some countries on others, and also
create certain difficulties in maintaining the competitiveness of less developed
economies.

2. Differences in legal systems and economic regulation, as well as a
complicated system of bureaucratic procedures in member states, still remain
a relevant problem. This hinders doing business, particularly for those operating
in several countries. Bureaucratic procedures and regulations in different
EAEU countries especially complicate the activity of small and medium-
sized enterprises (SMEs). For instance, procedures for obtaining permits to do
business, compliance with the fiscal law and reporting in line with national
rules bear tangible costs for SMEs. Moreover, a serious constraint for SMEs is the
interaction with tax authorities and quarantine services when moving goods
across borders.
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3. Technical barriers are another significant factor hindering
the business activity in the EAEU. Differences in technical standards and
requirements for product quality, as well as differences in certification systems
in the EAEU member states imply tangible difficulties for business. For instance,
goods manufactured in compliance with the regulation of one country may not
be compatible with the requirements of another country. This generates extra
costs for processing (updating) and certification of goods, which has a negative
impact on profitability of the business.

4.  Low integration in technology and innovation is another factor
hindering the development of the EAEU economies. One of the main problems
associated with technological integration is the difference in national strategies
and approaches to technological development. Apart from that, unlike the
European Union (EU) with numerous joint projects, programs and tools that
promote integration in scientific research and technology, the EAEU still lacks
single integration system for technological integration. Another problem is
insufficient number of businesses participating in innovative projects and
programs. Often companies cannot realize the value of innovations, allocate the
required resources and manage the processes of their development [3].

5. Restrictions on the movement of goods and services: the EAEU has
a number of restrictions on the free movement of goods and services. Some
member states retain national regulations and restrictions on the participation
of foreign companies in a number of economic sectors (for instance, public
procurement), which creates additional obstacles to the development of cross-
border business.

Restrictions on the movement of goods lead to flawed competition and
inadequate pricing policy, which also have a negative impact on economic
development in the region.

6. The underdevelopment of international infrastructure projects
is another problem that hinders the development of the EAEU economies. It
complicates trade between countries and hinders access to the global market.
The lack of international transport links limits the free flow of goods and
services and reduces the effectiveness of accelerating infrastructure integration
and competitiveness of the region on the global market.

7. Finally, the EAEU faces the problem of conflicts between its
members. For instance, in 2019 Russia and Belarus faced serious disagreements
over oil and gas prices, which restricted energy supplies from Russia to Belarus
[4].

Conflicts between the EAEU states may be caused by various reasons, for
instance, trade disputes, market competition, different approaches to solving
economic problems, etc. Conflicts between member states may also result from
different national interests and priorities. For instance, Belarus can protect its
national interests in the production and export of agricultural produce, while
Russia protects its interests in the energy sector and oil and gas industry.

MECHANISMS OF COMPREHENSIVE SOLUTIONS

Despite the complicated nature of the above problems, their full or
partial resolution is a key prerequisite for the implementation of the Union
strategic integration goals. In the light of the foregoing, it seems reasonable to
concentrate the efforts of government heads of the member states using the
mechanisms of the EAEU governing bodies in the following areas.

1. Development of harmonized measures aimed at encouraging a
more even development of member economies. This can be achieved through
the integration of financial and economic infrastructure, support for investment
and technological innovation, as well as through higher levels of labor education
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and qualification throughout the area of the Union.

2. Streamlining the procedure for interaction among the EAEU
member states to optimize bureaucratic barriers in cross-border business [5].

3. Introduction of a single product certification system in all the EAEU
member states. This would reduce the time and cost of obtaining certificates
and entry barriers on another market [6]. Moreover, to eliminate the existing
incompatibility of standards in different states it seems reasonable to coordinate
the EAEU members when developing and adopting new norms and standards
that should be compatible in various sectors of the economy.

4.  Educational programs and business support in innovation. One of
the solutions may be joint projects and programs in various areas of innovation.
Better interaction of innovation centers, single innovation network, the
introduction and improvement of the main internal mechanisms (innovations,
software products, intellectual property management and other elements) can
considerably accelerate the development of economic and innovation potentials
of the EAEU member states, as well as ensure technological independence and
higher competitiveness on the global market [8].

5. A solution to the problem of underdeveloped international
infrastructure projects can be achieved through a series of measures aimed
at strengthening infrastructure capacity and a common logistics system.
In particular, the development of a single transport system will improve the
international infrastructure network and strengthen the attractiveness of the
region as a whole.

REFERENCES

1. Buzulutskaya M.V, Yashkin A.A. Regulation of the EAEU international
business through customs and tariff regulation // International Journal of the
Humanities and Natural Sciences. 2022. N2 6-3 (69). p. 124.

2. Shinkareva O.V., Rakhmonov E.F., Erokhin S.G., Apanasyuk L.A. Risks
of small and medium enterprises when countries join the Eurasian Economic
Union (the EAEU) // Bulletin of the Ekaterininsky Institute. 2022. N24 (60). p. 122.

3. Azhybekov O. Barilenko V.I. Business analysis and its role in
substantiating innovation and investment projects of the EAEU for the purposes
of economic integration. State and trends in the development of science,
technology and innovation. Collection of articles pursuant to the international
scientific-practical conference. Moscow: 2021. FGBUN Institute of Science
Development Problems of the Russian Academy of Sciences. p. 9.

4. Lapidus LV. The role of technological innovations in business
development and digital transformation in the countries of the Eurasian
Economic Union // Public Governance. Electronic Bulletin. 2022. N295. p. 234.

5.  Adamanova Z.O., Gafarova S.S. Key features of the development
of small business in the EAEU countries. Scientific notes of the Crimean
Engineering and Pedagogical University 2022. N2 4(78). p. 21.

6. Sozinova A.A., Meteleva O.A., Kalinin P.A. Dependence of the
innovative economy in the EAEU member states on state regulation of prices
for goods // Economic relations. 2022. No. 4, Vol. 12. p. 744.

7.  Tumyan LV, Rakhmatulina G.G. Development of a favorable
business and investment climate is an important factor in increasing the
competitiveness of the member states of the Eurasian Economic Union //
Eurasian area: economy, law, society. 2023. N211. p. 37.

8. Meshcheryakova O., Dorina E. Assessment of risks and threats of
integration interaction of the countries of the Eurasian Economic Union //
Herald of Polotsk State University. Series D. Economics and Law Sciences. 2022.
N26. p.79.

93



About the author:

Aram |. Afyan - PhD in Economics, Associate Professor of the Department of Economic Policy and Public-Private
Partnership, MGIMO University, 119454, Russia, Moscow, 76 Vernadsky Avenue.

RSCI Author ID: 1090813

spin-Kopf: 7472-2915

Conflict of interest: the author declares no conflict of interest.
Funding: the study was not sponsored.

For references: Aram |. Afyan (2023). Market environment related issues of business development in the EAEU states
2(4), pp. 90 - 94

Submitted for publication: 6 June 2023 Accepted for publication: 27 June 2023

94



