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The BSEC region has experienced significant macroeconomic, political,  

institutional and regulatory reforms in the last decade, with the effect of  

dramatically altering the business environment in which firms operate and 

creating an enabling framework for fostering foreign investment in emerging 

manufacturing and service sectors.  

 

The Member States of the Black Sea Economic Cooperation (BSEC) are diverse 

in terms of population size, economic power, production and export structures,  

as well as the depth and breadth of trade and investment policies. The 

performance of trade is equally disparate, with Russia, Turkey and Greece 

dominating trade flows, owing in particular to their economic size since they 

account for over four fifths of the GDP of BSEC, but also due to the 

diversification of their production base. Member States remain predominantly  

entrenched in merchandise trade. Total trade in goods represents between 33 

percent (Greece) and 120 percent of GDP (Moldova), while total trade in 

services represents between 8 percent of GDP (Russia) and 30 percent of GDP 

(Moldova). Thus the outward orientation varies between countries though all  

countries trade more in goods than services. 

 

The study on trade and investment potential for the BSEC is a quantitative  

analysis of trade and investment flows amongst Member States, and identifies a  

number of sectors in which trade between Member States is underperforming 

according to the estimated potentials. The study draws on a number of trade 

indicators which are used to calculate trade complementarity in intra and inter  

industry trade, as well as more classical theoretical economic models to identify  

underperformance of trade. 

 

 

The study identifies The study identifies The study identifies The study identifies 
a number of a number of a number of a number of 
sectors in which sectors in which sectors in which sectors in which 
trade trade trade trade between between between between 
Member States is Member States is Member States is Member States is 
underperforming underperforming underperforming underperforming     
 



 

  8/139 
 

 

 

 

According to the indicators computed in the study, the highest levels of trade 

complementarity exist between Azerbaijan (exporter) and Ukraine (importer),  

Greece (exporter) and Bulgaria (importer), Romania (exporter) and Ukraine 

(importer), Russia (exporter) and Romania (importer) and Ukraine (importer),  

and Ukraine (exporter) and Russia (importer).  The level of intra-industry intra-

regional trade for Bulgaria, Romania, Greece, Russia and Turkey is relatively  

high, whereas it is very low for Albania, Armenia, Azerbaijan, Serbia and 

Montenegro, and Ukraine.  

 

Using an econometric model for estimating bilateral untapped potential, a  

number of key sectors which present opportunities for intra-regional trade 

appear to be under exploited. The econometric model, referred to as a gravity  

equation, estimates the value of expected bilateral trade based on the size of 

these economies, the tariff rate applied between them, the proximity of their  

markets, their cultural ties, etc. The sectors identified as having a high potential  

based on this model are the textiles, clothing and leather sector, food and 

beverages, metal products, agricultural products and machinery and equipment 

(see table below). Using the same simulation model, those countries which are  

estimated to have the highest untapped trade potential are Romania, Ukraine,  

Greece, Serbia and Montenegro, Russia, Turkey and Bulgaria.  
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For BSEC as a For BSEC as a For BSEC as a For BSEC as a 
whole, the whole, the whole, the whole, the 
indicative trade indicative trade indicative trade indicative trade 
potential is at potential is at potential is at potential is at 
US$96 billionUS$96 billionUS$96 billionUS$96 billion 

 

 

 Exporting countries 

 Sectors ALB ARM AZE BGR GEO GRC MDA ROM RUS SEM TUR UKR 

Agriculture and 
hunting 

�  �� � �� �� � ����   � �� ���

� 

Forestry and 
Fishing 

     ���  � ���  ��� � 

Food and 
beverages 

� 
���

� �� � ��� ��� ��� �� �� ����  ��� � 

Machinery and 
equipment 

� � � � � � � ����  �� ��  �� 

Electrical and 
electronic 
equipment 

� �  �  � � ����  � � � � 

Precision 
instruments 

   �  �� � �� �� � � �� 

Motor vehicles & 
other trans 
equip. 

  � � � �� � ����  �� � � �� 

Other 
manufacturing 

 
���

�  ��  �  ��� � ��  �� 

Recycling � �  �� � � � � � � � � 

Textiles, clothing 

and leather 
���

� 
��� � ��� � ��� ����  ����  ��� ��� �� ���

� 

Wood and wood 
products 

�   � � � �� ����  � � � �� 

Publishing, print. 
& recorded 
media 

  � �  �  �� �� �� � �� 

Chemicals and 
chemical 
products 

� � �  � � � �� � � � � 

Rubber and 
plastic products 

���   � � ��  ����  � � � � 

Non-metallic 
mineral products 

 �  �� � �� �� ����  � � � �� 

Metal and metal 
products 

 ��� ��� �� � � � ��� �� ����  ���  

Note: Untapped export potential to up to 2 countries (�); up to 4 countries (��);up to 6 countries (���); over 6 
countries (����); Source: ITC TradeSim, 2006 

 

Applying a static trade flow analysis approach to estimate intra-regional trade 

potential (by matching the exports of one member state with the imports of the 

rest of the region), the study identified trade potential between each country  

and the rest of BSEC Member States at a very detailed product specific level.  

The study thus estimated that for BSEC as a whole, the indicative trade potential  

is at US$96 billion, with a number of products at only around half their  
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potential. At an individual country level, the estimated indicative export  

potential is given in the table below (expressed in US$ millions)1. 

 

     
Indicative Indicative Indicative Indicative 
Trade Trade Trade Trade 

PotentialPotentialPotentialPotential    

Current Current Current Current 
Country Country Country Country 
eeeexports to xports to xports to xports to 
BSECBSECBSECBSEC    

Current Current Current Current 
Country Country Country Country 
exports to exports to exports to exports to 
WorldWorldWorldWorld    

Current BSEC Current BSEC Current BSEC Current BSEC 
imports from imports from imports from imports from 

WorldWorldWorldWorld    

Albania 613 86 662 385,169 

Armenia 674 166 937 386,112 

 Azerbaijan 4,326 1,121 4,347 383,592 

Bulgaria 10,733 2,970 11,699 369,675 

Georgia 861 499 866 385,312 

Greece 14,728 3,362 17,418 332,923 

Moldova 1,067 608 1,091 385,510 

Romania 23,094 4,418 27,479 348,057 

Russia 84,693 25,430 241,244 289,227 

Serbia & Montenegro 4,545 1,466 4,703 378,571 

Turkey 45,662 8,300 73,028 273,774 

Ukraine 27,097 11,952 34,228 351,681 

Source: Author’s calculations based on UNSD Comtrade Database, using 2005 data 

 

The products which displayed the highest indicative trade potential are textiles,  

clothing, leather, agro-processing, beverages, wood, rubber, paper and printer  

material, agricultural and metal products2. Specific products were identified in  

the study in each of the product clusters and can be found in section II.2. The 

level of tariffs applied by countries across the region with the rest of the world 

are relatively high, so that lower tariffs between members of BSEC are expected 

to lead to substantial trade creation amongst member states.  

 

The study also focused on trade in services, which have performed far better for  

many member countries than the world trends. Moreover Greece, Turkey and 

Ukraine export more services than they import. Based on an assessment of the 

                                                                 
1The value of the indicative trade potential differs between the sum of countries and the region since the 
regional potential has been calculated using the aggregate figures of all 12 Member States rather than 
adding the individual potential of each country. 
2 Energy products and motor vehicles also recorded a high indicative trade potential but are outside the 
scope of this study since they refer to larger multinational trade. 

The products The products The products The products 
which displayed which displayed which displayed which displayed 
the highest the highest the highest the highest 
indicative trade indicative trade indicative trade indicative trade 
potential are potential are potential are potential are 
textiles, clothing, textiles, clothing, textiles, clothing, textiles, clothing, 
leather, agroleather, agroleather, agroleather, agro----
processing, processing, processing, processing, 
beverages, wood, beverages, wood, beverages, wood, beverages, wood, 
rubbrubbrubbrubber, paper er, paper er, paper er, paper 
and printer and printer and printer and printer 
material, material, material, material, 
agricultural and agricultural and agricultural and agricultural and 
metal productsmetal productsmetal productsmetal products 
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level of competitiveness, the indicative trade potential and the commitments  

made by BSEC countries in the WTO to liberalise trade in services, the study 

proposes a number of service sectors which presents opportunities for intra-

BSEC trade promotion.In this regard, travel services    have the highest potential  

for intra-regional growth in the region. Export of travel services in the region 

have generally outperformed the world market and commitments made by the 

WTO members of BSEC suggest that in the area of Market Access, there are  

relatively few limitations in cross border supply (mode 1), consumption abroad 

(mode 2) and commercial presence (mode 3) — see table below for an example  

of different modes of supply. Countries have also made commitments to 

predominantly not discriminate against service suppliers from abroad (national  

treatment principle) in modes 1-3. Overall travel services present large  

opportunities for intra-regional trade promotion. 

 

Definition and examples of modes of supply for exporting servicesDefinition and examples of modes of supply for exporting servicesDefinition and examples of modes of supply for exporting servicesDefinition and examples of modes of supply for exporting services    

ModeModeModeMode    Scope of coverage of modeScope of coverage of modeScope of coverage of modeScope of coverage of mode    

1 
Cross-border supply which does not require a physical movement from supplier to 

consumer (e.g. consultancy services, distance learning, etc.) 

2 
Movement of the consumer to the country of the supplier 

(e.g. tourism, education abroad or attending health care abroad) 

3 

Services provided to the consumers of a foreign country through commercial 

presence 

(e.g. hotel or bank establishing abroad) 

4 
Services provided through the temporary movement of natural persons 

(e.g. consultant or health worker) 

Source: WTO (2006) The General Agreement on Trade in Services: An introduction”, Geneva, March 

 

The second largest intra-regional trade potential was identified as being in 

transportation services. Exports of transportation services have outperformed the 

world market for many countries. Market Access in modes 2 and 3 is virtually  

entirely liberalised. However, in mode 1, all countries apply a number of 

restrictions for around half the subsectors. Typically, all countries apply  

Travel services Travel services Travel services Travel services 
have the highest have the highest have the highest have the highest 
potential for potential for potential for potential for     
intraintraintraintra----regional regional regional regional 
growth growth growth growth in thein thein thein the    
regionregionregionregion    

11/139 
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restrictions on the temporary movement of natural persons (mode 4). Overall  

transportation services present some important opportunities for intra-regional 

trade promotion, but significant restrictions and impediments to trade apply  

which need to be addressed in order to fully benefit from the regional market. 

 

Other commercial services (which exclude construction, personal/cultural,  

financial, insurance, royalties and computer services) have a large potential for  

the region. All WTO members of BSEC have liberalised other business services  

in mode 2 and most of the subsectors in mode 3. Moreover, with the exception 

of Greece and Turkey most of the subsectors have been liberalised in mode 1. 

Most countries have unbound restrictions for mode 4 supply. For National 

Treatment, few restrictions exist in modes 1-3. Albania, Romania and Turkey 

have few restrictions in mode 4, while Armenia, Georgia and Greece have 

unbound limitations for mode 4. Overall, it appears that other business services  

presents a high intra-regional trade potential since the sector is extremely  

dynamic in the region and restrictions are relatively limited for market access  

and national treatment.  

Other significant trade potential exists for computer and information services.   

Computer and information services have been performing far better than world 

trends for all countries in the region for both imports and exports (except for  

Russia for imports). Moreover most countries have no limitations on market  

access or national treatment for communication services, except in mode 4.  

Distribution services have few restrictions on market access and national  

treatment in modes 1-3 and thus indicate an important channel for cross-border  

trade in these modes of supply (mode 4 remains unbound for Armenia, Georgia  

and Greece, and partly unbound for Romania and Turkey).  The chart below 

illustrates the breakdown of potential according to the different service sectors  

covered by this study. 

 

 

significant trade significant trade significant trade significant trade 
potential exists for potential exists for potential exists for potential exists for 
computer and computer and computer and computer and 
information information information information 
servicesservicesservicesservices 
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Indicative potential for trade in services in BSEC(sectoral share of total trade potential) 

 
Source: Authors’ calculations based on 2005 statistics from ITC, WTO, IMF 

 

Finally the study identifies a number of sectors which present opportunities for 

foreign direct investment in the BSEC region. The methodology employed is to 

identify bottlenecks to investment in the policy environment and analyse the 

level of FDI inflows, the FDI inward stock and foreign affiliates activities. The 

table below highlights the relatively low level of FDI in BSEC countries.  

Investment inflows and outflows in BSEC Countries (2005) 

 

Inflow  

 ($Mio) 

Per capita 

in US$ 

Inward stock  

($ Mio) 

Outflow  

($Mio) 

Per capita 

in US$ 

Outward 

stock  ($ 

Mio) 

Albania 260 83 1,680 82

Armenia 155 51 1,024 7 2 32

Azerbaijan 1,392 170 13,876 1,221 146 3,686

Bulgaria 2,224 287 9,173 316 41 127

Georgia 450 101 2,320 - 90 -20

Greece 662 60 22,455 46 4 12,339

Moldova 225 54 1,129 0 0 28.1

Romania 6,437 297 25,918 - 13 -1 242

Russia 13,072 91 20,351 13,126 92 120,417

Turkey 8,546 118 63,285 1,086 15 8,315

Ukraine 1,497 32 8,364 275 6 466

Serbia and Montenegro 1,481 181 5,428 5 1

Source: ITC Investment Map, 2007 

TTTThe study identifies he study identifies he study identifies he study identifies 
a number ofa number ofa number ofa number of    
sectors which sectors which sectors which sectors which 
present present present present 
opportunities for opportunities for opportunities for opportunities for 
foreign direct foreign direct foreign direct foreign direct 
investment in the investment in the investment in the investment in the 
BSEC regionBSEC regionBSEC regionBSEC region 
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The study then proceeds to select sectors already identified previously as having 

a high intra-regional trade potential for the manufacturing sector. For  

investment opportunities in the services sector, the study takes into account 

commitments made by countries in the WTO GATS Agreement in market  

access and national treatment with regard to establishing a foreign commercial  

presence in their country.  The dynamism of the sector in the region, as well as  

the size of current service trade flows is also taken into account. The 

manufacturing sectors of textiles and clothing, food and beverages, metal  

products and wood products are identified as having a high investment 

potential.  The service sectors of travel, distribution, communication,  

environment, education, health, recreational, cultural and personal, and other  

commercial services have a high indicative investment potential. Nonetheless,  

Turkey, Greece and Romania have certain limitations in establishing a foreign 

presence in their territory in subsectors of these services. 

The study has identified a number of key strategic sectors for intra regional trade 

and investment promotion based on quantitative tools. The results need to be 

further refined with enterprise surveys and on the ground evaluation of the 

conditions for trade and investment. The use of buyers and sellers meetings,  

trade forums and improved communication of trade and investment conditions 

will be important channels through which to exploit more fully the untapped 

trade and investment potential of the Black Sea Economic Cooperation. 

I.BSEC EcI.BSEC EcI.BSEC EcI.BSEC Economic Performance and Trade Cooperationonomic Performance and Trade Cooperationonomic Performance and Trade Cooperationonomic Performance and Trade Cooperation    

I.1. Trade and Investment ContextI.1. Trade and Investment ContextI.1. Trade and Investment ContextI.1. Trade and Investment Context    

The BSEC represents a huge market of some 350 million people with a foreign 

trade capacity of over US$ 300 billion annually, an area of nearly 20 million 

square kilometres and rich in natural resources, and one of the European 

Union’s major energy supplier. Owing to its geographical location, the markets  

in the region could quite easily be integrated to the important markets of  

Europe, Central Asia and/or the Middle East. The BSEC region is a sizeable 

The manufacturing The manufacturing The manufacturing The manufacturing 
sectors of textiles sectors of textiles sectors of textiles sectors of textiles 
and clothing, food and clothing, food and clothing, food and clothing, food 
and beverages, and beverages, and beverages, and beverages, 
metal products and metal products and metal products and metal products and 
wood products are wood products are wood products are wood products are 
identified as identified as identified as identified as 
having a high having a high having a high having a high 
investment investment investment investment 
potential.  The potential.  The potential.  The potential.  The 
serviserviserviservice sectors of ce sectors of ce sectors of ce sectors of 
travel, distribution, travel, distribution, travel, distribution, travel, distribution, 
communication, communication, communication, communication, 
environment, environment, environment, environment, 
education, health, education, health, education, health, education, health, 
recreational, recreational, recreational, recreational, 
cultural and cultural and cultural and cultural and 
personal, and opersonal, and opersonal, and opersonal, and other ther ther ther 
commercial commercial commercial commercial 
services have a services have a services have a services have a 
high indicative high indicative high indicative high indicative 
investment investment investment investment 
potentialpotentialpotentialpotential 

The BSEC The BSEC The BSEC The BSEC 
represents a huge represents a huge represents a huge represents a huge 
market of some market of some market of some market of some 
350 million 350 million 350 million 350 million 
people people people people with a with a with a with a 
foreign trade foreign trade foreign trade foreign trade 
capacity of over capacity of over capacity of over capacity of over 
US$ 300 billion US$ 300 billion US$ 300 billion US$ 300 billion 
annuallyannuallyannuallyannually 
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market by any criteria, and as such, is an attractive destination for both trade 

and investment in several obvious areas such as transportation,  

communications, energy and tourism. 

The most populous country in BSEC is the Russian Federation with 143 million 

inhabitants, followed by Turkey (73 million) and Ukraine (47 million). The 

populations of the BSEC countries add up to 350 million, which is around three 

quarters of the size of the population of the European Union (460 million) but 

significantly larger than the USA (297 million). In terms of land area, the 

Russian Federation accounts for the largest surface area (17.1 million square  

kilometres), followed by Turkey (0.8 million square kilometres) and Ukraine 

(0.6 million square kilometres). However most of the surface area in Russia is  

not arable, in comparison to Turkey and Ukraine which have higher relative  

shares of arable land. 

 

The size of the BSEC market is significant, at around US$ 1.6 trillion in 2005. 

However, there are major disparities in the size of economies across the region.  

Three countries, Greece, the Russian Federation and Turkey, alone constitute 

83 % of BSEC’s GDP. On the other hand, five countries contribute less than 1% 

of BSEC’s GDP (Albania, Armenia, Azerbaijan, Georgia and Moldova). The 

estimated growth rate in 2006 for the region is high, with the highest annual 

growth rate of GDP originating in Azerbaijan (25 %). Armenia is estimated to 

have recorded 8.5% growth in 2006, followed by Georgia with 7.5%. The 

lowest economic growth has been recorded for Moldova (3.5%)3. Figure 1  

highlights some of the basic macroeconomic indicators of the region and 

illustrates the great diversity of economies in the region, both in terms of GDP 

and in current account performance. 

Price stability has generally been maintained in the region, although three 

countries still face double digit inflation rates: Moldova, Serbia and the Russian 

                                                                 
3 EBRD Statistics 

The size of the The size of the The size of the The size of the     
BSEC market is BSEC market is BSEC market is BSEC market is 
significant, at significant, at significant, at significant, at     
around US$ 1.6 around US$ 1.6 around US$ 1.6 around US$ 1.6 
trillion in 2005trillion in 2005trillion in 2005trillion in 2005 
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Federation (13%, 13% and 10% respectively in 2006). Azerbaijan and the 

Ukraine have experienced an 8% increase in their consumer price index, and 

most other countries in BSEC have low and stable inflation.  

    Figure 1. Basic economic indicators of the BSEC (2005 or latest available year)

 

                    Note: Dashed lines indicate estimated BSEC averages 

                      Source: Estimations from author and World Bank World Development Indicators database, 2007 

 

The share of trade in the national economy dropped sharply after the fall of 

communism but has since gradually regained prominence and in some 

cases, surpassed pre-market economy levels. Trade flows among countries 

are in theory a function of the comparative advantages belonging to these 

countries and the differences in their resources. Bilateral trade between BSEC 

countries is highly dependant on historical factors which shaped the 

complementarily of their structures of production. A slow diversification 

process has taken place throughout the region. The share of trade which is 

directed to transition economies has declined and has reached between 50 

percent in the case of Ukraine to less than 20 percent in the case of Albania.  
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The relative increase in the share destined to non-transition economies is 

indicative of a significant increase in the competitiveness of these 

economies. 

 

Table 1 presents some interesting indicators related to private sector, trade and 

infrastructure development. The share of the private sector in the national  

economy varies from 55 percent in the case of Serbia to 75 percent in the cases 

of Albania and Armenia. The private sector accounts for the largest share of  

employment, though in general this corresponds approximately to the ratio of  

the private sector in GDP.   

 

Table 1. Basic structural indicators of transition BSEC economies, 2005 

 

                                            Source : EBRD Transition Report 2006 

 

The financial sector reforms in a number of BSEC countries have created a more  

enabling environment for business, in particular for bridging inter-temporal  

consumption-investment constraints. However, the share of non-performing 

loans remains significant for a number of economies in the region and is of  

concern to the stability of the financial sector.    

 

Figure 2 presents the inflows and outflows of FDI in BSEC countries. Outflows 

signify more often than not, disinvestment in the country as opposed to new 

investment abroad. Azerbaijan is by far the largest recipient of FDI as a 

proportion of GDP in the region, which is entirely absorbed by the energy 

Albania Armenia Azerbaijan Bulgaria Georgia Moldova Romania Russia Serbia Ukraine

Macroeconomic
Private sector share in GDP (%)  75.0 75.0 60.0 75.0 65.0 60.0 70.0 65.0 55.0 65.0
Private sector share in employment (%)        80.0 na 68.1 71.0 77.7 60.0 na na na na
Investment/GDP (%)  26.6 23.2 56.1 28.0 26.3 29.8 22.7 20.9 na 22.2

International Trade
Share of trade with non-transition countries (%)  87.4 69.2 65.7 75.0 57.2 37.7 77.3 73.2 na 48.6

Finance
Non-performing loans (in per cent of total loans)  2.3 2.1 14.9 3.8 3.8 5.3 6.1 2.8 23.8 19.0
Domestic credit to private sector (% of GDP)  10.3 8.0 6.2 26.0 14.8 25.4 10.2 25.7 na 35.2

Telecommunications
Fixed-line (mobile) penetration rate (per 100 inhabitants)  8.6 (39.5) 19.3 (10.6) 13.0 (26.7) 32.1 (80.8) 15.1 (32.6) 22.1 (25.9) 20.2 (61.5) 27.9 (83.6) 32.9 (64.0) 25.8 (37.0)
Internet penetration rate (per 10,000 inhabitants)  1.7 6.3 0.4 84.7 14.0 31.2 22.6 59.4 33.8 27.7

The financial sector The financial sector The financial sector The financial sector 
reforms in a number reforms in a number reforms in a number reforms in a number 
of BSEC countriof BSEC countriof BSEC countriof BSEC countries es es es 
have created a more have created a more have created a more have created a more 
enabling enabling enabling enabling environment environment environment environment 
for businefor businefor businefor business,ss,ss,ss,    
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sector. Other countries enjoy far smaller levels of FDI though these tend to be 

more evenly distributed across sectors of the economy.  The larger economies 

tend to be far smaller recipients of FDI, in part because the national 

contribution to gross fixed capital formation is large and in part because 

BSEC’s ability to attract FDI outside of the energy sector is relatively limited.   

 

Gross Fixed Capital Formation (GFCF) ranges from 17 percent in Serbia and 

Montenegro to 30 percent in Armenia. GFCF is exceptionally high in 

Azerbaijan owing to Azerbaijan’s singularity with exceptionally high FDI in 

the energy sector. In absolute terms, Russia’s domestic investment dwarfs other 

members of BSEC, since it accounts for half of all BSEC’s GFCF.  

 

The dynamism of the private sector is a major determinant as to the 

competitiveness of the economy and its long term growth potential. The 

number of patent applications from residents provides an insight into the 

dynamism of the private sector within the country to be innovative, while the 

number of patent applications from non-residents provides an insight into the 

interest of foreign companies operating within BSEC. Ukraine has an 

exceptionally high number of patent applications from residents (4,086 patent 

applications) in comparison with the other countries of the region. Serbia and 

Montenegro has the highest number of patent applications from non-residents 

(658 patent applications) (see Table 2). 
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Figure 2 Foreign direct investment flows in BSEC (2004) 

 

         Source: World Bank World Development Indicators database, 2007 
 

In terms of the contribution of each economic sector to growth, each country  

exhibits remarkably different properties. The trends change considerably from 

one country to the other, but the services sector tends to show robust growth 

across the region, except for Ukraine where it stagnated in the last five years.  

Industrial growth in Armenia and Azerbaijan has been significant, at 19 and 13 

percent respectively (see Table 2).  

 

Trade is very significant for most countries in BSEC, in particular Azerbaijan,  

Bulgaria, Moldova and Ukraine, whose trade exceeds one hundred percent of 

its GDP4. The least open economies are Greece and Russia, where trade  

accounts for only around half of GDP (though this is double the relative size of  

trade for the USA). 

                                                                 
4 Trade is defined as the sum of exports and imports of goods and services . 

TTTThe services sector he services sector he services sector he services sector 
tends to show tends to show tends to show tends to show 
robust growth robust growth robust growth robust growth 
across the regionacross the regionacross the regionacross the region    
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 Although the economies of the region are open, they are not necessarily self sufficient and with the 

exception of the Russian Federation and Ukraine, all register deficits in the balance of trade in goods 

and services. Interestingly Greece, Turkey and Ukraine have positive balances for trade in goods, with 

transportation and tourism services accounting for the largest surplus for Greece.  

 

 Table 2. Indicators of performance of BSEC (2005) 

                                Note: *: 2004 statistics; **: 2003 statistics; Growth over a f ive year period 
                                   Source: World Bank World Development Indicators database, 2007 
 

I.2. I.2. I.2. I.2. Background to Background to Background to Background to Trade and Investment CTrade and Investment CTrade and Investment CTrade and Investment Cooperation in the BSEC regionooperation in the BSEC regionooperation in the BSEC regionooperation in the BSEC region    
 

The Black Sea Economic Cooperation (BSEC) came into existence on the 25th of June 1992 

with the signature of the “Summit Declaration on Black Sea Economic Cooperation” and the 

“Bosphorus Statement” by the Heads of State of eleven countries: Albania, Armenia, 

Azerbaijan, Bulgaria, Georgia, Greece, Moldova, Romania, Russia, Turkey and Ukraine. Its  

 

 

 ALB ARM AZE BGR GEO GRE MOL ROM RUS SEM TUR UKR 

Investment and Gross Fixed Capital Formation 

FDI, net inf low s (% of GDP)  6 6 41 8 10 1 3 7 2 4 1 3 

FDI, net outf lows (% of GDP)  0 0 14 -1 0 0 0 0 2 .. 0 0 
GFCF (Billion US$)  2.1 1.5 5* 7.5 1.7 52* 0.6 23.6 159.5 4.5 90.0 15.9 

GFCF (% of GDP)  25 30 53* 28 27 26* 20 24 21 17 25 19 

GFCF (% growth p.a.)  10 25 16* 23 13 5* 2 5 11 8 10 9 
Patents 

Patent applications, non-residents  n.a. 2* n.a. 5* 10* 27* n.a. 37* 2* 658** 42** 269* 

Patent applications, residents  n.a. 151** n.a. 263* 248* 487* 297* 937* 23* 381** 465** 4086* 
Composition of Growth 

Industry, value added (% growth p.a.)  4* 19 13* 7 15 1* 5 4 4 4 9 2 

Manufacturing, value added (% growth p.a.)  n.a. 7 11* 10 11 3** 4* 4 n.a. n.a. 6 15* 
Agriculture, value added (% growth p.a.)  3* 11 5* -9 12 10* 3 4 1 2 6 2 

Services, etc., value added (% growth p.a.)  8* 11 9* 7 7 5* 6 4 8 3 7 0 

External Sector 
Trade (% of GDP)  70 67 121* 138 87 50* 135 84 57 78 61 115* 

Trade in services (% of GDP)  30 15 27 29 21 23 30 10* 8 n.a. 12* 21 

Exports of goods & services (% growth p.a.)  19.0 16.0 11.0 7.0 5.0 10.0 8.0 4.0 6.0 30.0 9.0 3.0 
Imports of goods & services (% growth p.a.)  22 12 23* 15 5 8* 8 4 16 8 12 14 

Merchandise trade (% of GDP)  39 55 68 112 53 33 117 69 48 62 52 86 

Net trade in goods (Billion US$)  -1.8 -0.6 3.3 -5.4 -1.2 -34.3 -1.2  -6,7* 118.3 n.a.  -23,9* -1.1 

Net trade in services (Billion US$)  -0.2 -0.1 -2.0 0.8 0.1 19.4 0.0  -0,2* -14.7 n.a. 12,7* 1.8 
Net trade in goods & services (Billion US$)  -2.0 -0.6 1.3 -4.6 -1.1 -14.8 -1.2  -6,9* 103.6 n.a.  -11,2* 0.7 
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Charter became effective on the 1st of May 1999, and the BSEC was transformed 

into an international legal entity as a regional economic organisation: the 

“Organization of the Black Sea Economic Cooperation”. Serbia and Montenegro 

joined the Organization in April 2004. The regional organisation bases its 

cooperation on the Summit Declaration and Bosphorus Statement, and on other 

declarations signed in subsequent meetings (Bucharest, Moscow, etc). 

 

Owing to its geographical location, the Black Sea region could easily be 

integrated into the markets of Europe, Central Asia and/or the Middle East (see  

box 1). The region has long been seen as a very challenging economic area for  

both political and economic reasons. The initial purpose of the BSEC was to 

gradually expand intra-regional trade and investment and identify the key  

milestones for trade potential in the sub-region. The Organization of the BSEC 

has progressively been recognized since its foundation to be a key actor in 

promoting the region as an area of peace, cooperation and prosperity.  

 

 

The BSEC institutional structure is based on four main pillars comprising the 

governments, parliaments,  private sectors  and local  administrations  of  

 

Box 1. BSEC Configuration and the EUBox 1. BSEC Configuration and the EUBox 1. BSEC Configuration and the EUBox 1. BSEC Configuration and the EU    
 

Whilst being part of the BSEC, a number of countries are already Members of 

the EU, are candidate countries, or aspire to become Members of the EU in 

due course. The political and economic incentives related to joining the EU 

have led to a trade policy shift towards the EU and away from traditional 

markets. Greece is a Member State of the EU since 1981, while Romania and 

Bulgaria acceded to the EU on 1 January 2007. Turkey was formally 

recognised as a candidate country in 1999, and is still undergoing 

negotiations for accession.  

The Black Sea The Black Sea The Black Sea The Black Sea 
region could easily region could easily region could easily region could easily 
be integrated into be integrated into be integrated into be integrated into 
the markets of the markets of the markets of the markets of 
Europe, Central Europe, Central Europe, Central Europe, Central 
Asia and/or the Asia and/or the Asia and/or the Asia and/or the 
Middle EastMiddle EastMiddle EastMiddle East 
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Member States.  The highest decision making organ of the BSEC is the Meeting of the 

Ministers of Foreign Affairs (MMFA). The Parliamentary Assembly of the BSEC (PABSEC) 

adds another dimension so that national parliaments can pass legislation in line with the 

decisions of the MMFA. The Black Sea Economic Council, which represents the business 

communities of the Member States, has been established to give directions to the 

development of cooperation and trade of goods and services between the member 

countries, and the Black Sea Trade and Development Bank has been set up to finance such 

regional projects. 

 

Six of the member countries had been part of the Soviet Union, and some inter-relations 

among BSEC countries remain sensitive. There are also significant differences between the 

economies of the BSEC countries, which are divergent in terms of their production 

capacities, availability of factors of production, natural resources, and market size.  

However, despite the fact that the region has been the scene of tensions in the past, the end 

of the Cold War has given a way to new opportunities for cooperation and more open 

democratic systems.  

 

The member countries have committed themselves to serve the purpose of cooperation 

towards a “free trade zone” where commodities, services and factors of production would 

be exchanged freely. The Organization of the Black Sea Economic Cooperation has 

generated a dialogue between member countries and generated political and institutional 

adjustments, and regional trade integration projects towards a sustainable growth for the 

region. The existing political tensions between some member countries and the socio-

economic differences in the region have led to the creation of a flexible organizational 

structure with no legal commitment but a concentration on concrete cooperation projects. 

This kind of approach aims at action-oriented objectives: it envisages to promote both intra-

regional trade and extra-regional trade, with a progressive integration of the newly 

independent states into the World economy, and it envisages to produce jointly  
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the public goods and services that may be too costly for individual Members, 

such as education projects, training research and development, infrastructure, 

environment, energy management and communication.The scope of 

cooperation involves several areas such as transport and communication, 

infrastructure, exchange of statistical data, standardisation and certification, 

security and creation of a stable and attractive pool of investment and trade5. 

II. Trade Potential and Opportunities for GrowthII. Trade Potential and Opportunities for GrowthII. Trade Potential and Opportunities for GrowthII. Trade Potential and Opportunities for Growth    

IIIII.1. Salient features of I.1. Salient features of I.1. Salient features of I.1. Salient features of intraintraintraintra----BSEC trade BSEC trade BSEC trade BSEC trade in goodsin goodsin goodsin goods    
 

A limited number of key sectors account for most of the intra-regional trade 

flows in the BSEC region. In particular, 15 sectors alone represent 

respectively 83% and 72% of total intra regional exports and imports. Out 

of these 15 sectors, 10 are identified as of vital importance in both exports 

and imports based on the size flows (see table 3). A number of limitations 

exist with analysing trade data in the region. These primarily concern the 

misclassification of trade flows, unreported data and informal trade. Box 2 

provides a summary of some of the problems encountered in analysing the 

trade statistics for the region. 

Table 3. Selection of 10 key sectors for intra-regional trade flows (2005) 

RankRankRankRank    
HS HS HS HS 

ChapterChapterChapterChapter    
DescriptionDescriptionDescriptionDescription    

IntraIntraIntraIntra----BSEC BSEC BSEC BSEC 
ExportsExportsExportsExports    

(Billion US$)(Billion US$)(Billion US$)(Billion US$)    

IntraIntraIntraIntra----BSEC BSEC BSEC BSEC 
ImportsImportsImportsImports    

(Billion US$ )(Billion US$ )(Billion US$ )(Billion US$ )    

1 27 Mineral fuels, oils, distillation products, etc   37.95 12.07 

2 72 Iron and steel 7.3 6.46 

3 85 Electrical or electronic machinery and equipment 1.32 1.51 

4 87 Vehicles other than Railway, Parts and Accessories   1.91 1.48 

5 84 
Machinery and Mechanical Appliances, including 
parts   2.52 2.37 

6 44 Wood and articles of wood, wood charcoal   1.46 1.04 

7 73 Articles of Iron and Steel 1.14 1.64 

8 48 
Paper & paperboard, articles of pulp, paper and 
board   2.94 1.78 

9 39 Plastics and articles thereof   1.66 1.64 

10 60 Knitted or crocheted fabric   0.91 0.84 

 

                                                                 
5 Information sources from the Organisation of Black Sea Economic Cooperation 

15 sectors 
alone represent 
respectively 
83% and 72% of 
total intra 
regional 
exports and 
imports 

Source: UNSD COMTRADE (2007) 
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In Annex 1, a number of tables display the major exports destination and import origin for 

each BSEC country and the major exports and imports by product group for each country. 

Not surprisingly, the Russian Federation is the leading country for most of the sectors, 

followed by Turkey, Greece and Ukraine. Russia and Turkey are the leading exporters for 

the top ten sectors. Azerbaijan is a significant exporter for regional fuels, while Serbia and 

Montenegro is a significant exporter for paper.   

 
 

  

Box 2. Note on the quality of trade data used in this studyBox 2. Note on the quality of trade data used in this studyBox 2. Note on the quality of trade data used in this studyBox 2. Note on the quality of trade data used in this study    
Trade data in general can never provide a complete and accurate picture of traded 
values and quantities. This is particularly the case for BSEC where a number of countries 
do not report data or where data is wrongly reported, omitted or misclassified. Trade 
statistics can also be affected by informal trade, cross border smuggling, the re-
exportation or re-importation of products, etc. However, trade flows and the indicators 
presented in this chapter provide a useful order of magnitude of actual trade flows and 
represent a valid point of departure for research. According to quality determinants, one 
may decide that trade data are reliable or not.  
 
While transactions are recorded in both the exporting and the importing country by the 
customs offices, it is then instructive to analyse the discrepancies between the export 
statistics of a country and the import statistics of its partners (mirror statistics). A good 
sign of data reliability is a relative match of these trade and mirror statistics. Imports 
figures are generally slightly higher than the exports figures, as they include freight and 
insurance costs. A difference of around 10% is generally observed as the norm. 
Discrepancy measures are defined as (M-T)/(T+M) where T is reported trade and M is for 
mirror estimate. These are presented in the tables below. For example, when Georgia 
reports its imports from BSEC Member States, it systematically over reports except for its 
trade with Armenia (under reports by 23% on average) and Russia (approximately 
accurate reporting based on both declarations).  
 

Table on Data Discrepancy in imports of BSEC countries 

RE PORTERRE PORTERRE PORTERRE PORTER    TTTTOTALOTALOTALOTAL    AL BALBALBALB    ARMARMARMARM    AZEAZEAZEAZE    BGRBGRBGRBGR    GEOGEOGEOGEO    GRCGRCGRCGRC    MOLMOLMOLMOL    ROMROMROMROM    RUSRUSRUSRUS    TURTURTURTUR    

AL BANIA ALBANIA ALBANIA ALBANIA     5.2     n.a .   n.a .  15.6   n.a .  2.1   n.a .  1.9  18.4  3.4  

ARMENIA ARMENIA ARMENIA ARMENIA     13.1   n.a .     n.a .  47.5  -19 10.6  1.4  89.5  26.9  100 

AZERBAIJAN AZERBAIJAN AZERBAIJAN AZERBAIJAN     -7.1   n.a .   n.a .    -20 -23.7  -20.2   n.a .  3.5  -3.2  -23.3  

BULGARIABULGARIABULGARIABULGARIA    3.4   n.a .   n.a .   n.a .     n.a .  -8.8   n.a .  -11.2  -7.4  3.6  

GEORGIA GEORGIA GEORGIA GEORGIA     -13.5   n.a .  23.2  -8.7  -40.1    -13.9   n.a .  -70.8  0.8  -15.6  

GREECE GREECE GREECE GREECE     6.8   n.a .   n.a .   n.a .  -27.3  91.3     n.a .  1.8  61.6  -2.1  

MOLDOVA MOLDOVA MOLDOVA MOLDOVA     -3.2   n.a .   n.a .   n.a .  18.4   n.a .  7.6    -17 1.2  1.3  

RUSSIA RUSSIA RUSSIA RUSSIA     -19.1   n.a .   n.a .   n.a .   n.a .   n.a .   n.a .  13.6   n.a .    -19.1  

TURKEY TURKEY TURKEY TURKEY     7.7   n.a .   n.a .   n.a .  5.1   n.a .  -10.9   n.a .  0.6  7.9    

Note: Bilateral discrepancy defined as 100* (T-M)/(T+M), T reported trade, M mirror estimate for 2003. Varies between -100% and +100%; n .a. refer s to  

data not available; no da ta repor ted for Romania , Serbia and Montenegro and Ukraine  
Source : Interna tiona l Trade Center, based on COMTRADE Data o f the UNSD 
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Table on Data Discrepancy for exports of BSEC countries 

RE PORTERRE PORTERRE PORTERRE PORTER    TOTALTOTALTOTALTOTAL    AL BALBALBALB    ARMARMARMARM    AZEAZEAZEAZE    BGRBGRBGRBGR    GEOGEOGEOGEO    GRCGRCGRCGRC    MOLMOLMOLMOL    ROMROMROMROM    RUSRUSRUSRUS    TURTURTURTUR    

AL BANIAALBANIAALBANIAALBANIA    3.2   n.a. n.a. 17.7  n.a. -49.9  n.a. -100 46.4  10.5  

ARMENIARMENIARMENIARMENIAAAA    5.7  n.a.  n.a. 80.5  23.2  -63.7  -2.6  n.a. -6.2  n.a. 

AZERBAIJANAZERBAIJANAZERBAIJANAZERBAIJAN    -13.5   n.a .   n.a .    -99.7  -8.7  -29.6   n.a .  -7.2  -23.3   6.8   

BULGARIABULGARIABULGARIABULGARIA    3.7  15.6  n.a. n.a.  -40.1  -27.3  18.4  0.8  21.4  5.1  

GEORGIAGEORGIAGEORGIAGEORGIA    40.2  n.a. -19 -23.7  n.a.  91.3  -9.4  37.9  - 53.8  

GREECEGREECEGREECEGREECE    -3 2.1  n.a. n.a. -8.8  n.a.  n.a. -3.8  -41.5  -10.9  

MOLDOVAMOLDOVAMOLDOVAMOLDOVA    15.9  n.a. 1.4  6.4  8.1  -3.9  62.4   -2.2  13.6  19.7  

RUSSIARUSSIARUSSIARUSSIA    16.1  n.a. n.a. -3.2  -7.4  n.a. 61.6  n.a. 50.3   7.9  

TURKEYTURKEYTURKEYTURKEY    4.5  n.a. n.a. -23.3  3.6  -15.6  -2.1  n.a. 3.3  -19.1   

Note: Bilateral discrepancy defined as 100*(T-M)/(T+M), T reported trade, M mirror estimate for 2003. Varies between -100% and +100%; n.a. 
refers to data not available; no data repor ted for  Romania, Serbia and Montenegro and Ukraine 

Source : Interna tiona l Trade Center, based on COMTRADE Data o f the UNSD 

As mentioned earlier, the major exporters in the region are Russia and Turkey, who 
dominate the exports of the region in the ten most important export sectors of the region. 
Russia tends to be a more significant exporter of heavy manufacturing activities, while 
Turkey is more concentrated in technology or labour intensive industries. Bulgaria is an 
important exporter for wood and paper products, while Greece is an important exporter 
of electrical appliances and textiles. Both Turkey and Greece dominate exports of 
plastics and clothing. 

Table 4. Major exporters in BSEC for key sectors (2005) 

HS HS HS HS 
ChapterChapterChapterChapter    

DescriptionDescriptionDescriptionDescription    
1st Exporter1st Exporter1st Exporter1st Exporter    

    
2nd Exporter2nd Exporter2nd Exporter2nd Exporter    

    
3rd Exporter3rd Exporter3rd Exporter3rd Exporter    

    

1 27 Mineral fuels, oils, distillation products, etc Russia (79%) Romania (7%) Azerbaijan (4%) 

2 72 Iron and steel Russia (42%) Ukraine (27%) Romania (15%) 

3 85 Electrical or electronic machinery & equip. Turkey (36%) Russia (27%) Greece (14%) 

4 87 Vehicles other than railway, parts/access. Russia (54%) Turkey (42%) Rom/Gre (5%) 

5 84 Machinery and Mechanical App., incl. parts Russia (54%) Turkey (24%) Greece (7%) 

6 44 Wood and articles of wood, wood charcoal Russia (43%) Ukraine (14%) Rom/ Bgr (14%) 

7 73 Articles of Iron and Steel Turkey (35%) Russia (30%) Ukraine (15%) 

8 48 Paper & paperboard, articles of pulp, etc Russia (47%) Turkey (20%) Gre/Bgr* (7%) 

9 39 Plastics and articles thereof Turkey (29%) Greece (19%) Russia (16%) 

10 60 Knitted or crocheted fabric Turkey (75%) Greece (25%) None 

Note: Shares of total regional exports are given in brackets; * Also in third place is Romania, Serbia, Ukraine 
Source: UNSD Comtrade Statistics, 2007 

The same countries, Russia and Turkey equally dominate the imports of BSEC. 

However, in the case of imports, Romania plays a more prominent role and is the 

second largest importer in the region for most product groups. Serbia is a major 

importer of wood products, while Romania, Bulgaria and Turkey are major importers 

of paper products.  
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              Table 5. Major importers in BSEC for key sectors (2005) 

RankRankRankRank    
HS HS HS HS 

ChapterChapterChapterChapter    
DescriptionDescriptionDescriptionDescription    

1st 1st 1st 1st ImImImImporterporterporterporter    
    

2nd 2nd 2nd 2nd ImImImImporterporterporterporter    
    

3rd 3rd 3rd 3rd ImImImImporterporterporterporter    
    

1 27 Mineral fuels, oils, distillation products, etc Turkey (27%) Bulgaria (16%) Greece (12%) 

2 72 Iron and steel Turkey (49%) Russia (26%) Bulgaria (9%) 

3 85 Electrical or electronic machinery & equip. Russia (36%) Romania (15%) Greece (10%) 

4 87 Vehicles other than railway, parts/access. Russia (39%) Romania (29%) Greece (8%) 

5 84 Machinery and Mechanical App., incl. parts Russia (53%) Romania (11%) Bulgaria (8%) 

6 44 Wood and articles of wood, wood charcoal Turkey(44%) Greece (19%) Serbia (13%) 

7 73 Articles of Iron and Steel Russia (55%) Romania (11%) Bulgaria (7%) 

8 48 Paper & paperboard, articles of pulp, etc Russia (48%) Romania (10%) Bgr/Tur (10%) 

9 39 Plastics and articles thereof Turkey (29%) Russia (19%) Romania (14%) 

10 60 Knitted or crocheted fabric Bulgaria (50%) Romania (25%) Russia (25%) 

Note: Shares of total regional imports are given in brackets  
Source: UNSD Comtrade Statistics, 2007 

 

It is interesting to note that a number of countries in the region tend to import products 

for which a different country in the region is an exporter, indicating some trade 

complementarity between countries in BSEC. A number of indicators exist to test the 

complementarity between countries, as well as to test how intensively the countries 

trade amongst each other and test the overall opportunities for not only exchange 

different goods but also goods within a similar industry (called intra-industry trade).  

The chapter therefore proceeds to provide an overview of key indicators for identifying 

trade complementarity and opportunities across the region. 

     

II.1.1 Trade complementarity between BSEC Member StatesII.1.1 Trade complementarity between BSEC Member StatesII.1.1 Trade complementarity between BSEC Member StatesII.1.1 Trade complementarity between BSEC Member States    

 

The trade complementarity index (TC) between the BSEC countries highlights how well 

the structures of one country’s imports and matches another country’s exports. The TC 

between countries k and j is defined as follows: 

 

                   ∑ 
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Where mik is the share of good i in all imports of country k from BSEC and xij is the 

share of good i in global exports of country j to BSEC. The index is zero percent when 
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no goods are exported by one country or imported by the other and 100 percent when 

the export and import shares of each country exactly match6. 

Table 6 displays the TC index between all countries of the BSEC region. It can be read 

horizontally or vertically. Horizontally (reading from each row), the value for the TC is 

the share of imports of a country relative to the exports of another country. Vertically 

(reading from each column), the value of the TC is given for the share of exports of a 

country that matches with imports of another country. 

The TC index reveals that Ukraine’s imports match very closely the exports of Russia 

(85%). Similarly, the imports of Russia match relatively well the exports from the 

Ukraine (75%). Greece’s exports are a close match with Bulgaria’s imports (70%). 

However, only Bulgaria exports of goods do not correlate closely with the import 

demand from Greece (44%). 

There are certain countries which do not seem to currently display a very high level of 

complementarity. These includes Moldova’s exports and Turkey’s imports (though 

Turkey’s exports match closely Moldova’s imports), Armenian exports and Turkey 

imports, Albania exports and Ukraine’s imports. 

Table 6. Trade Complementarity in BSEC (2005) 
 Exports Perspective 

   ALB ARM AZE BGR GEO GRC MDA ROM RUS SEM TUR UKR 

Im
po

rt
s 

P
er

sp
ec

ti
ve

 

Albania  37% 31% 38% 56% 37% 65% 36% 61% 52% 64% 49% 47% 

Armenia  22% 32% 33% 42% 30% 55% 32% 50% 50% 62% 50% 49% 

Azerbaijan  23% 30% 17% 44% 35% 45% 30% 39% 38% 58% 57% 56% 

Bulgaria  40% 23% 33% 61% 39% 70% 29% 65% 56% 62% 56% 55% 

Georgia  23% 28% 46% 44% 28% 56% 32% 60% 61% 61% 45% 46% 

Greece  30% 20% 65% 44% 29% 48% 23% 62% 83% 44% 31% 36% 

Moldova  30% 27% 47% 50% 26% 60% 32% 65% 62% 58% 48% 47% 

Romania  24% 21% 63% 44% 29% 54% 24% 64% 79% 48% 47% 41% 

Russia  30% 30% 18% 49% 42% 46% 38% 45% 39% 62% 57% 75% 

S&M 29% 29% 34% 53% 33% 62% 31% 56% 51% 65% 56% 56% 

Turkey  25% 13% 41% 42% 39% 38% 12% 74% 57% 37% 20% 49% 

Ukraine  21% 24% 64% 40% 26% 49% 22% 60% 85% 46% 40% 44% 
Source: UNSD Comtrade Statistics, 2006 

                                                                 
6 It should be remembered that the indicator is static and only represent current trade complementarity as opposed 
to possible future complementarity 



 

  28/139 
 

 

II.1.2 Revealed Comparative Advantage between BSEC Member StatesII.1.2 Revealed Comparative Advantage between BSEC Member StatesII.1.2 Revealed Comparative Advantage between BSEC Member StatesII.1.2 Revealed Comparative Advantage between BSEC Member States    

 

The assessment of a country’s export potential is strongly influenced by the degree of its 

revealed comparative advantage (RCA). Countries with similar RCA profiles are less likely 

to have high bilateral trade intensities unless intra-industry trade is involved. This is 

because both are specialised in similar product segments. RCA measures, if estimated at 

high levels of product disaggregation, can highlight non-traditional products that could 

be successfully exploited. The RCA index of country i for product j is measured by the 

product’s share in the country’s exports in relation to its share in BSEC trade: 
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Where i and j indicate industry and home country, respectively.  On the numerator, x ij 

represents exports of industry i in country j to the world.  On the denominator the sum of 

all countries in BSEC is used for comparative purposes. Thus a comparison is made 

between the structure of trade for one BSEC member country, vis-à-vis the structure of all 

other BSEC member countries. Therefore, RCAij> 1 means that industry i in country j has 

a comparative advantage (compared with the BSEC average) while if RCAij <1 means that 

industry i in country j has a comparative disadvantage. 

 

Table A5 in annex 1 displays the RCA index for each country for each of the sectors 

identified at the HS2 level to provide a disaggregated view of the regions comparative 

advantage in nearly 100 sectors.  Table 7 displays the RCA index for each country for 

each of the ten key sectors identified previously. 
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Table 7. Revealed Comparative Advantage for Selected Industries in BSEC (2005) 

HS2HS2HS2HS2        ALBALBALBALB    ARMARMARMARM    AZEAZEAZEAZE    BGRBGRBGRBGR    GEOGEOGEOGEO    GRCGRCGRCGRC    MDAMDAMDAMDA    ROMROMROMROM    RUSRUSRUSRUS    SEMSEMSEMSEM    TURTURTURTUR    UKRUKRUKRUKR    

27272727    Mineral fuels, oils, distillation products, etc 0.0 0.2 2.2 0.3 0.2 0.5 0.0 1.0 1.9 0.3 0.0 0.2 

72727272    Iron and steel 0.7 0.1 0.0 0.9 1.5 0.3 0.0 1.7 0.8 0.8 0.4 1.9 

85858585    Electrical or electronic machinery & equip. 0.6 1.5 0.0 0.8 0.1 1.7 0.7 0.9 0.4 1.2 2.4 1.3 

87878787    Vehicles other than railway, parts/access. 0.0 0.1 0.0 0.2 1.2 0.6 0.4 0.8 1.0 1.1 2.7 0.4 

84848484    Machinery and Mechanical App., incl. parts 0.1 0.4 0.1 0.7 0.2 0.9 0.7 0.6 0.8 0.8 1.4 1.5 

44444444    Wood and articles of wood, wood charcoal 1.4 0.0 0.0 2.8 2.0 0.8 0.1 2.1 0.9 0.9 0.5 0.9 

73737373    Articles of Iron and Steel 0.3 0.1 0.0 0.5 0.1 0.7 0.2 0.5 0.4 1.6 1.7 2.3 

48484848    Paper & paperboard, articles of pulp, etc 2.7 0.5 0.1 0.9 0.1 1.0 0.9 0.6 0.8 1.3 1.2 1.5 

39393939    Plastics and articles thereof 0.5 0.1 1.4 1.6 0.0 2.8 0.4 1.6 0.3 1.6 2.4 0.7 

60606060    Knitted or crocheted fabric 0.1 0.2 0.0 0.3 0.0 2.9 0.1 0.1 0.0 0.0 5.8 0.1 

Source: Authors calculation based on UNSD Comtrade Statistics, 2006 

 

As can be seen from the table, Albania has a high RCA for paper products and wood 

articles. Overall, four countries have a revealed comparative advantage in wood 

products in the region, namely Albania, Bulgaria, Georgia and Romania. Four countries 

have a revealed comparative advantage for paper products, namely Albania, Serbia and 

Montenegro, Turkey and Ukraine. Turkey has a major RCA in fabrics, with this sector’s 

share in Turkey’s exports representing six times more than is the case for BSEC as a 

whole. 

 

II.1.3 IntraII.1.3 IntraII.1.3 IntraII.1.3 Intra----industry trade between BSEC Member Statesindustry trade between BSEC Member Statesindustry trade between BSEC Member Statesindustry trade between BSEC Member States 

 

Although trade flows are determined by differences in comparative advantages, a wide 

range of other factors also influence the success or failure of efforts to promote 

industrialization and growth. In the context of globalization of supply chain 

management and assembly operations, there is a growing level of intra-industry trade 

(IIT), which plays an important positive role in the success of economic growth. Theory 

suggests that intra-industry exchange produces extra gains from international trade over 

and above those associated with comparative advantage because it allows a country to 

take advantage of larger markets through specialization.  
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The IIT index ranges between zero and one (or 0 percent and 100 percent), with larger 

values indicating a greater level of trade between firms in the same industry. Higher IIT 

ratios suggest that net gains from specialization in different products are being exploited 

and that the participating country is increasing its integration into the world economy. 

In the context of this study, this suggests that both intra-industry trade opportunities are 

high and that the export sector has become relatively sophisticated. The IIT index within 

the BSEC region is calculated as  
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Where i, j and k indicate industry, home country and partner country, respectively.  

Xijk   and Mijk represent exports and imports of industry i in country j to country k, 

respectively. Figure 3 displays the overall IIT index for each country with regards to 

the BSEC and the total trade within the region for each country. One can note that 

the highest levels of IIT are recorded for Romania and Bulgaria while the lowest 

levels relate to Albania, Armenia, Azerbaijan, Serbia and Montenegro, and Ukraine.  

 

Based on the results, it seems that Romania and Bulgaria have the highest integration 

in supply chains, and Greece, Russia and Turkey also displaying relatively high levels 

of intra-industry trade. It should be noted that the IIT can also be influenced by other 

factors such as the aggregation of statistics with the result that often distinct 

production processes are classified under the same chapter heading. For the purposes 

of this study, the two digit level was used. The detailed results of the IIT are given in 

Annex 1 in Table A6.    
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Figure Figure Figure Figure 3333. . . . IntraIntraIntraIntra----industry tindustry tindustry tindustry trade between BSEC member states in 2005rade between BSEC member states in 2005rade between BSEC member states in 2005rade between BSEC member states in 2005    

 

Source: Calculations by author based on UNSD Comtrade Statistics, 2006 
 
 

IIIII.1.4 Intensity of trade between I.1.4 Intensity of trade between I.1.4 Intensity of trade between I.1.4 Intensity of trade between BSEC Member StatesBSEC Member StatesBSEC Member StatesBSEC Member States    

 

The trade intensity index (TI) is used to determine whether the value of trade 

between two countries is greater or smaller than would be expected on the basis of 

their significance in world trade. It is defined as the share of one country’s exports 

going to a partner divided by the share of world exports going to the partner. Trade 

intensity in the BSEC region is calculated as:  
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Where  xij is the value of exports of BSEC (i) to BSEC (j);  
xwj is the value of world exports to BSEC (j);  

∑
j

ijx is the value of total exports of BSEC (i);  

∑
j

wjx is the value of total world exports. 

 

An index of more (less) than one indicates a bilateral trade flow that is larger  

(smaller) than expected, given the partner country’s importance in world trade.  

Thus, the trade intensity index for each individual BSEC Member State gives an 

interesting insight into the value of trade of the country within the region in 

comparison with what should be expected on the basis of its importance in the 

region. 

 

Table 8 below displays the results from Trade Intensity index in the BSEC region 

at the regional level, and demonstrates a high level of intra-regional trade flow 

in many sectors (sectors are identified at HS2 level). There is a particularly high 

concentration of trade in BSEC in fabrics and plastic products. Table A7 in 

annex 1 gives the trade intensity index values at the level of each individual  

country. The highest level of trade intensity is recorded for vegetable and fruit  

for Azerbaijan, beverages in Georgia and Moldova, and animal and vegetable  

fats in Azerbaijan.  

 

                  Table 8. Trade intensity for Selected Industries in BSEC (2005)  

HS2HS2HS2HS2         Trade Intensity Trade Intensity Trade Intensity Trade Intensity     

27272727    Mineral fuels, oils, distillation products, etc   4.0 

72727272    Iron and steel 3.5 

85858585    Electrical or electronic machinery and equipment 5.3 

87878787    Vehicles other than Railway, Parts and Accessories   4.2 

84848484    Machinery and Mechanical Appliances, including parts   6.5 

44444444    Wood and articles of wood, wood charcoal   3.4 

73737373    Articles of Iron and Steel 5.2 

48484848    Paper & paperboard, articles of pulp, paper and board   6.8 

39393939    Plastics and articles thereof   8.1 

60606060    Knitted or crocheted fabric   10.8 

Source: Authors calculation based on UNSD Comtrade Statistics, 2006 

There is a There is a There is a There is a 
particularly high particularly high particularly high particularly high 
concentration of concentration of concentration of concentration of 
trtrtrtrade in BSEC in ade in BSEC in ade in BSEC in ade in BSEC in 
fabrics and plastic fabrics and plastic fabrics and plastic fabrics and plastic 
productsproductsproductsproducts 
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IIIIIIII.2. Actual and potential intra.2. Actual and potential intra.2. Actual and potential intra.2. Actual and potential intra----BSEC tradeBSEC tradeBSEC tradeBSEC trade    in goodsin goodsin goodsin goods    
 

A gravity equation is used to identify bilateral untapped trade potential based 

on the size of the respective economies, their geographical proximity and other  

factors such as language, historical ties, bilateral applied tariff rates, etc. Annex 

2 provides an overview of the model and its uses and limitations. Using a  

gravity equation we find that there are many key sectors which exhibit an 

untapped export potential. Ranked by order of the highest untapped export  

potential, the top sectors are:  

1. Textiles, clothing and leather 

2. Food and beverage 

3. Metal and metal products 

4. Agriculture and hunting 

5. Machinery and equipment  

6. Non-metallic mineral products 

7.  Vehicles 

 

The country which has the highest untapped opportunities by far is Romania. In 

other words, Romania seems to be very much under trading with other BSEC 

member countries. A number of other countries also exhibit under performance 

in terms of the trade flows which would theoretically be expected. The ranking 

of countries are given in Table 9. 

 

 

There are many There are many There are many There are many 
key sectors which key sectors which key sectors which key sectors which 
exhibit an exhibit an exhibit an exhibit an 
untapped export untapped export untapped export untapped export 
potentialpotentialpotentialpotential    
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Table 9. Bilateral untapped trade potential for in BSEC (2005)  

Very High untapped trade Very High untapped trade Very High untapped trade Very High untapped trade 

potential in many marketspotential in many marketspotential in many marketspotential in many markets    

High untapped trade potential High untapped trade potential High untapped trade potential High untapped trade potential 

in many marketsin many marketsin many marketsin many markets    

OpportuniOpportuniOpportuniOpportunities mainly in niche ties mainly in niche ties mainly in niche ties mainly in niche 

or limited marketsor limited marketsor limited marketsor limited markets    

Romania Ukraine Armenia 

 Greece Moldova 

 Serbia and Montenegro Albania 

 Russia Georgia 

 Turkey Azerbaijan 

 Bulgaria  

Source: ITC TradeSim, 2006 

 

 

Table 10 provides a summary of the results of the gravity equation, detailed by 

principal exporting sectors and for each individual country in BSEC. The results 

suggest that a large number of countries in the region are not exporting as much as 

would theoretically be expected. For example, Serbia and Montenegro are very 

much under exporting food and beverage products to the BSEC, while Ukraine has 

the potential to export far more agricultural products to BSEC. Reasons for which 

countries in the region may be under exporting in these sectors might include a 

lack of trade information, supply side constraints, non-tariff barriers and 

transportation issues. Nevertheless, these are sectors which should be further 

investigated and promoted for intra-regional trade since if trade facilitation 

measures were to be adopted, one would expect a large increase in trade in these 

sectors. 
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Table 10. Summary of intra-regional trade potential by sectors using gravity equation 
 

 Exporting countries 

 Sectors ALB ARM AZE BGR GEO GRC MDA ROM RUS SEM TUR UKR 

Agriculture and hunting �  �� � �� �� � ����   � �� ����  

Forestry and Fishing      ���  � ���  ��� � 

Food and beverages � ����  �� � ��� ��� ��� �� �� ����  ��� � 

Machinery and equipment � � � � � � � ����  �� ��  �� 

Electrical and electronic equipment � �  �  � � ����  � � � � 

Precision instruments    �  �� � �� �� � � �� 

Motor vehicles & other trans equip.   � � � �� � ����  �� � � �� 

Other manufacturing  ����   ��  �  ��� � ��  �� 

Recycling � �  �� � � � � � � � � 

Textiles, clothing and leather ����  ��� � ��� � ��� ����  ����  ��� ��� �� ����  

Wood and wood products �   � � � �� ����  � � � �� 

Publishing, print. & recorded media   � �  �  �� �� �� � �� 

Chemicals and chemical products � � �  � � � �� � � � � 

Rubber and plastic products ���   � � ��  ����  � � � � 

Non-metallic mineral products  �  �� � �� �� ����  � � � �� 

Metal and metal products  ��� ��� �� � � � ��� �� ����  ���  

Note: Untapped export potential to: Source: ITC TradeSim, 2006 
�: Up to 2 countries 
��: Up to 4 countries 
���: Up to 6 countries 
����: Above 6 countries 

 

A more detailed analysis of the indicative intra-regional trade potential can be undertaken 

using a trade flow analysis. The trade flow analysis computes the sub-regional exports to the 

world and imports from the world for each country in the region at the most detailed level of 

classification available7. Thus for over 5,000 product groups, the indicative trade potential has 

been calculated when one country is an exporter of the product group, while another country 

is an importer of that same product group. Since the level of disaggregation is relatively high, 

the complementarity for trading between partner countries is considered to be relatively high. 

Obviously, even at this detailed level, products may not be perfect substitutes,  

                                                                 
7 The six digit level of the harmonised system of trade classification has been used (referred to as HS6). This is 
the most detailed level possible for cross country comparison 
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but are considered to be closely approximate substitutes (see Annex 2.2 for 

details on the methodology for trade flow analyses). 

The indicative trade potential has been computed for the 5,000 

product group and ranked from the highest to the lowest. The twenty five 

products which display the highest intra-regional trade potential are given in 

Table 11. The comparison is also made between what is currently traded 

between member states of BSEC and what the intra-regional trade potential 

actually is (indicated as relative indicative trade potential). In the case of motor 

vehicles (HS87421) for example, the intra-regional trade potential is 

calculated as US$2.2 billion. However, the region only trades around 5% of 

this amount so that the relative indicative trade potential is 95%. In the case of 

Copper, the intra-regional trade potential is calculated as $1.1 billion, which is 

mainly exported by Russia and Bulgaria. The region’s principal importers of 

this product group are Turkey and Greece (see Annex 2.3 and 2.4 for detailed 

tables of results for the 300 highest ranking products). 

The highest indicative trade potential is primarily in the heavy and high 

technology manufacturing sectors owing to the large size of trade flows in this 

area. Russia and Turkey dominate intra-regional export potential while 

Romania and Ukraine primarily dominate intra-regional import potential. 

However, other smaller countries such as Serbia and Montenegro and Bulgaria 

have a high indicative export potential. Based on the results of both the gravity 

equation and the trade flow analysis, there appear to be an enormous 

untapped intra-regional trade potential which should be the focus of efforts by 

trade promotion organisations in the BSEC region.     

 

The highest The highest The highest The highest 
indicative trade indicative trade indicative trade indicative trade 
potential is potential is potential is potential is 
primarily in the primarily in the primarily in the primarily in the 
heavy and high heavy and high heavy and high heavy and high 
technology technology technology technology 
manufacturing manufacturing manufacturing manufacturing 
sectorssectorssectorssectors 
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                      Table 11. Twenty five products with the highest indicative intra-regional trade potential (US$ Millions) 

 

Source: Author calculations based on UNSD Comtrade statistics, 2007 

To summarise the sectors which show the highest intra-regional trade potential, 

based on the results of both the gravity simulation model and the trade flow analysis, 

are the food and agro-based industries, beverages, paper and printed materials, 

wood and wood articles, textiles and garments, vehicles, metallic products and 

rubber products. Many other important product groups which should be further 

investigated include pharmaceutical products (in particular medicaments for 

prophylactic or therapeutic purposes, medicaments containing alkaloids and 

medicaments containing antibiotics) and household electrical appliances (such as 

ovens).     

Indicative Trade 
Potential

Relative 
Indicative Trade 

Potential (%)

All Products 96,110     
1  870421 Motor vehicles for the transport of goods, with compression-ignition internal combustion piston engines of a gross vehicle weight <= 5 tonnes (excl. dumpers for off-highway use of subheading 8704,10 and special purpose motor vehicles of heading 8705)2,170     95
2  870323 Motor cars and other motor vehicles principally designed for the transport of persons, incl. station wagons and racing cars, with spark-ignition internal combustion reciprocating piston engine of a cylinder capacity > 1.500 cmü but <= 3.000 cmü (excl. veh1,635     75
3  870332 Motor cars and other motor vehicles principally designed for the transport of persons, incl. station wagons and racing cars, with compression-ignition internal combustion piston engines of a cylinder capacity > 1.500 cmü but <= 2.500 cmü (excl. vehicles f1,556     97
4  740311 Copper, refined, in the form of cathodes and sections of cathodes 1,098     91
5  720449 Waste and scrap of iron or steel "ECSC" (excl. slag, scale and other waste of the production of iron and steel; radioactive waste and scrap; fragments of pigs, blocks or other primary forms of pig iron or spiegeleisen; waste and scrap of cast iron, alloy 1,056     43
6  852812 Television receivers, colour, whether or not incorporating radio-broadcast receivers or sound or video recording or reproducing apparatus1,004     34
7  890190 Vessels for the transport of goods and vessels for the transport of both persons and goods (excl. refrigerated vessels, tankers, ferry-boats and vessels principally designed for the transport of persons)912     58
8  300490 Medicaments consisting of mixed or unmixed products for therapeutic or prophylactic purposes, in measured doses or put up for retail sale (excl. antibiotics containing hormones or steroids used as hormones, but not containing antibiotics, alkaloids or der880     86
9  870899 Parts and accessories, for tractors, motor vehicles for the transport of ten or more persons, motor cars and other motor vehicles principally designed for the transport of persons, motor vehicles for the transport of goods and special purpose motor vehicl814     85
10  870322 Motor cars and other motor vehicles principally designed for the transport of persons, incl. station wagons and racing cars, with spark-ignition internal combustion reciprocating piston engine of a cylinder capacity > 1.000 cmü but <= 1.500 cmü (excl. veh733     69
11  890120 Tankers 732     96
12  401110 New pneumatic tyres, of rubber, of a kind used for motor cars, incl. station wagons and racing cars669     79
13  260112 Agglomerated iron ores and concentrates "ECSC" (excl. roasted iron pyrites) 585     61
14  260111 Non-agglomerated iron ores and concentrates "ECSC" (excl. roasted iron pyrites)533     87
15  730890 Structures and parts of structures, of iron or steel, n.e.s. (excl. bridges and bridge-sections, towers and lattice masts, doors and windows and their frames, thresholds for doors, props and similar equipment for scaffolding, shuttering, propping or pit-p511     77
16  840999 Parts suitable for use solely or principally with compression-ignition internal combustion piston engines, n.e.s.510     53
17  870829 Parts and accessories of bodies for tractors, motor vehicles for the transport of ten or more persons, motor cars and other motor vehicles principally designed for the transport of persons, motor vehicles for the transport of goods and special purpose mot483     86
18  870331 Motor cars and other motor vehicles principally designed for the transport of persons, incl. station wagons and racing cars, with compression-ignition internal combustion piston engines of a cylinder capacity <= 1.500 cmü (excl. vehicles for the transport467     78
19  870210 Motor vehicles for the transport of >= 10 persons, incl. driver, with compression-ignition internal combustion piston engine "diesel or semi-diesel"434     54
20  940360 Wooden furniture (excl. for offices, kitchens and bedrooms, and seats) 406     45
21  845011 Fully-automatic household or laundry-type washing machines 390     79
22  732690 Articles of iron or steel, n.e.s. (excl. cast articles or articles of iron or steel wire)385     88
23  401120 New pneumatic tyres, of rubber, of a kind used for buses and lorries (excl. typres with lug, corner or similar treads)370     63
24  480100 Newsprint, in rolls of a width > 15 cm or in square or rectangular sheets with one side > 36 cm and the other side > 15 cm in the unfolded state349     57
25  760612 Plates, sheets and strip, of non-alloy aluminium, of a thickness of > 0,2 mm, rectangular "including square" (excl. expanded plates, sheets and strip)325     85

Product DescriptionHS6Rank 
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• Food and food processing industry, in particular 
 

 
Source: Author calculations based on UNSD Comtrade statistics, 2007 

 
• Beverages, in particular 
 

 

 
Source: Author calculations based on UNSD Comtrade statistics, 2007 

 
  

HS6 Product Description
Indicative Trade 
Potential (US$ 

Mio)

Relative 
Indicative Trade 

Potential (%)

210690 Food preparations n.e.s. 209     66
170199 Cane or beet sugar and chemically pure sucrose, in solid form (excl. cane and beet sugar containing added flavouring or colouring and raw sugar)208     77
080610 Fresh grapes 161     70
190590 Bread, pastry, cakes, biscuits and other bakers' wares, whether or not containing cocoa; communion wafers, empty cachets of a kind suitable for pharmaceutical use, sealing wafers, rice paper and similar products (excl. crispbread, gingerbread and the like141     68
170490 Sugar confectionery not containing cocoa, incl. white chocolate (excl. chewing gum)133     58
080510 Fresh or dried oranges 101     56
030420 Frozen fish fillets 77     98
180632 Chocolate and other preparations containing cocoa, in blocks, slabs or bars of <= 2 kg (excl. filled)64     59
151620 Vegetable fats and oils and their fractions, partly or wholly hydrogenated, inter-esterified, re-esterified or elaidinised, whether or not refined, but not further prepared51     53
100110 Durum wheat 48     50
070960 Fresh or chilled fruits of the genus Capsicum or Pimenta 43     55
151790 Edible mixtures or preparations of animal or vegetable fats or oils and edible fractions of different fats or oils (excl. fats, oils and their fractions, partly or wholly hydrogenated, inter-esterified, re-esterified or elaidinised, whether or not refined42     51
050400 Guts, bladders and stomachs of animals (other than fish), whole and pieces thereof, fresh, chilled, frozen, salted, in brine, dried or smoked41     96
100510 Maize seed 41     79
200110 Cucumbers and gherkins, prepared or preserved by vinegar or acetic acid 39     65
071340 Dried, shelled lentils, whether or not skinned or split 37     53
040310 Yogurt, whether or not f lavoured or containing added sugar or other sweetening matter, fruits, nuts or cocoa34     70
210500 Ice cream and other edible ice, whether or not containing cocoa 34     70
040630 Processed cheese, not grated or powdered 33     79
030379 Frozen freshwater and saltwater f ish (excl. salmonidae, flat fish, tunas, skipjack or stripe-bellied bonito, herrings, cod, sardines, sardinella, brisling or sprats, haddock, coalfish, mackerel, dogfish and other sharks, eels, sea bass and hake)32     85

HS6 Product Description
Indicative Trade 
Potential (US$ 

Mio)

Relative 
Indicative Trade 

Potential (%)

220421 Wine of fresh grapes, incl. fortified wines, and grape must whose fermentation has been arrested by the addit ion of alcohol, in containers of <= 2 l (excl. sparkling wine)148     33
220300 Beer made from malt 96     39
220210 Waters, incl. mineral and aerated, with added sugar, sweetener or f lavour 77     78
220890 Ethyl alcohol of an alcoholic strength of < 80% vol, not denatured; spirits and other spirituous beverages (excl. compound alcoholic preparations of a kind used for the manufacture of beverages, spirits obtained by distilling grape wine or grape marc, whi51     35
220860 Vodka 42     22
220290 Non-alcoholic beverages (excl. water, fruit or vegetable juices and milk) 35     46
220820 Spirits obtained by distilling grape wine or grape marc 32     18
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• Wood and wood products, in particular 

 

 
Source: Author calculations based on UNSD Comtrade statistics, 2007 

• Textiles, garments and footwear, in particular 
 

 
Source: Author calculations based on UNSD Comtrade statistics, 2007 

 
 
 

  

HS6 Product Description
Indicative Trade 
Potential (US$ 

Mio)

Relative 
Indicative Trade 

Potential (%)

440920 Uncoated paper and paperboard, of a kind used for writing, printing or other graphic purposes, and punch card stock and punch tape paper, in rolls of a width > 15 cm or in square or rectangular sheets with one side > 36 cm and the other side > 15 cm in th138     59
480421 Particle board and similar board, of wood, whether or not agglomerated with resins or other organic bonding agents (excl. waferboard and oriented strand board, fibreboard, veneered particle board and hollow-core composite panels)125     57
441890 Semi-bleached or bleached non-coniferous chemical wood pulp, soda or sulphate (excl. dissolving grades)113     58
940360 Wooden furniture (excl. for offices, kitchens and bedrooms, and seats) 104     45
440890 Veneer sheets and sheets for plywood, whether or not spliced, and other wood, sawn lengthwise, sliced or peeled, whether or not planed, sanded or finger-jointed, of a thickness of <= 6 mm (excl. tropical wood specif ied in Subheading Note 1 to this chapter87     69
442190 Semi-bleached or bleached coniferous chemical wood pulp, soda or sulphate (excl. dissolving grades)59     90
491199 Builders' joinery and carpentry, of wood, incl. cellular wood panels (excl. windows, frenchwindows and their frames, doors and their frames and thresholds, parquet panels, blocks, strips and friezes, wooden shuttering for concrete constructional work, shi48     52
440710 Wood, incl. strips and friezes for parquet f looring, not assembled, continuously shaped "tongued, grooved, rebated, chamfered, V-jointed beaded, moulded, rounded or the like" along any of its edges or faces, whether or not planed, sanded or finger-jointed44     77
481840 Other articles of wood n.e.s. 39     26
940350 Wooden furniture for bedrooms (excl. seats) 35     61

HS6 Product Description
Indicative Trade 
Potential (US$ 

Mio)

Relative 
Indicative Trade 

Potential (%)

520942 Denim, containing >= 85% cotton by weight and weighing > 200 g/mý, made of yarn of different colours302     92
640399 Footwear with outer soles of rubber, plastics or composition leather, with uppers of leather (excl. covering the ankle, incorporating a protective metal toe-cap, made on a base or platform of wood, without in-soles, sports footwear, orthopaedic footwear a271     44
520100 Cotton, neither carded nor combed 203     49
620342 Men's or boys' trousers, bib and brace overalls, breeches and shorts, of cotton (excl. knitted or crocheted, underpants and swimwear)201     13
610910 T-shirts, singlets and other vests of cotton, knitted or crocheted 187     7
620462 Women's or girls' trousers, bib and brace overalls, breeches and shorts of cotton (excl. knitted or crocheted, panties and swimwear)155     10
611030 Jerseys, pullovers, cardigans, waistcoats and similar articles, of man-made fibres, knitted or crocheted (excl. wadded waistcoats)152     28
621210 Brassieres of all types of textile materials, whether or not elasticated, incl. knitted or crocheted115     46
611020 Jerseys, pullovers, cardigans, waistcoats and similar articles, of cotton, knitted or crocheted (excl. wadded waistcoats)110     12
640610 Uppers and parts thereof (excl. stiffeners and general parts made of asbestos)105     17
600230 Knitted or crocheted fabrics, of a width of > 30 cm, containing >= 5% by weight elastomeric yarn or rubber thread102     69
620520 Men's or boys' shirts of cotton (excl. knitted or crocheted, nightshirts, singlets and other vests)101     14
551511 Woven fabrics containing predominantly, but < 85% polyester staple fibres by weight, mixed principally or solely with viscose staple fibres93     44
640391 Footwear with outer soles of rubber, plastics or composition leather, with uppers of leather, covering the ankle (excl. incorporating a protective metal toe-cap, sports footwear, orthopaedic footwear and toy footwear)93     30
640359 Footwear with outer soles and uppers of leather (excl. covering the ankle, incorporating a protective metal toe-cap, made on a base or platform of wood, without in-soles, with uppers which consist of leather straps across the instep and around the big toe91     93
611010 Jerseys, pullovers, cardigans, waistcoats and similar articles, of wool or f ine animal hair, knitted or crocheted (excl. wadded waistcoats)89     33
600292 Fabrics, knitted or crocheted, of a width of > 30 cm, of cotton (excl. warp knit, and those containing >= 5% by weight elastomeric yarn or rubber thread)87     35
540761 Woven fabrics of yarn containing >= 85% by weight of non-textured polyester filaments, incl. monofilament of >= 67 decitex and a maximum diameter of <= 1 mm85     69
540233 Textured filament yarn of polyester (excl. that put up for retail sale) 84     87
520512 Single cotton yarn, of uncombed fibres, containing >= 85% cotton by weight and with a linear density of 232,56 decitex to < 714,29 decitex "> MC 14 to MC 43" (excl. sewing thread and yarn put up for retail sale)73     79
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• Leather products, in particular 

 
Source: Author calculations based on UNSD Comtrade statistics, 2007 
 

• Rubber products, in particular 

 
Source: Author calculations based on UNSD Comtrade statistics, 2007 
 

• Paper and Printed material, in particular 

 
Source: Author calculations based on UNSD Comtrade statistics, 2007 

 
 
 

HS6 Product Description
Indicative Trade 
Potential (US$ 

Mio)

Relative 
Indicative Trade 

Potential (%)

410422 Bovine leather, dehaired, mineral or synthetic pre-tanned only, whether or not split (excl. leather of whole hides, with a surface area of <= 2,6 mý)100     56
410431 Full grains and full grain splits of bovine and equine animals, dehaired, prepared after tanning66     87
410439 Bovine and equine leather, dehaired, prepared after tanning, incl. parchment-dressed (excl. leather of whole bovine hides, with a surface area of <= 2,6 mý, full grains and full grain splits, chamois leather, patent leather, patent laminated leather and m55     90
420221 Handbags, whether or not with shoulder straps, incl. those without handles, with outer surface of leather, composition leather or patent leather42     49
420310 Articles of apparel, of leather or composition leather (excl. clothing accessories, footware and headgear and parts thereof, and goods of chapter 95, e.g. shin guards, fencing masks)72     28
420500 Articles of leather or composition leather (excl. saddlery and harness bags; cases and similar containers; apparel and clothing accessories; articles for technical uses; whips, riding-crops and similar of heading 6602; furniture; lighting appliances; toys40     97
430310 Articles of apparel and clothing accessories of furskin (excl. gloves made of leather and furskin, footware and headgear and parts thereof)36     10

HS6 Product Description
Indicative Trade 
Potential (US$ 

Mio)

Relative 
Indicative Trade 

Potential (%)

401110 New pneumatic tyres, of rubber, of a kind used for motor cars, incl. station wagons and racing cars669     79
401120 New pneumatic tyres, of rubber, of a kind used for buses and lorries (excl. typres with lug, corner or similar treads)370     63
401699 Articles of vulcanized rubber other than hard rubber n.e.s. 191     92
400219 Styrene-butadiene rubber "SBR"; carboxylated styrene-butadiene rubber "XSBR", in primary forms or in plates, sheets or strip (excl. latex)85     38
401191 New pneumatic tyres, of rubber, with lug, herringbone or similar treads, of the type used for tractors, forestry vehicles, building machinery and construction vehicles64     35
400950 Tubes, pipes and hoses, of vulcanized rubber other than hard rubber, with f ittings58     86
401199 Pneumatic tyres, new, of rubber (excl. having a "herring-bone" or similar tread and pneumatic tyres of a kind used on motorcars, station wagons, racing cars, buses, lorries, aircraft, motorcycles and bicycles)53     82
401693 Gaskets, washers and other seals, of vulcanized rubber other than hard rubber (excl. those of cellular rubber)47     80
401012 Conveyor belts or belting, of vulcanized rubber, reinforced only with textile materials43     82
400920 Tubes, pipes and hoses, of vulcanized rubber other than hard rubber, reinforced or otherwise combined only with metal, without f ittings43     91
400930 Tubes, pipes and hoses, of vulcanized rubber other than hard rubber, reinforced or otherwise combined only with textile materials, without f ittings36     70
400239 Halo-isobutene-isoprene rubber "CIIR" or "BIIR", in primary forms or in plates, sheets or strip32     88

HS6 Product Description
Indicative Trade 
Potential (US$ 

Mio)

Relative 
Indicative Trade 

Potential (%)

481910 Newsprint, in rolls of a width > 15 cm or in square or rectangular sheets with one side > 36 cm and the other side > 15 cm in the unfolded state349     57
470321 Sanitary towels and tampons, napkins and napkin for babies and similar sanitary articles, of paper pulp, paper, cellulose wadding or webs of cellulose fibres170     70
480300 Printed books, brochures and similar printed matter (excl. those in single sheets; dictionaries, encyclopaedias, periodicals and publications which are essentially devoted to advertising)132     79
481139 Paper and paperboard, coated, impregnated or covered with artificial resins or plastics, in rolls of a width > 15 cm or in square or rectangular sheets with one side > 36 cm and the other side > 15 cm in the unfolded state (excl. bleached and weighing > 1104     48
490199 Doors and their frames and thresholds, of wood 74     79
441820 Toilet or facial tissue stock, towel or napkin stock and similar paper for household or sanitary purposes, cellulose wadding and webs of cellulose fibres, whether or not creped, crinkled, embossed, perforated, surface-coloured, surface-decorated or printe52     61
491191 Cartons, boxes and cases, of corrugated paper or paperboard 50     61
441121 Unbleached kraftliner, uncoated, in rolls of a width > 15 cm 50     80
470329 Sacks and bags, incl. cones, of paper, paperboard, cellulose wadding or webs of cellulose fibres (excl. those having a base of a width of >= 40 cm, and record sleeves)47     81
490110 Fibreboard of wood or other ligneous materials, whether or not agglomerated with resins or other organic bonding agents, with a density of > 0,5 g to 0,8 g/cmü (excl. mechanically worked or surface-coated; particle board, whether or not bonded with one or43     58
480252 Printed books, brochures and similar printed matter, in single sheets, whether or not folded (excl. periodicals and publications which are essentially devoted to advertising)41     80
481920 Newspapers, journals and periodicals, whether or not illustrated or containing advertising material (excl. those appearing at least four times a week)39     51
441019 Unbleached sack kraft paper, uncoated, in rolls of a width > 15 cm (excl. goods of headings 4802 and 4803)36     25
480560 Paper and paperboard, uncoated, in rolls of a width > 15 cm or in square or rectangular sheets with one side > 36 cm and the other side > 15 cm in the unfolded state, weighing <= 150 g/mý, n.e.s.35     64
480411 Pictures, prints and photographs n.e.s. 34     98
480100 Printed matter n.e.s. 33     80
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• Metal products, in particular 

 

 
Source: Author calculations based on UNSD Comtrade statistics, 2007 

 

• Vehicles and vehicle parts, in particular 
 

 
Source: Author calculations based on UNSD Comtrade statistics, 2007 

HS6 Product Description
Indicative Trade 
Potential (US$ 

Mio)

Relative 
Indicative Trade 

Potential (%)

740311 Copper, refined, in the form of cathodes and sections of cathodes 1,098     91
720449 Waste and scrap of iron or steel "ECSC" (excl. slag, scale and other waste of the production of iron and steel; radioactive waste and scrap; fragments of pigs, blocks or other primary forms of pig iron or spiegeleisen; waste and scrap of cast iron, alloy 1,056     43
730890 Structures and parts of structures, of iron or steel, n.e.s. (excl. bridges and bridge-sections, towers and lattice masts, doors and windows and their frames, thresholds for doors, props and similar equipment for scaffolding, shuttering, propping or pit-p511     77
732690 Articles of iron or steel, n.e.s. (excl. cast articles or articles of iron or steel wire)385     88
760612 Plates, sheets and strip, of non-alloy aluminium, of a thickness of > 0,2 mm, rectangular "including square" (excl. expanded plates, sheets and strip)325     85
720839 Flat-rolled products of iron or non-alloy steel, of a width of >= 600 mm, in coils, simply hot-rolled, not clad, plated or coated, of a thickness of < 3 mm, not pickled, without patterns in relief "ECSC"294     10
721049 Flat-rolled products of iron or non-alloy steel, of a width of >= 600 mm, hot-rolled or cold-rolled "cold-reduced", not corrugated, tinned (excl. electrolytically plated or coated with zinc)259     48
760120 Unwrought aluminium alloys 231     18
730410 Line pipe of a kind used for oil or gas pipelines, seamless, of iron or steel (excl. products of cast iron)213     90
721391 Bars and rods, hot-rolled, in irregularly wound coils, of iron or non-alloy steel, of circular cross-section measuring < 14 mm in diameter "ECSC" (excl. bars and rods of free-cutting steel, and bars and rods with indentations, ribs, grooves or other defor208     19
720851 Flat-rolled products of iron or non-alloy steel, of a width >= 600 mm, not in coils, simply hot-rolled, not clad, plated or coated, of a thickness of > 10 mm, without patterns in relief "ECSC"190     9
720838 Flat-rolled products of iron or non-alloy steel, of a width of >= 600 mm, in coils, simply hot-rolled, not clad, plated or coated, of a thickness of >= 3 mm but < 4,75 mm, not pickled, without patterns in relief "ECSC"189     22
721012 Flat-rolled products of iron or non-alloy steel, of a width of >= 600 mm, hot-rolled or cold-rolled "cold-reduced", tinned, of a thickness of < 0,5 mm173     77
720917 Flat-rolled products of iron or non-alloy steel, of a width of >= 600 mm, in coils, simply cold-rolled "cold-reduced", not clad, plated or coated, of a thickness of >= 0,5 mm but <= 1 mm "ECSC"162     20
732111 Appliances for baking, frying, grilling and cooking and plate warmers, for domestic use, of iron or steel, for gas fuel or for both gas and other fuels (excl. large cooking appliances)138     69
760110 Aluminium, not alloyed, unwrought 135     4
732219 Radiators for central heating, not electrically heated, and parts thereof, of iron other than cast iron or steel (excl. parts, elsewhere specified or included, and central-heating boilers)133     49
720712 Semi-finished products of iron or non-alloy steel containing, by weight, < 0,25% of carbon, of square not rectangular cross-section, the width measuring >= twice the thickness131     4
760429 Bars, rods and solid profiles, of aluminium alloys, n.e.s. 113     18
720837 Flat-rolled products of iron or non-alloy steel, of a width of >= 600 mm, in coils, simply hot-rolled, not clad, plated or coated, of a thickness of >= 4,75 mm but < 10 mm, not pickled, without patterns in relief "ECSC"112     20

HS6 Product Description
Indicative Trade 
Potential (US$ 

Mio)

Relative 
Indicative Trade 

Potential (%)

870421 Motor vehicles for the transport of goods, with compression-ignition internal combustion piston engines of a gross vehicle weight <= 5 tonnes (excl. dumpers for off-highway use of subheading 8704,10 and special purpose motor vehicles of heading 8705)2,170     95
870323 Motor cars and other motor vehicles principally designed for the transport of persons, incl. station wagons and racing cars, with spark-ignit ion internal combustion reciprocating piston engine of a cylinder capacity > 1.500 cmü but <= 3.000 cmü (excl. veh1,635     75
870332 Motor cars and other motor vehicles principally designed for the transport of persons, incl. station wagons and racing cars, with compression-ignition internal combustion piston engines of a cylinder capacity > 1.500 cmü but <= 2.500 cmü (excl. vehicles f1,556     97
852812 Television receivers, colour, whether or not incorporating radio-broadcast receivers or sound or video recording or reproducing apparatus1,004     34
870899 Parts and accessories, for tractors, motor vehicles for the transport of ten or more persons, motor cars and other motor vehicles principally designed for the transport of persons, motor vehicles for the transport of goods and special purpose motor vehicl814     85
870322 Motor cars and other motor vehicles principally designed for the transport of persons, incl. station wagons and racing cars, with spark-ignit ion internal combustion reciprocating piston engine of a cylinder capacity > 1.000 cmü but <= 1.500 cmü (excl. veh733     69
840999 Parts suitable for use solely or principally with compression-ignition internal combustion piston engines, n.e.s.510     53
870829 Parts and accessories of bodies for tractors, motor vehicles for the transport of ten or more persons, motor cars and other motor vehicles principally designed for the transport of persons, motor vehicles for the transport of goods and special purpose mot483     86
870331 Motor cars and other motor vehicles principally designed for the transport of persons, incl. station wagons and racing cars, with compression-ignition internal combustion piston engines of a cylinder capacity <= 1.500 cmü (excl. vehicles for the transport467     78
870210 Motor vehicles for the transport of >= 10 persons, incl. driver, with compression-ignition internal combustion piston engine "diesel or semi-diesel"434     54
845011 Fully-automatic household or laundry-type washing machines 390     79
841480 Air pumps, air or other gas compressors and ventilating or recycling hoods incorporating a fan, whether or not fitted with filters, having a maximum horizontal side > 120 cm (excl. vacuum pumps, hand- or foot-operated air pumps, compressors for refrigerat323     78
848180 Appliances for pipes, boiler shells, tanks, vats or the like (excl. pressure-reducing valves, valves for the control of pneumatic power transmission, check valves and safety or relief valves)295     75
854459 Electric conductors, for a voltage > 80 V but <= 1.000 V, not fit ted with connectors, n.e.s.279     43
851660 Electric ovens, cookers, cooking plates and boiling rings; electric grillers and roasters for domestic use (excl. space heating stoves and microwave ovens)272     82
870870 Road wheels and parts and accessories thereof, for tractors, motor vehicles for the transport of ten or more persons, motor cars and other motor vehicles principally designed for the transport of persons, motor vehicles for the transport of goods and spec268     74
870120 Road tractors for semi-trailers 233     88
843149 Parts of machinery of headings 8426, 8429 and 8430 n.e.s. 219     57
852520 Transmission apparatus incorporating reception apparatus, for radio-telephony, radio-telegraphy, radio-broadcasting or television215     94
853710 Boards, cabinets and similar combinations of apparatus for electric control or the distribution of electricity, for a voltage <= 1.000 V208     79
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IIIIIIII.3. Trade pr.3. Trade pr.3. Trade pr.3. Trade preferenceseferenceseferenceseferences    in in in in BSECBSECBSECBSEC    
 

 

The Organization of the Black Sea Economic Cooperation has promoted a 

departure from previously protectionist and import-substitution policies existing 

in the region into a more open outward-looking export oriented paradigm. 

Countries in the region have undergone structural adjustment programmes, 

gradually moved to a market economy and encouraged international 

competitiveness. By analysing the tariff structure of the region, several 

characteristics can be highlighted to evaluate the level of openness and 

attractiveness for trade and investment in the region. In particular, with trade 

integration efforts, barriers to trade existing between member countries (tariff and 

non-tariff) are expected to fall while those with the outside world are expected to 

remain constant (or phased down in line with multilateral trade negotiations).  

 

There is currently no common external tariff for the region. The BSEC envisages 

the free flow of goods and services, factors of production and capital, and 

encourages interaction between Member States and private sector organizations, 

but it does not aim to form a customs union at this stage.  Three countries 

(Greece, Bulgaria and Romania) belong to the European Union and have 

therefore adopted the same tariff structure as the EU. The other countries apply 

their own individual tariff rates. 

 

The current tariff structure is quite different from one country to another. The 

dispersion for the Most Favoured Nation (MFN) tariff rates can range from 0 

percent to 1,000 percent and the differences between the countries’ tariff 

structures are sometimes very pronounced. For instance, Armenia has an MFN 

rate of 1,000 percent on cigars, cheroots and cigarillos containing tobacco, while 

other countries in BSEC apply a tariff rate between 0 percent and 60 percent. 

 

Countries in the Countries in the Countries in the Countries in the 
region have region have region have region have 
unununundergone dergone dergone dergone 
structural structural structural structural 
adjustment adjustment adjustment adjustment 
programmes, programmes, programmes, programmes, 
gradually moved gradually moved gradually moved gradually moved     
to a market to a market to a market to a market 
economy and economy and economy and economy and 
encouraged encouraged encouraged encouraged 
international international international international 
competitivenesscompetitivenesscompetitivenesscompetitiveness 
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The regional economic cooperation has adopted a strategy which allows Member 

States to progress at different speeds into the liberalisation process, and permit them 

to have bilateral preferences with partners that share common interests in specific 

sectors. This approach has the advantage of conferring flexibility for member states 

and also to formulate independently from others their trade policy. However, this 

also can lead to trade deviation effects and inefficiencies. 

 

Figure 4 provides a summary of the principal tariff peaks which exist in the region 

and the dispersion between the highest and lowest tariff for a given good across 

BSEC.  Tariffs have sometimes been converted from specific tariffs to ad-valorem 

equivalent tariffs in order to make cross country comparisons.  

 

This can sometimes lead to different ad valorem equivalent tariffs despite the fact 

that two countries may apply the exact same specific tariff but to different valued 

goods. In Figure 4, alcohol is subject to a maximum tariff rate of around 600 

percent for one country in BSEC (Ukraine) while it only is subject to a tariff rate of 3 

percent in Turkey. In this case, and in the event that tariffs between Turkey and 

Ukraine are nil (as expected in a free trade area), one would expect it to be highly 

beneficial for Turkey to supply the Ukrainian market since it benefits from a 600 

percent preferential margin over countries with which Ukraine has not signed a free 

trade agreement. 

 



 

  44/139 
 

 

 

 

Figure 4. Selection of tariff Peaks in the BSEC Region, 2006 

 
Source: ITC MacMaps 

 
Table 12 has listed the principal products at the HS6 digit level which are subject to 

tariff peaks. These include primarily meats and agricultural produce. Armenia and 

Albania tend to have the lowest tariff rates in these selected products (which range 

from 0-15 percent) while Turkey, Ukraine, Romania and Bulgaria have a significant 

number of peaks (ranging from 60 to 581 percent). 
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Table 12. Selected Peaks, Maxima and Minima Tariffs in BSEC, 2006 

HS6HS6HS6HS6    DescriptionDescriptionDescriptionDescription    

No of No of No of No of BSEC BSEC BSEC BSEC 
countries countries countries countries 

presenting a presenting a presenting a presenting a 
peak peak peak peak     

Max Max Max Max     
MFN in MFN in MFN in MFN in 
BSECBSECBSECBSEC    

Country Country Country Country 
with max with max with max with max 
MFNMFNMFNMFN    

Min Min Min Min 
MFN in MFN in MFN in MFN in 
BSECBSECBSECBSEC    

Country Country Country Country 
with min with min with min with min 
MFNMFNMFNMFN    

220429 Wine of fresh grapes, incl. fortified wines 9 378 Ukraine 15 Albania 

220710 Unden. ethyl alcohol, alcoholic strength>= 80% 9 581 Ukraine 3 Turkey 

020714 Frozen cuts and edible offal of fowls 8 75 Bulgaria 10 Armenia 

160232 Meat or offal of fowls, prepared or preserved  8 122 Turkey 10 Armenia 

160239 Meat of ducks, geese and guinea fowls 8 122 Turkey 10 Armenia 

160242 Prepared shoulders and cuts thereof, of swine 8 122 Turkey 10 Armenia 

170111 Raw cane sugar  8 142 Ukraine 2 Albania 

170199 Cane or beet sugar and chemically pure sucrose 8 135 Turkey 10 Albania 

220600 Cider, perry, mead 7 80 Azerbaijan 5 Albania 

220720 Denatured ethyl alcohol and other spirits  7 565 Ukraine 3 Turkey 

220840 Rum and tafia 7 95 Ukraine 0 Turkey 

220850 Gin and Geneva 7 101 Ukraine 0 Turkey 

220870 Liqueurs and cordials 7 65 Ukraine 0 Turkey 

220890 Ethyl alcohol of an alcoholic strength of < 80%  7 84 Azerbaijan 0 Turkey 

020311 Fresh or chilled carcases/half-carcases of swine 7 225 Turkey 10 Armenia 

020312 Hams, shoulders and cuts thereof of swine 7 225 Turkey 10 Armenia 

020319 Fresh or chilled meat of swine  7 225 Turkey 10 Armenia 

020321 Frozen carcases and half-carcases of swine 7 225 Turkey 10 Armenia 

020322 Frozen hams 7 225 Turkey 0 Armenia 

020329 Frozen meat of swine nes 7 225 Turkey 10 Armenia 

020711 Fresh or chilled fowls  7 68 Bulgaria 10 Albania 

020712 Frozen fowls  7 68 Bulgaria 10 Albania 

020713 Fresh or chilled cuts and edible offal of fowls  7 187 Ukraine 10 Albania 

020726 Fresh or chilled cuts and edible offal of turkeys  7 208 Ukraine 10 Albania 

020727 Frozen cuts and edible offal of turkeys  7 277 Ukraine 10 Albania 

040510 Butter (excl. dehydrated butter and ghee) 7 140 Turkey 10 Armenia 

040590 Fats and oils derived from milk 7 140 Turkey 10 Armenia 

040900 Natural honey 7 40 Bulgaria 10 Albania 

160100 Sausages and similar products 7 96 Turkey 10 Armenia 

160231 Meat or offal of turkeys, prepared or preserved  7 122 Turkey 8.5 Greece 

160241 Hams and cuts thereof, prepared or preserved 7 122 Turkey 10 Albania 

170112 Raw beet sugar  7 135 Turkey 0.5 Azerbaijan 

220300 Beer made from malt 7 159 Russia 0 Greece 

220430 Grape must  7 60 Romania 0.5 Azerbaijan 

240310 Smoking tobacco 7 98 Romania 0 Armenia 

240399 Chewing tobacco 7 98 Romania 0 Armenia 

Note: n.e.s. Not elsewhere specified; a peak is defined as a tariff which exceeds three times the average tariff for all goods. 

Source: ITC MacMaps, 2007 
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IIIIIIII....4444. Services. Services. Services. Services    
 

With the exception of Azerbaijan and Armenia, which are primarily agricultural 

based economies, the BSEC region is characterised by an important services 

sector, which accounts for the bulk of economic activity (see Figure 5). Greece 

has the largest relative service sector, owing to its large shipping and tourism 

sectors. The average size of the service sector in the BSEC region is around 59% 

of GDP.  

Figure 5 Share of services in GDP in BSEC (2005) 

 

Note: No data available for Albania 
Source: Estimations from author and World Bank World Development Indicators database, 2007 

 

BSEC countries have also managed to successfully compete in the international 

trading system in the area of services. This is particularly the case for countries 

like Albania, Bulgaria and Moldova, where trade in services represents over 25 

percent of GDP. Moreover, most countries in BSEC register a positive trade 

balance for services. Greece has the largest surplus (at around US$20 billion), 

The average size The average size The average size The average size 
of the service of the service of the service of the service 
sector in the sector in the sector in the sector in the 
BSEC region is BSEC region is BSEC region is BSEC region is 
around 59% of around 59% of around 59% of around 59% of 
GDPGDPGDPGDP 
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followed by Turkey (around US$ 15 billion). Russia has the largest deficit in 

services, at around (US$14 billion) (see Figure 6).  

Figure 6. Relative and absolute importance of exports in commercial services   

 
 

Source: WTO International Trade Statistics 2006, Geneva 

Countries in the region have performed extremely well vis-à-vis the world 

market. Table 13 summarises the performance for BSEC broken down into 

major service sectors. In insurance services, BSEC countries have almost all  

performed better than the world market, except for Georgia and Romania, who 

both experienced lower growth than the world trend. BSEC countries have also 

tended to perform well in computer and related services, where growth has  

been above world trends. Azerbaijan’s exports of services outperformed the 

world market in 9 out of 10 service sector between 2003 and 2005. A similar 

performance was matched by Russia and Ukraine. Weaker performance has 

been recorded in construction and personal, cultural and recreational services.  

BSEC countries BSEC countries BSEC countries BSEC countries 
have have have have tended tended tended tended to to to to 
perform well in perform well in perform well in perform well in 
compucompucompucomputer and ter and ter and ter and 
related services, related services, related services, related services, 
where growth has where growth has where growth has where growth has 
been above world been above world been above world been above world 
trendstrendstrendstrends 
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Table 13. Performance of trade in services in BSEC (2003-05) 

 

DescriptionDescriptionDescriptionDescription    
ALB ARM AZE BGR GEO GRE ROM RUS TUR UKR 

MMMM    XXXX    MMMM    XXXX    MMMM    XXXX    MMMM    XXXX    MMMM    XXXX    MMMM    XXXX    MMMM    XXXX    MMMM    XXXX    MMMM    XXXX    MMMM    XXXX    

Transportation - + - - + - + + + - - - + - + + + + + - 

Travel + + - + + + - - - - - - + + + + - + + + 

Construction  - - - - + + - - - + - + + + + + - - - + 

Insurance  + + + + + + - + + - + + - - + + + + - + 

Financial  + - - + + + + - + + - - + + + + - + + + 

Computer & information + + + + + + + + + + + + + + - + + + + + 

Royalties and license fees - - + + - + + - - + - + + + + - + + + + 

Other business  + + + + - + + + - - + - + + - + - - - + 

Personal, cultural & recreational  + + - + - + - - + + - - - - + + - - + + 

Other  + + + + + + - - + + - - - - + + - - + + 

Note:  M denotes import performance vis-à-vis world import growth, while X denotes export performance vis-à-vis world export 
growth. + denotes a performance which outstrips world growth, while “—“ denotes a performance which is worse than    world    
growth.Source: Calculation by the author based on statistics from ITC, WTO and IMF 

 

Using the same methodology employed for the trade flow analysis of goods, namely 

comparing the export of services for one country with the import of services of 

another country, one can compute an approximate indicative trade potential between 

two countries. A major limitation of this approach is that the level of aggregation of 

services is relatively high, leading to an overestimation bias. Moreover, services are 

far more differentiated than goods, and thus this methodology needs to be further 

corroborated with qualitative information in the respective countries. Finally, the 

statistics for trade in services are far less reliable than is the case for goods (see box 3). 

 

Box 3. Source of statistics on trade in services and data availability 
 
The data on Services used in our analysis are based on WTO, IMF, OECD and 

Eurostat data, at different levels of detail and aggregation. No data are available 

for Moldova and Serbia & Montenegro, while all the other BSEC countries 

reported data on trade flow and growth in all key sectors in Services for the last 

5 years. Eurostat sources for 2005 for the sector “Other Services” corresponds to 

2004 figures, and WTO sources for 2005 are not updated for Armenia and 

Georgia in three sectors (Transportation, Travel and Other commercial services). 

For these three sectors, 2004 estimates are used.  
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The result for the BSEC region as a whole is that there is a major overlap of trade 

flows and that the current export capacity in services could be absorbed by BSEC 

member states which import those same services. The breakdown of services suggests 

that the highest intra-regional trade potential lies in travel and transportation services 

which account for three quarters of all the potential (see Figure 7). Nevertheless, there 

exists potential in other smaller sectors, such as cultural and recreational services 

(US$1.5 billion), financial and insurance services (US$1 billion each) and computer 

services (US$1 billion). 

 

                   Figure 7 Indicative potential for trade in services in BSEC 

                        

 
                               Source: Authors’ calculations based on 2005 statistics from ITC, WTO, IMF 

 

The breakdown of trade potential at the individual country level is provided in 

Tables 14a-14j. Most countries record the highest trade potential in travel and 

transportation, with the exception of Azerbaijan, Romania and Russia. Most 

countries do not have sufficiently large export potential to satisfy all the regional  
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demand for service imports. For example, Albania exports US$16 million of 

financial services to the world, yet the BSEC region has a total demand of some 

US$1.8 billion from abroad which could theoretically be provided by the region. 

Table 14a. Indicative Service Export Potential for Albania to the BSEC region (2005) 
(US$ Thousands) 

  Service Description 
Source 
of data 

Indicative 
Trade Potential 

Current Albania 
exports  to 

World 

Current BSEC 10 
(less Albania) 

im ports  from  World 

(A) = min (i, ii) (i) (ii) 

  All Services   1,260,803 1,260,803 109,687,243 

236 Travel WTO 883,160 883,160 26,922,762 

2OS Other commercial services WTO 146,880 146,880 30,244,032 

205 Transportation WTO 128,010 128,010 25,000,292 

268 Other business services IMF  56,558 56,558 11,378,704 

287 Personal, cultural & rec. services IMF  18,122 18,122 955,252 

260 Financial services IMF  15,985 15,985 1,818,083 

253 Insurance services IMF  5,728 5,728 3,254,359 

262 Computer & info. services IMF  3,149 3,149 1,214,040 

249 Construction services IMF  2,706 2,706 5,749,595 

266 Royalties & license fees IMF  505 505 3,150,124 

981 Other Services Eurostat 0 n.a. n.a. 

Source: Author’s calculations based on data f rom ITC, WTO, IMF and Eurostat  
 

Table 14b. Indicative Service Export Potential for Armenia to the BSEC region (2005) (US$ 
Thousands)))) 
 

     Service DescriptionService DescriptionService DescriptionService Description    
Source Source Source Source 
of dataof dataof dataof data    

Indicative Trade Indicative Trade Indicative Trade Indicative Trade 
PotentialPotentialPotentialPotential    

Current Armenia Current Armenia Current Armenia Current Armenia 
eeeexports to Worldxports to Worldxports to Worldxports to World    

Current BSEC 10 (less Current BSEC 10 (less Current BSEC 10 (less Current BSEC 10 (less 
Armenia) imports Armenia) imports Armenia) imports Armenia) imports 

from Worldfrom Worldfrom Worldfrom World    

(A) = min (i, ii)(A) = min (i, ii)(A) = min (i, ii)(A) = min (i, ii)    (i)(i)(i)(i)    (ii)(ii)(ii)(ii)    

    
 All ServicesAll ServicesAll ServicesAll Services         300,813300,813300,813300,813    300,813300,813300,813300,813    107,708,595107,708,595107,708,595107,708,595    

236 Travel WTO 85,470 85,470 27,672,264 

2OS Other commercial services WTO 79,356 79,356 30,380,164 

205 Transportation WTO 73,558 73,558 25,054,816 

262 Computer & info. services IMF  22,443 22,443 1,215,908 

253 Insurance services IMF  11,889 11,889 3,261,187 

249 Construction services IMF  10,560 10,560 5,748,402 

268 Other business services IMF  9,530 9,530 11,489,595 

287 Personal, cultural & rec. services IMF  4,780 4,780 1,052,622 

260 Financial services IMF  3,227 3,227 1,833,637 

981 Other Services Eurostat 0 n.a. n.a. 

266 Royalties & license fees IMF  0 n.a. n.a. 

Source: Author’s calculations based on data from ITC, WTO, IMF and Eurostat        
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Table 14c. Indicative Service Export Potential for Azerbaijan to the BSEC region (2005) 
(US$ Thousands) 

 

  Service Description 
Source 
of data 

Indicative 
Trade Potential 

Current 
Azerbaijan 
exports  to 

World 

Current BSEC 10 
(less Azerbaijan) 

im ports  from  World 

(A) = min (i, ii) (i) (ii) 

  All Services   847,983 847,983 106,606,825 

2OS Other commercial services WTO 277,004 277,004 28,466,058 

268 Other business services IMF  251,695 251,695 10,993,054 

205 Transportation WTO 218,904 218,904 24,837,558 

236 Travel WTO 79,880 79,880 27,562,710 

249 Construction services IMF  9,430 9,430 4,252,352 

253 Insurance services IMF  7,841 7,841 3,244,295 

287 Personal, cultural & rec. services IMF  3,000 3,000 1,054,282 

262 Computer & info. services IMF  127 127 1,217,140 

260 Financial services IMF  96 96 1,825,094 

266 Royalties & license fees IMF  6 6 3,154,282 

981 Other Services Eurostat 0 n.a. n.a. 

Source: Author’s calculations based on data f rom ITC, WTO, IMF and Eurostat  
 

Table 14d. Indicative Service Export Potential for Bulgaria to the BSEC region (2005) 
(US$ Thousands) 

 

  Service Description 
Source 
of data 

Indicative 
Trade Potential 

Current 
Bulgaria 

exports  to 
World 

Current BSEC 10 
(less Bulgaria) 

im ports  from  World 

(A) = min (i, ii) (i) (ii) 

  All Services   5,478,159 5,478,159 115,644,106 

236 Travel WTO 2,381,190 2,381,190 26,705,354 

205 Transportation WTO 1,361,464 1,361,464 23,341,514 

2OS Other commercial services WTO 690,904 690,904 29,493,150 

981 Other Services Eurostat 427,534 427,534 9,178,357 

268 Other business services IMF  403,304 403,304 10,933,152 

249 Construction services IMF  90,130 90,130 5,698,834 

287 Personal, cultural & rec. services IMF  39,143 39,143 1,042,894 

262 Computer & info. services IMF  31,989 31,989 1,178,594 

253 Insurance services IMF  29,414 29,414 3,191,644 

260 Financial services IMF  18,159 18,159 1,803,769 

266 Royalties & license fees IMF  4,928 4,928 3,076,844 

Source: Author’s calculations based on data f rom ITC, WTO, IMF and Eurostat  
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Table 14e. Indicative Service Export Potential for Georgia to the BSEC region (2005)  
(US$ Thousands) 
 

     Service DescriptionService DescriptionService DescriptionService Description    
Source Source Source Source 
of dataof dataof dataof data    

Indicative Trade Indicative Trade Indicative Trade Indicative Trade 
PotentialPotentialPotentialPotential    

Current Georgia Current Georgia Current Georgia Current Georgia 
exports to Worldexports to Worldexports to Worldexports to World    

Current BSEC 10 (less Current BSEC 10 (less Current BSEC 10 (less Current BSEC 10 (less 
Georgia) iGeorgia) iGeorgia) iGeorgia) imports from mports from mports from mports from 

WorldWorldWorldWorld    

(A) = min (i, ii)(A) = min (i, ii)(A) = min (i, ii)(A) = min (i, ii)    (i)(i)(i)(i)    (ii)(ii)(ii)(ii)    

  All ServicesAll ServicesAll ServicesAll Services         543,376543,376543,376543,376    546,541546,541546,541546,541    109,618,561109,618,561109,618,561109,618,561    

205 Transportation WTO 249,724 249,724 25,028,680 

236 Travel WTO 176,606 176,606 27,589,578 

2OS Other commercial services WTO 65,574 65,574 30,356,298 

260 Financial services IMF  20,269 20,269 1,833,346 

253 Insurance services IMF  10,955 10,955 3,227,199 

268 Other business services IMF  10,835 10,835 11,482,135 

266 Royalties & license fees IMF  9,294 9,294 3,149,008 

262 Computer & info. services IMF  119 119 1,216,348 

981 Other Services Eurostat 0 n.a. n.a. 

249 Construction services IMF  0 n.a. 5,735,969 

287 Personal, cultural & rec. services IMF  0 3,165 n.a. 

Source: Author’s calculations based on data from ITC, WTO, IMF and Eurostat        

    

Table 14f. Indicative Service Export Potential for Greece to the BSEC region (2005)  

(US$ Thousands) 
 

     Service DescriptionService DescriptionService DescriptionService Description    
Source Source Source Source 
of dataof dataof dataof data    

Indicative Trade Indicative Trade Indicative Trade Indicative Trade 
PotentialPotentialPotentialPotential    

Current Greece Current Greece Current Greece Current Greece 
exports to Worldexports to Worldexports to Worldexports to World    

Current BSEC 10 (less Current BSEC 10 (less Current BSEC 10 (less Current BSEC 10 (less 
Greece) imports from Greece) imports from Greece) imports from Greece) imports from 

WorldWorldWorldWorld    

(A) = min (i, ii)(A) = min (i, ii)(A) = min (i, ii)(A) = min (i, ii)    (i)(i)(i)(i)    (ii)(ii)(ii)(ii)    

  All ServicesAll ServicesAll ServicesAll Services         40,690,14140,690,14140,690,14140,690,141    40,690,14140,690,14140,690,14140,690,141    99,297,99799,297,99799,297,99799,297,997    

205 Transportation WTO 17,266,234 17,266,234 17,465,664 

236 Travel WTO 13,581,712 13,581,712 24,692,152 

981 Other Services Eurostat 3,836,886 3,836,886 5,574,073 

2OS Other commercial services WTO 3,211,934 3,211,934 26,934,166 

268 Other business services IMF  1,736,730 1,736,730 10,084,065 

249 Construction services IMF  286,495 286,495 5,652,428 

253 Insurance services IMF  264,031 264,031 2,552,856 

262 Computer & info. services IMF  173,472 173,472 995,820 

287 Personal, cultural & rec. services IMF  165,681 165,681 874,758 

260 Financial services IMF  106,736 106,736 1,759,411 

266 Royalties & license fees IMF  60,230 60,230 2,712,604 

Source: Author’s calculations based on data from ITC, WTO, IMF and Eurostat        
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Table 14g. Indicative Service Export Potential for Romania to the BSEC region (2005) 
(US$ Thousands) 

 

  Service Description 
Source 
of data 

Indicative 
Trade Potential 

Current 
Rom ania 
exports  to 

World 

Current BSEC 10 
(less Rom ania) 

im ports  from  World 

(A) = min (i, ii) (i) (ii) 

  All Services   8,312,980 8,312,980 111,344,421 

2OS Other commercial services WTO 2,519,850 2,519,850 27,779,730 

981 Other Services Eurostat 1,547,326 1,547,326 7,765,124 

205 Transportation WTO 1,425,938 1,425,938 23,249,118 

236 Travel WTO 1,037,656 1,037,656 26,898,506 

268 Other business services IMF  1,012,650 1,012,650 10,454,485 

262 Computer & info. services IMF  312,190 312,190 876,628 

249 Construction services IMF  195,120 195,120 5,554,142 

260 Financial services IMF  102,500 102,500 1,674,062 

287 Personal, cultural & rec. services IMF  93,070 93,070 954,592 

266 Royalties & license fees IMF  45,620 45,620 2,981,988 

253 Insurance services IMF  21,060 21,060 3,156,046 

Source: Author’s calculations based on data f rom ITC, WTO, IMF and Eurostat  
 

Table 14h. Indicative Service Export Potential for Russia to the BSEC region (2005) 
(US$ Thousands) 

 

  Service Description 
Source 
of data 

Indicative 
Trade Potential 

Current Russia 
exports  to 

World 

Current BSEC 10 
(less Russia) 

im ports  from  World 

(A) = min (i, ii) (i) (ii) 

  All Services   32,929,399 33,389,622 58,881,831 

2OS Other commercial services WTO 9,954,538 9,954,538 15,471,194 

205 Transportation WTO 9,143,748 9,143,748 20,159,380 

236 Travel WTO 5,191,056 5,191,056 10,218,764 

268 Other business services IMF  5,058,145 5,309,030 5,058,145 

249 Construction services IMF  1,999,552 2,208,890 1,999,552 

262 Computer & info. services IMF  421,610 421,610 735,518 

260 Financial services IMF  390,050 390,050 943,252 

253 Insurance services IMF  323,060 323,060 2,115,616 

266 Royalties & license fees IMF  260,200 260,200 1,561,118 

287 Personal, cultural & rec. services IMF  187,440 187,440 619,292 

981 Other Services Eurostat 0 n.a. n.a. 

Source: Author’s calculations based on data f rom ITC, WTO, IMF and Eurostat  
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Table 14i. Indicative Service Export Potential for Turkey to the BSEC region (2005)  

(US$ Thousands) 
 

  Service Description 
Source 
of data 

Indicative 
Trade Potential 

Current Turkey 
exports  to 

World 

Current BSEC 10 
(less Turkey) 

im ports  from  World 

(A) = min (i, ii) (i) (ii) 

  All Services   34,124,963 34,233,681 102,053,500 

236 Travel WTO 18,362,480 18,362,480 24,959,564 

2OS Other commercial services WTO 4,989,108 4,989,108 26,648,648 

205 Transportation WTO 4,130,742 4,130,742 19,843,586 

981 Other Services Eurostat 3,790,351 3,790,351 6,281,597 

287 Personal, cultural & rec. services IMF  970,282 1,079,000 970,282 

249 Construction services IMF  882,000 882,000 5,743,182 

260 Financial services IMF  345,000 345,000 1,449,522 

268 Other business services IMF  332,000 332,000 11,046,905 

253 Insurance services IMF  323,000 323,000 2,394,886 

266 Royalties & license fees IMF  0 n.a. 2,715,328 

262 Computer & info. services IMF  0 n.a. n.a. 

Source: Author’s calculations based on data f rom ITC, WTO, IMF and Eurostat  
 

Table 14j. Indicative Service Export Potential for Ukraine to the BSEC region (2005) (US$ Thousands) 
 

  Service Description 
Source 
of data 

Indicative 
Trade Potential 

Current Ukraine 
exports  to 

World 

Current BSEC 10 
(less Ukraine) 

im ports  from  World 

(A) = min (i, ii) (i) (ii) 

  All Services   8,182,838 8,182,838 103,526,229 

205 Transportation WTO 4,408,736 4,408,736 23,120,640 

236 Travel WTO 1,498,228 1,498,228 26,410,824 

2OS Other commercial services WTO 1,171,874 1,171,874 28,199,232 

268 Other business services IMF  846,000 846,000 10,650,905 

249 Construction services IMF  115,000 115,000 5,626,182 

262 Computer & info. services IMF  44,000 44,000 1,089,428 

260 Financial services IMF  36,000 36,000 1,579,522 

253 Insurance services IMF  25,000 25,000 3,165,886 

266 Royalties & license fees IMF  22,000 22,000 2,733,328 

287 Personal, cultural & rec. services IMF  16,000 16,000 950,282 

981 Other Services Eurostat 0 n.a. n.a. 

Source: Author’s calculations based on data f rom ITC, WTO, IMF and Eurostat  
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The commitments made by BSEC Member States who are members of the 

WTO provide an important indication of the potential for cross border services 

trade between BSEC countries. The countries which are members of the WTO 

have made commitments to liberalise their services sector to cross border 

according to the mode of supply for delivering the service. Thus members of 

the WTO are party to the General Agreement on Trade in Services which 

applies to four modes of supply: 

 

• Mode 1: Cross border supply which does not require a physical 

movement from supplier or consumer. 

 

• Mode 2: Movement of the consumer to the country of the supplier. 

 

• Mode 3: Services provided to the consumers of a foreign country   

through commercial presence 

 

• Mode 4: Services provided through the temporary movement of natural 

persons. 

Subscribing to the GATS principles, BSEC Member States must apply a non-

discriminatory trade policy in the area of services to other WTO members 

thereby providing an equal treatment for all WTO members, undertaking to 

not discriminate between local and foreign firms, promoting a stable trade 

environment which should increase cross-border trade in services.  

 

The GATS schedule of commitments provides for commitments to be made in 

Market Access, National Treatment and any additional commitments. National 

Treatment (Art XVII GATS) refers to the commitment to provide a treatment no 

less favourable than that accorded to domestic service providers. Market 

Access refers to the conditions for accessing the market and cover six principal  

The commitments The commitments The commitments The commitments 
madmadmadmade by BSECe by BSECe by BSECe by BSEC    
Member States Member States Member States Member States 
who are members who are members who are members who are members 
of the WTO of the WTO of the WTO of the WTO 
provide an provide an provide an provide an 
important important important important 
indication of indication of indication of indication of     the the the the 
potential for cross potential for cross potential for cross potential for cross 
border services border services border services border services 
trade between trade between trade between trade between 
BSEC countriesBSEC countriesBSEC countriesBSEC countries 
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types of market restrictions, namely (i) number of service suppliers allowed; (ii) value 

of transactions or assets; (iii) total quantity of service output; (iv) number of natural 

persons that may be employed; (v) the type of legal entity through which a service 

supplier may supply a service.; and (vi) limitations on the level of foreign equity 

allowed by the service provider. GATS Members are entitled to make limitations in 

these areas. 

 

GATS provides some policy space for submitting a list of exemptions to non 

discrimination in market access and National Treatment.  The schedule is thus 

detailed within the areas of Market Access, National Treatment, and other 

commitments, and each of these areas is divided by each mode of supply, for which 

three options are available. A Member can make No limitation on conditions for 

Market Access of National Treatment (None - N); make an unbound commitment in 

this area so that the country retains the policy space to change its commitments in 

these areas (Unbound — U); or countries can make some a bound commitment in 

the services sector which means that it will make a commitment to allow some 

access to its market (or provide some national treatment) but with exceptions (Bound 

— B).  

Tables 15a-15f provide a summary if the commitments made by each country in the 

BSEC region with regard to limitations on Market Access and National treatment8. The 

tables present the percentage of commitments made in each subsector of the services 

activity according to whether the commitment is none (N), bound (B) or unbound (U). 

Furthermore, the table makes the distinction between each mode of supply. Only six 

countries are members of the WTO and thus data could only be collected for these 

six countries. 

 

In Market Access, very few limitations are made in modes 1-3, except in financial 

services which for obvious regulatory reasons are considered more sensitive.  
                                                                 
8 The commitments made at the horizontal level have not been incorporated into the tables 
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   Transport services are also relatively restricted and many subsectors remain unbound 

(for example, in mode 1, 45% of transport service subsectors have no limitations for 

market access, while the remaining subsectors (55%) have unbound commitments). 

Mode 4 remains heavily protected mainly as a result of immigration policies of the 

countries concerned. In National Treatment, and in mode 1, Albania, Armenia, 

Georgia and Romania have relatively few restrictions in subsectors. Exceptions 

include construction services, environmental services, financial services and tourism 

services. Turkey has a number of restrictions for subsectors of business and 

communications services. Greece has maintained limitations business, construction, 

distribution, environmental, health, tourism, recreational and cultural, and transport 

services. In modes 2-3, nearly all countries have no limitation on National Treatment 

in all subsectors with the exception of Turkey, especially in financial services, 

business services and tourism services. Mode 4 tends to be unbound for most 

countries indicating that the temporary movement of natural persons remains 

restricted. Nevertheless, Albania, Romania and Turkey have a number of subsectors 

which have no limitations in National Treatment for the temporary movement of 

natural persons. 

Table 15a. Albania’s Commitments in trade in services at the WTO 
    Market Access 

    Mode 1 Mode 2 Mode 3 Mode 4 

AlbaniaAlbaniaAlbaniaAlbania    N B U N B U N B U N B U 

01 Business Services 88 3 9 100 0 0 97 3 0 0 3 97 

02 Communication Services 100 0 0 100 0 0 100 0 0 8 0 92 

03 Construction Services 100 0 0 100 0 0 100 0 0 0 0 100 

04 Distribution Services 100 0 0 100 0 0 100 0 0 0 0 100 

05 Educational Services 60 0 40 100 0 0 100 0 0 0 0 100 

06 Environmental Services 100 0 0 100 0 0 100 0 0 0 0 100 

07 Financial Services 56 0 44 94 0 6 94 0 6 0 0 100 

08 Health Services  100 0 0 100 0 0 100 0 0 0 0 100 

09 Tourism and Travel Services 100 0 0 100 0 0 100 0 0 0 0 100 

10 Recreational, Cultural & Sport 60 0 40 80 0 20 100 0 0 0 0 100 

11 Transport Services 62 0 38 85 0 15 100 0 0 0 0 100 

12 Other Services n.e.s. … … … … … … … … … … … … 
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    National Treatment 

    Mode 1 Mode 2 Mode 3 Mode 4 
Albania N B U N B U N B U N B U 

01 Business  Services 91 0 9 100 0 0 97 0 3 97 0 3 

02 Communication Services 100 0 0 100 0 0 100 0 0 100 0 0 

03 Cons truction Services 100 0 0 100 0 0 100 0 0 100 0 0 

04 Dis tribution Services 100 0 0 100 0 0 100 0 0 100 0 0 

05 Educational Services 100 0 0 100 0 0 100 0 0 100 0 0 

06 Environmental Services 100 0 0 100 0 0 100 0 0 100 0 0 

07 Financial Services 94 0 6 100 0 0 100 0 0 100 0 0 

08 Health Services 100 0 0 100 0 0 100 0 0 100 0 0 

09 Tourism  and Travel Services 100 0 0 100 0 0 100 0 0 100 0 0 

10 Recreational, Cultural & Sport 80 0 20 80 0 20 100 0 0 100 0 0 

11 Transport Services 69 0 31 92 0 8 100 0 0 100 0 0 

12 Other Services  n.e.s . … … … … … … … … … … … … 

 

Table 15b. Armenia’s Commitments in trade in services at the WTO 

    Market Access 

    Mode 1 Mode 2 Mode 3 Mode 4 
Armenia N B U N B U N B U N B U 

01 Business  Services 91 0 9 100 0 0 94 6 0 0 0 100 

02 Communication Services 64 0 36 100 0 0 71 0 29 0 0 100 

03 Cons truction Services 0 0 100 100 0 0 100 0 0 0 0 100 

04 Dis tribution Services 100 0 0 100 0 0 100 0 0 0 0 100 

05 Educational Services 100 0 0 100 0 0 100 0 0 0 0 100 

06 Environmental Services 0 0 100 100 0 0 100 0 0 0 0 100 

07 Financial Services 42 0 58 100 0 0 92 8 0 0 0 100 

08 Health Services 0 0 100 100 0 0 100 0 0 0 0 100 

09 Tourism  and Travel Services 67 0 33 100 0 0 100 0 0 0 0 100 

10 Recreational, Cultural & Sport 100 0 0 100 0 0 100 0 0 0 0 100 

11 Transport Services 44 0 56 100 0 0 100 0 0 0 0 100 

12 Other Services  n.e.s . … … … … … … … … … … … … 

 

    National Treatment 

    Mode 1 Mode 2 Mode 3 Mode 4 

Armenia N B U N B U N B U N B U 

01 Business  Services 91 0 9 100 0 0 100 0 0 0 0 100 

02 Communication Services 100 0 0 100 0 0 100 0 0 0 0 100 

03 Cons truction Services 0 0 100 100 0 0 100 0 0 0 0 100 

04 Dis tribution Services 100 0 0 100 0 0 100 0 0 0 0 100 

05 Educational Services 100 0 0 100 0 0 100 0 0 0 0 100 

06 Environmental Services 0 0 100 100 0 0 100 0 0 0 0 100 

07 Financial Services 42 0 58 100 0 0 100 0 0 0 0 100 

08 Health Services 0 0 100 100 0 0 100 0 0 0 0 100 

09 Tourism  and Travel Services 67 0 33 100 0 0 100 0 0 0 0 100 

10 Recreational, Cultural & Sport 100 0 0 100 0 0 100 0 0 0 0 100 

11 Transport Services 33 11 56 100 0 0 89 11 0 0 0 100 

12 Other Services  n.e.s . … … … … … … … … … … … … 
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Table 15c. Georgia’s Commitments in trade in services at the WTO 
 

    Market Access 

    Mode 1 Mode 2 Mode 3 Mode 4 

Georgia N B U N B U N B U N B U 

01 Business  Services 89 0 11 100 0 0 100 0 0 0 0 100 

02 Communication Services 100 0 0 100 0 0 100 0 0 0 0 100 

03 Cons truction Services 0 0 100 100 0 0 100 0 0 0 0 100 

04 Dis tribution Services 100 0 0 100 0 0 100 0 0 0 0 100 

05 Educational Services 100 0 0 100 0 0 100 0 0 0 0 100 

06 Environmental Services 14 0 86 100 0 0 100 0 0 0 0 100 

07 Financial Services 87 8.7 4.3 100 0 0 100 0 0 0 0 100 

08 Health Services 100 0 0 100 0 0 100 0 0 0 0 100 

09 Tourism  and Travel Services 67 0 33 100 0 0 100 0 0 0 0 100 

10 Recreational, Cultural & Sport 100 0 0 100 0 0 100 0 0 0 0 100 

11 Transport Services 27 0 73 100 0 0 100 0 0 0 0 100 

12 Other Services  n.e.s . … … … … … … … … … … … … 

 

 

    National Treatment 

    Mode 1 Mode 2 Mode 3 Mode 4 

Georgia N B U N B U N B U N B U 

01 Business  Services 89 0 11 100 0 0 100 0 0 0 0 100 

02 Communication Services 100 0 0 100 0 0 100 0 0 0 0 100 

03 Cons truction Services 0 0 100 100 0 0 20 80 0 0 0 100 

04 Dis tribution Services 100 0 0 100 0 0 100 0 0 0 0 100 

05 Educational Services 100 0 0 100 0 0 100 0 0 0 0 100 

06 Environmental Services 14 0 86 100 0 0 100 0 0 0 0 100 

07 Financial Services 91 0 8.7 100 0 0 100 0 0 0 0 100 

08 Health Services 100 0 0 100 0 0 100 0 0 0 0 100 

09 Tourism  and Travel Services 67 0 33 100 0 0 100 0 0 0 0 100 

10 Recreational, Cultural & Sport 100 0 0 100 0 0 100 0 0 0 0 100 

11 Transport Services 50 0 50 100 0 0 100 0 0 0 0 100 

12 Other Services  n.e.s . … … … … … … … … … … … … 
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Table 15d. Greece’s Commitments in trade in services at the WTO 

    Market Access 

    Mode 1 Mode 2 Mode 3 Mode 4 

GreeceGreeceGreeceGreece    N B U N B U N B U N B U 

01 Business Services 65 0 35 100 0 0 100 0 0 0 27 73 

02 Communication Services 100 0 0 100 0 0 100 0 0 0 0 100 

03 Construction Services 0 0 100 100 0 0 0 100 0 0 100 0 

04 Distribution Services 75 0 25 100 0 0 100 0 0 0 0 100 

05 Educational Services 100 0 0 100 0 0 75 0 25 0 50 50 

06 Environmental Services 0 0 100 100 0 0 100 0 0 0 0 100 

07 Financial Services 100 0 0 50 50 0 0 100 0 0 100 0 

08 Health Services  0 0 100 100 0 0 100 0 0 0 50 50 

09 
Tourism and Travel 
Services 

67 0 33 100 0 0 67 33 0 0 67 33 

10 
Recreational, Cultural & 
Sport 

67 0 33 100 0 0 100 0 0 0 0 100 

11 Transport Services 45 0 55 100 0 0 82 0 18 0 0 100 

12 Other Services n.e.s. … … … … … … … … … … … … 

    

 

    National Treatment 

    Mode 1 Mode 2 Mode 3 Mode 4 

GreeceGreeceGreeceGreece    N B U N B U N B U N B U 

01 Business Services 65 0 35 100 0 0 100 0 0 0 0 100 

02 Communication Services 100 0 0 100 0 0 100 0 0 0 0 100 

03 Construction Services 0 0 100 100 0 0 100 0 0 0 0 100 

04 Distribution Services 75 0 25 100 0 0 100 0 0 0 0 100 

05 Educational Services 100 0 0 100 0 0 50 50 0 0 0 100 

06 Environmental Services 0 0 100 100 0 0 100 0 0 0 0 100 

07 Financial Services 100 0 0 100 0 0 100 0 0 0 0 100 

08 Health Services  0 0 100 100 0 0 100 0 0 0 0 100 

09 Tourism and Travel Services 67 0 33 100 0 0 100 0 0 0 0 100 

10 Recreational, Cultural & Sport 67 0 33 100 0 0 100 0 0 0 0 100 

11 Transport Services 36 9.1 55 100 0 0 64 9.1 27 0 0 100 

12 Other Services n.e.s. … … … … … … … … … … … … 
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Table 15e. Romania’s  Commitments in trade in services at the WTO 

 

    Market Access 

    Mode 1 Mode 2 Mode 3 Mode 4 

RomaniaRomaniaRomaniaRomania    N B U N B U N B U N B U 

01 Business Services 100 0 0 100 0 0 90 0 10 0 0 100 

02 Communication Services 88 12 0 100 0 0 82 18 0 0 0 100 

03 Construction Services 0 0 100 100 0 0 100 0 0 0 0 100 

04 Distribution Services 100 0 0 100 0 0 100 0 0 0 0 100 

05 Educational Services … … … … … … … … … … … … 

06 Environmental Services 100 0 0 100 0 0 100 0 0 0 0 100 

07 Financial Services 47 6.7 47 40 20 40 60 40 0 0 0 100 

08 Health Services  … … … … … … … … … … … … 

09 Tourism and Travel Services 50 0 50 100 0 0 100 0 0 0 0 100 

10 Recreational, Cultural & Sport … … … … … … … … … … … … 

11 Transport Services 50 0 50 100 0 0 50 25 25 0 0 100 

12 Other Services n.e.s. … … … … … … … … … … … … 

    

    National Treatment 

    Mode 1 Mode 2 Mode 3 Mode 4 

RomaniaRomaniaRomaniaRomania    N B U N B U N B U N B U 

01 Business Services 100 0 0 100 0 0 90 0 10 90 0 10 

02 Communication Services 100 0 0 100 0 0 100 0 0 41 0 59 

03 Construction Services 0 0 100 100 0 0 100 0 0 100 0 0 

04 Distribution Services 100 0 0 100 0 0 100 0 0 100 0 0 

05 Educational Services … … … … … … … … … … … … 

06 Environmental Services 100 0 0 100 0 0 100 0 0 100 0 0 

07 Financial Services 53 0 47 60 0 40 100 0 0 100 0 0 

08 Health Services  … … … … … … … … … … … … 

09 Tourism and Travel Services 50 0 50 100 0 0 100 0 0 100 0 0 

10 Recreational, Cultural & Sport … … … … … … … … … … … … 

11 Transport Services 50 0 50 100 0 0 75 0 25 100 0 0 

12 Other Services n.e.s. … … … … … … … … … … … … 
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Table 15f. Turkey’s Commitments in trade in services at the WTO    

 

    Market Access 

    Mode 1 Mode 2 Mode 3 Mode 4 

TuTuTuTurkeyrkeyrkeyrkey    N B U N B U N B U N B U 

01 Business Services 57 29 14 100 0 0 71 29 0 86 0 14 

02 Communication Services 15 85 0 100 0 0 7.7 92 0 7.7 0 92 

03 Construction Services 100 0 0 100 0 0 0 100 0 100 0 0 

04 Distribution Services … … … … … … … … … … … … 

05 Educational Services 50 50 0 100 0 0 0 100 0 50 50 0 

06 Environmental Services 0 0 100 100 0 0 100 0 0 100 0 0 

07 Financial Services 63 5.7 31 69 5.7 26 23 77 0 60 8.6 17 

08 Health Services  0 0 100 100 0 0 0 100 0 0 0 100 

09 Tourism and Travel Services 0 50 50 100 0 0 100 0 0 50 50 0 

10 Recreational, Cultural & Sport … … … … … … … … … … … … 

11 Transport Services 67 22 11 100 0 0 44 56 0 78 22 0 

12 Other Services n.e.s. … … … … … … … … … … … … 

    

    National Treatment 

    Mode 1 Mode 2 Mode 3 Mode 4 

TurkeyTurkeyTurkeyTurkey    N B U N B U N B U N B U 

01 Business Services 71 14 14 86 14 0 71 29 0 86 14 0 

02 Communication Services 62 38 0 100 0 0 62 38 0 31 0 69 

03 Construction Services 0 100 0 100 0 0 100 0 0 100 0 0 

04 Distribution Services … … … … … … … … … … … … 

05 Educational Services 100 0 0 100 0 0 100 0 0 100 0 0 

06 Environmental Services 0 0 100 100 0 0 100 0 0 100 0 0 

07 Financial Services 74 2.9 23 74 2.9 23 97 2.9 0 83 0 17 

08 Health Services  100 0 0 100 0 0 100 0 0 0 0 100 

09 Tourism and Travel Services 50 50 0 100 0 0 50 50 0 100 0 0 

10 Recreational, Cultural & Sport … … … … … … … … … … … … 

11 Transport Services 56 33 11 89 11 0 100 0 0 89 11 0 

12 Other Services n.e.s. … … … … … … … … … … … … 

    

  



 

     63/139   
 

 

Based on the competitiveness assessment, the indicative trade potential for 

services and the commitments made by BSEC countries in the WTO to liberalise 

trade in services, the study proposes a number of service sectors which presents 

opportunities for intra-BSEC trade promotion. 

According to the indicative intra-regional trade potential, travel services travel services travel services travel services have the 

highest potential for intra-regional growth in the region. Export of travel services 

in the region have generally outperformed the world market indicating 

competitiveness for Albania, Armenia, Azerbaijan, Romania, Russia, Turkey and 

Ukraine. Furthermore, commitments made by the WTO members of BSEC 

suggest that in the area of Market Access, there are relatively few limitations to 

accessing the market in modes 1-3. This therefore assumes that establishing a 

commercial presence is also relatively unrestricted which should foster 

investment. Countries have also made commitments to predominantly not 

discriminate against foreign service providers in modes 1-3 in travel services. A 

notable exception includes Turkey. Mode 4 tends to be unbound making this 

form of delivery unlikely to have much potential. Overall travel services present 

large opportunities for intra-regional trade promotion. 

 

The second largest intra-regional trade potential was identified as being in 

Transportation servicesTransportation servicesTransportation servicesTransportation services. Exports of transportation services have outperformed the 

world market for Albania, Bulgaria, Russia and Turkey. Moreover, growth in 

imports for Azerbaijan, Bulgaria, Georgia, Romania, Russia, Turkey and Ukraine 

has outperformed the world market, indicating a vibrant market for exporting. 

Market Access in modes 2 and 3 are virtually entirely liberalised for WTO 

members of BSEC (with the exception of Albania which has some restrictions for 

mode 2 subsectors, and Romania and Turkey who have unbound commitments 

in mode 3). In mode 1, all countries apply a number of restrictions for around  

half the subsectors of transportation. Typically, all countries apply mode 4 

restrictions, with the exception of Turkey which has no limitations on  

Travel services Travel services Travel services Travel services 
have the highest have the highest have the highest have the highest 
potential for intrapotential for intrapotential for intrapotential for intra----
regional growth in regional growth in regional growth in regional growth in 
the regionthe regionthe regionthe region 
    
    
    
    
    
    
    
    
    
    
    
    
    
    
    
    
    
    
    
    
The sThe sThe sThe second largest econd largest econd largest econd largest 
intraintraintraintra----regional trade regional trade regional trade regional trade 
potential was potential was potential was potential was 
identified as being identified as being identified as being identified as being 
in Transportation in Transportation in Transportation in Transportation 
servicesservicesservicesservices 
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market access for 78% of the subsectors in transportation.  In terms of National 

Treatment, most countries have liberalised all sub sectors for modes 2 and 3 

(except Greece and Romania for commercial presence). Most countries maintain 

unbound limitations on National Treatment for mode 1 for a significant amount of 

subsectors of transportation services. Armenia, Georgia and Greece maintain 

unbound limitations for mode 4, while Albania, Romania and to a lesser extent 

Turkey, have no restriction on mode 4 trade. Overall transportation services 

present some important opportunities for intra-regional trade promotion, but 

significant restrictions and impediments to trade apply which need to be addressed 

in order to fully benefit from the regional market. 

 

OtherOtherOtherOther commercial servicescommercial servicescommercial servicescommercial services (which exclude construction, personal/cultural, financial, 

insurance, royalties and computer services) have a large potential for the region and 

account for around one tenth of the potential for exporting to the region. Exports of 

other commercial services have outperformed world trade growth for Albania, 

Armenia, Azerbaijan, Bulgaria, Romania, Russia and Ukraine. Moreover, import 

demand has been very dynamic in Albania, Armenia, Bulgaria, Greece, and 

Romania. All WTO members of BSEC have liberalised other business services for 

mode 2 channel of supply and most of the subsectors of mode 3 supply (except for 

Turkey). Moreover, with the exception of Greece and Turkey most of the subsectors 

have been liberalised in mode 1 channel of supply. Most countries have unbound 

restrictions for mode 4 supply. For National Treatment, except for the case of Turkey 

(in modes 1-3) and Greece (in mode 1), few restrictions exist in modes 1-3. Albania, 

Romania and Turkey have few restrictions in mode 4, while Armenia, Georgia and 

Greece have unbound limitations for mode 4. Overall, it appears that other business 

services presents a high intra-regional trade potential since the sector is extremely 

dynamic in the region and restrictions are relatively limited for Market Access and 

National Treatment.  
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Other significant trade potential exists for cocococomputer and information servicesmputer and information servicesmputer and information servicesmputer and information services.  

Computer and information services have been performing far better than world 

trends for all countries in the region for both imports and exports (except for Russia 

for imports). Moreover most countries have no limitations on Market Access or 

National Treatment for communication services, except in mode 4. Distribution Distribution Distribution Distribution 

servicesservicesservicesservices have few restrictions on Market Access and National Treatment in modes 1-

3 and thus indicate an important channel for cross-border trade in these modes of 

supply (mode 4 remains unbound for Armenia, Georgia and Greece, and partly 

unbound for Romania and Turkey).  

 

Opportunities for intra-regional trade promotion are more limited for financial and financial and financial and financial and 

insurance servicesinsurance servicesinsurance servicesinsurance services owing to the severe restrictions existing in most countries of the 

BSEC region, despite significant growth, particularly for insurance services where 

imports have outstripped world growth for 70% of the countries in the region. 

Construction servicesConstruction servicesConstruction servicesConstruction services are also restricted and thus make it more difficult to promote 

intra-regional trade.  

III. Investment PotentialIII. Investment PotentialIII. Investment PotentialIII. Investment Potential    

III.1. Investment in the BSECIII.1. Investment in the BSECIII.1. Investment in the BSECIII.1. Investment in the BSEC    

 

The Black Sea region is a strategic region to foreign investors, though it has primarily 

attracted investment in the energy sector and in the privatisation of former state 

enterprises. The analysis of the performance of FDI reveals however that the region 

presents great opportunities that remain mostly unutilized because of several factors, 

including administrative barriers and the lack of legal security for trade and 

investment. 

 

The region’s principal assets to attract foreign investments are its richness in natural 

resources, its position at the crossroads of continents, and its large market size. 

However, these characteristics must be further complemented by other factors to 
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create an attractive pool for investments, such as confidence in avoiding a 

government policy reversal with regard to nationalization, expropriation, taxation 

policy, trade policy, etc. 

The global investment climate in the BSEC countries has progressively been 

improved by offering assurances and specific mechanisms that protect and promote 

the foreign investment. Multilateral, regional and bilateral instruments have been 

enacted to that effect, and each country has progressively directed its legislation to 

the attraction and protection of investments in the last decade. 

 

Tables 16 and 17 display the trends in FDI net inflows and outflows between 2001 

and 2004. Even though a growth in net inflows of FDI is generally observed, the 

inflows remain low and sometimes even unimpressive in comparison to the size of 

the economy. This is the case for example of a large economy like Russia, for which 

FDI corresponds to only 2% of GDP. Other countries have only experienced a drop 

in investment over the years, such as Moldova. Statistics show, however, higher 

levels in most of the other BSEC countries, with a considerable increase for 

Azerbaijan between 2001 and 2004 in both FDI net inflows and FDI net outflows. 

 

 

Table 16 Foreign direct investment, net inflows (% of GDP) 
  2001 2002 2003 2004 

Albania 5 3 3 6 

Armenia 3 5 4 6 

Azerbaijan 4 22 45 41 

Bulgaria 6 6 11 8 

Georgia 3 5 8 10 

Greece 1 0 0 1 
Moldova 4 8 4 3 

Romania 3 2 3 7 

Russia 1 1 2 2 

Serbia and Montenegro 1 1 7 4 

Turkey 2 1 1 1 

Ukraine 2 2 3 3 



 

     67/139   
 

 

 

 

Table 17 Foreign direct investment, net outflows (% of GDP) 

 2001200120012001    2002200220022002    2003200320032003    2004200420042004    

Albania 0 0 0 … 

Armenia … 0 0 0 

Azerbaijan 0 5 13 14 

Bulgaria 0 0 0 -1 

Georgia 0 0 0 0 

Greece 1 1 0 0 

Moldova 0 0 0 0 

Romania 0 0 0 0 

Russia 1 1 2 2 

Serbia and Montenegro … … … … 

Turkey 0 0 0 0 

Ukraine 0 0 0 0 
Note: (…) denotes data is not available; Compound growth calculated on an annual basis. 

Source: World Bank World Development Indicators database, 2007 

 

Each country in the Black Sea region is at a different stage of economic development, 

and investors do not only target one country at the exclusion of its neighbours, so that 

an attractive climate for investment in different BSEC member states is expected to 

benefit the whole region. A regional approach is often considered by investors, 

namely in sectors such as infrastructure development, energy supplies, 

telecommunications and transportation. The tariff rates across the region, the 

commitments made by the country in the WTO for liberalisation of services, a stable 

macroeconomic environment and a predictable legal and institutional environment 

are all key determinants to investments in the region. Section III.3 considers some of 

these conditions to identify investment potential. 

 

III.2. Climate for investment III.2. Climate for investment III.2. Climate for investment III.2. Climate for investment     
The predictability of government policy in the areas of monetary, fiscal and trade 

policy are major determinants in investors’ decisions to invest. In this regard, the 

countries of BSEC have undertaken major market reforms and undertaken fiscal 

reforms and increased transparency in their government policies. Another major area 

of importance is the government’s policies with respect to the flow of capitals, the 
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ability for foreigners to invest in the economy and the regulations governing the 

labour market. Table 18 presents some principal characteristics of the countries in the 

region concerning the government’s policies in the areas of current account 

convertibility, investment controls, exchange rate regime, interest policies, wage 

regulations and land ownership rights to foreign investors. All countries have fully 

liberalised the current account transactions and interest rates, and only two countries 

(Azerbaijan and Russia) still apply restrictions on foreign direct investment. Wage 

regulations are maintained in five countries. Restrictions are maintained by virtually 

all countries on land ownership (except in the case of Moldova), and only five 

countries maintain a market determined exchange rate. 

                   Table 18. Regulations governing international and national transactions 
 Current 

account 
convertibility 

Controls  on 
inward direct 
inves tment 

Interes t rate 
liberalisation 

Exchange 
rate regime 

Wage 
regulatio

n 

Tradability 
of land 

Albania full No full 
managed 
float 

no 
lim ited de 
facto 

Armenia full No full floating no full except 
foreigners 

Azerbaijan full Yes  full 
managed 
float 

no 
lim ited de 
jure 

Bulgaria full No full 
currency 
board 

yes  
full except 
foreigners 

Georgia full No full floating no 
lim ited for 
foreigners 

Greece full No full floating yes  n.a. 

Moldova full No full floating yes  full 

Romania full No full 
managed 
float 

yes  
lim ited de 
facto 

Russ ia full Yes  full 
managed 
float 

no 
lim ited de 
facto 

Serbia full No full 
managed 
float 

no 
lim ited de 
jure 

Turkey full No full floating yes  n.a. 

Ukraine full No full 
managed 
float 

no 
lim ited de 
facto 

Source: EBRD Transition Report 2006; OECD Economic Studies No36, 2003/1; UHY Doing business in Greece, July 
2006;  

 

In terms of existence of a legal framework for business transactions and the 

enforcement of the law and the quality of corporate governance law, there are wide 

disparities between countries in the region. Moldova is the only country in the 

region which does not have a competition policy enforcement organisation.  
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The quality of insolvency laws is considered by the EBRD to be very low in 

Azerbaijan, Georgia and Ukraine, but high (equal to OECD country standards such 

as Turkey or Greece) for Albania, Bulgaria, Moldova, Romania and Serbia.  

 

The transactions law of some countries in the region is considered to be equal to 

that of a standard OECD country (Albania, Bulgaria and Romania). Moldova, Serbia 

and Ukraine have a functioning transactions law but this does not fully cover the 

spectrum of areas to make it compatible with an OECD country. Meanwhile, 

Armenia, Azerbaijan, Georgia and Russia have a malfunctioning transactions law. 

Finally, the quality of corporate governance law is considered high in just Armenia, 

Moldova and Russia, while being low in Azerbaijan, Georgia, Romania and 

Ukraine. A summary of these indicators is given in Table 19. 

 

Table 19. Legal framework in transition economies 

    
Existence of a Existence of a Existence of a Existence of a 

Competition officeCompetition officeCompetition officeCompetition office    
QualitQualitQualitQuality of y of y of y of 

insolvency lawinsolvency lawinsolvency lawinsolvency law    
Secured Secured Secured Secured 

transactions lawtransactions lawtransactions lawtransactions law    

Quality of Quality of Quality of Quality of 
corporate corporate corporate corporate 

governance lawgovernance lawgovernance lawgovernance law    

Albania � high advanced medium 

Armenia � medium malfunctioning high 

Azerbaijan � low malfunctioning very low 

Bulgaria � high advanced medium 

Georgia � low malfunctioning low 

Moldova � high some defects high 

Romania � high advanced low 

Russia � medium malfunctioning high 

Serbia � high some defects medium 

Ukraine � very low some defects very low 

Source: EBRD Transition Report 2006 

 

The depth of economic reform in BSEC countries is best reflected by a series of 

indicators on the scale of privatisation and enterprise restructuring, independence of 

monetary policy and elimination of price fixing, foreign exchange liberalisation and 

strength of competition policy. The EBRD compiles a series of transition indicators 
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which capture these elements of economic and trade policy reforms, which are 

summarised in Table 20.   

 

Both small scale and large scale privatisation has been undertaken in many countries 

of the BSEC, presenting significant opportunities for investment and a more 

competitive trading environment. Nevertheless, Azerbaijan, Serbia, Albania, Russia 

and Ukraine have significant reforms still pending in this area. The restructuring of 

enterprises in most BSEC countries remains quite weak, particularly in the cases of 

Azerbaijan, Moldova, Montenegro and Ukraine.  Competition policy remains weakly 

implemented by countries that even have a competition office.   

Montenegro, Serbia, Azerbaijan, Georgia and Moldova have particularly weak 

legislation in this regard. 

In terms of price liberalisation, all countries have made significant strides to undertake 

reforms and price liberalisation is considered to be extremely advanced across BSEC. 

The foreign exchange rate has been fully liberalised and made convertible in all 

countries except in Montenegro, Russia, Serbia and Ukraine where restrictions still 

apply.  

Overall, the institutional and legal framework governing economic, trade and 

competition policy has dramatically improved and has created a more enabling 

environment for investment. In particular, Albania, Bulgaria, Greece, Moldova, 

Romania, and Turkey have implemented a number of reforms which make these 

countries particularly interesting environments in which to invest. 
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Table 20. Transition Indicators 

     
Large scale Large scale Large scale Large scale 
privatisationprivatisationprivatisationprivatisation     

Small scale Small scale Small scale Small scale 
privatisationprivatisationprivatisationprivatisation     

Enterprise Enterprise Enterprise Enterprise 
restructuringrestructuringrestructuringrestructuring      

Price Price Price Price 
liberalisationliberalisationliberalisationliberalisation      

Trade & Trade & Trade & Trade & 
Forex Forex Forex Forex 
systemsystemsystemsystem      

Competition Competition Competition Competition 
PolicyPolicyPolicyPolicy      

Albania 3.00 4.00 2.33 4.33 4.33 2.00 

Armenia 3.67 4.00 2.33 4.33 4.33 2.33 

Azerbaijan 2.00 3.67 2.00 4.00 4.00 2.00 

Bulgaria 4.00 4.00 2.67 4.33 4.33 2.67 

Georgia 3.67 4.00 2.33 4.33 4.33 2.00 

Moldova 3.00 3.67 2.00 4.00 4.33 2.00 

Montenegro 3.33 3.00 2.00 4.00 3.33 1.00 

Romania 3.67 3.67 2.67 4.33 4.33 2.67 

Russia 3.00 4.00 2.33 4.00 3.33 2.33 

Serbia 2.67 3.67 2.33 4.00 3.33 1.67 

UkraineUkraineUkraineUkraine    3.00 4.00 2.00 4.00 3.67 2.33 

Note: Scores range from 1 to 4+, where 1 denotes weak market economic environment or lack of legislation and 4 denoting 
performance commensurate with a typical advanced industrialised economy. See Annex 3 for more explanations on the 
methodology 
Source: EBRD Transition Report 2006 
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III.3. Sectoral opportunitiesIII.3. Sectoral opportunitiesIII.3. Sectoral opportunitiesIII.3. Sectoral opportunities 
 

BSEC countries have achieved substantial success in attracting foreign direct 

investment in a number of key sectors. Based on past performance, FDI inflows 

have ranged from US$155 million in Armenia to US$13 billion in Russia (see 

Table 21). However the per capita level of FDI inflows indicate that Bulgaria and 

Romania have achieved the best performance in the region, with per capita 

inflows reaching $287 and $297 respectively, while the worst performance was 

achieved by Ukraine ($32). In terms of inward stock, Turkey has the largest stock 

of FDI. Only Azerbaijan, Russia and Turkey have recorded significant FDI 

outflows.   

 

Table 21. Investment inflows and outflows in BSEC Countries (2005) 

 

Inflow  

 ($Mio) 

Per capita 

in US$ 

Inward stock  

($ Mio) 

Outflow  

($Mio) 

Per capita 

in US$ 

Outward stock  

($ Mio) 

Albania 260 83 1,680 82

Armenia 155 51 1,024 7 2 32

Azerbaijan 1,392 170 13,876 1,221 146 3,686

Bulgaria 2,224 287 9,173 316 41 127

Georgia 450 101 2,320 - 90 -20

Greece 662 60 22,455 46 4 12,339

Moldova 225 54 1,129 0 0 28.1

Romania 6,437 297 25,918 - 13 -1 242

Russia 13,072 91 20,351 13,126 92 120,417

Turkey 8,546 118 63,285 1,086 15 8,315

Ukraine 1,497 32 8,364 275 6 466

Serbia and Montenegro 1,481 181 5,428 5 1

Source: ITC Investment Map, 2007 

 

Table 22 presents data on foreign affiliates in selected BSEC countries and gives 

the information on the leading investing country, in terms of affiliates in the 

country. Russia is by the far the most successful country in attracting foreign  

TTTThe establishhe establishhe establishhe establishmememement nt nt nt     

of foreign affiliates of foreign affiliates of foreign affiliates of foreign affiliates     

in BSEC countries in BSEC countries in BSEC countries in BSEC countries     

is an indication of is an indication of is an indication of is an indication of     

the success in the success in the success in the success in     

pulling in foreign pulling in foreign pulling in foreign pulling in foreign 

enterprises and also an enterprises and also an enterprises and also an enterprises and also an 

indication of theindication of theindication of theindication of the    

increasing increasing increasing increasing     

competitivenesscompetitivenesscompetitivenesscompetitiveness    
    
in these countriesin these countriesin these countriesin these countries    
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 affiliates, followed by Turkey and the Ukraine. Nevertheless Turkey has the largest 

workforce employed in foreign affiliates, with over twice the number of employees in 

comparison to Russia. The leading investor country is Germany for Russia, Turkey, 

Ukraine and Serbia and Montenegro. The Russia Federation is the leading investor 

country for Armenia due to its interest in the energy sector. 

Table 22. Data on foreign affiliates in the BSEC countries (2005) 

    

NumberNumberNumberNumber    
Number of Number of Number of Number of 

parentsparentsparentsparents    
SalesSalesSalesSales    EmployeesEmployeesEmployeesEmployees    

No of No of No of No of 

Recently Recently Recently Recently 

establishedestablishedestablishedestablished    

Leading home Leading home Leading home Leading home 

countrycountrycountrycountry    

Albania 13 12 913 1,889 2 Switzerland 

Armenia 15 15 15 2,097 … Russian Federation 

Azerbaijan 27 26 … 3,596 1 United States  

Georgia 16 13 … 981 3 United States  

Moldova 21 17 2,900 … 3 Spain 

Russian Federation 1510 1030 718,404 509,255 257 Germany 

Turkey 990 728 223,349 1,175,455 334 Germany 

Ukraine 419 342 69,561 150,127 90 Germany 

Serbia and Montenegro 193 162 29,658 42,669 67 Germany 

Note: … Data not available; Sales in US$ ‘000.  
Source: ITC Investment Map, 2007 
 

The following tables summarise the industries which have attracted FDI in a selection 

of the BSEC Member States, which provides a broad indication of sectors which have 

the potential to attract FDI in each country. Tables 23a-23g display for each country 

the total FDI inflows in absolute terms and in relative terms, the total inward stock in 

2005 and the percentage change in inflows since 2002.  

 

It is interesting to note that whereas Armenia traditionally attracted FDI in the energy 

sector (where FDI stock amounts to US$198 million), it has recently experienced an 

increase in high technology sectors such as precision instruments, and services. FDI 

in Bulgaria has been targeted at service industries such as finance, business services, 

construction and transportation. FDI in Greece has been primarily directed at the 

energy sector, transportation services, business services and agro-processing. 
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Romania has experienced a large inflow of FDI in the energy sector, followed by 

services (retail and financial) and heavy manufacturing (metallurgy).  

Russia has also received a substantial inflow of FDI in the energy sector. Other areas 

which have received a large amount of FDI include services (business, retail, finance), 

as well as light manufacturing (agro-processing and wood). Turkey is atypical in so far 

that most of its FDI inflows have been directed at services (finance and transportation) 

and to a lesser extent, manufacturing (textiles and chemicals). Finally, the Ukraine has 

attracted most FDI in the service sector (retail, business and finance), as well as some 

manufacturing activities (chemicals and agro-processing). 

Table 23a. FDI in Armenia (2005) 

Industry 
Inflow 

(US$ Mio)  
Per capita 

in US$ 

Inward stock 
2005 (US$ 

Mio)  

% Chg p.a. 
2002-5 

Precis ion ins truments 57.0 19 58.5 39.3 

Food, beverages  and tobacco 13.8 5 100.5 0.2 

Transport, s torage & comm . 13.7 5 164.9 0.1 

Mining and quarrying 12.2 4 59.2 0.3 

Business  activities 11.3 4 56.4 0.3 

Unspecified tertiary 8.7 3 18.4 0.9 

Wholesale and retail trade 6.8 2 64.9 0.1 

Metal and metal products 6.4 2 13.2 0.9 

Electrical and electronic equipment 6.0 2 8.6 2.3 

Cons truction 5.2 2 19.2 0.4 

Electricity, gas  and water 3.8 1 198.4 0.0 

Finance 3.5 1 16.3 0.3 

Hotels  and res taurants 1.4 0 24.6 0.1 

Rubber and plas tic products 1.3 0 1.6 4.6 

Other manufacturing 1.2 0 10.1 0.1 

Education 0.6 0 5.6 0.1 

Wood and wood products 0.3 0 2.6 0.1 

Chem icals  and chem ical products 0.3 0 14.8 0.0 

Community, social activities 0.1 0 3.8 0.0 

Other services ... ... 1.3 0.0 

Non-metallic m ineral products ... ... 5.2 0.0 

Health and social services ... ... 0.3 0.0 

Publishing, print. & reproduction ... ... 0.1 0.0 

Textiles , clothing and leather ... ... 0.6 0.0 

Machinery and equipment ... ... 0.5 0.0 

Source: ITC Investment Map, 2007; UNCTAD World Investment Report, Various years 
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Table 23b. FDI in Bulgaria (2005) 
 

Industry 
Inflow 

(US$ Mio)  
Per capita 

in US$ 

Inward 
stock 
2005 

(US$ Mio)  

% Chg 
p.a. 2002-

5 

Finance 763.6 99 ... ... 

Business  activities 508.5 66 ... ... 

Cons truction 214.7 28 ... ... 

Transport, s torage & comm . 205.6 27 ... ... 

Wholesale and retail trade 192.5 25 ... ...  

Unspecified secondary 182.8 24 ... ...  

Hotels  and res taurants 64.0 8 ... ... 

Mining and quarrying 25.7 3 ... ...  

Community, social activities 18.8 2 ... ... 

Electricity, gas  and water 10.9 1 ... ... 

Agriculture and hunting 4.5 1 ... ... 

Fores try and Fishing (PRODUCTS) 0.1 0 ... ... 

Health and social services 0.1 0 ... ... 

Source: ITC Investment Map, 2007; UNCTAD World Investment Report, Various years 
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Table 23c. FDI in Greece (2005) 

Industry 
Inflow 

(US$ Mio)  

Per 
capita in 

US$ 

Inward 
stock 2005 
(US$ Mio)  

% Chg p.a. 
2002-5 

Coke, petroleum  & fuel 366.0 33 1,546.3 0.7 

Transport, s torage & comm . 334.2 30 4,804.9 0.4 

Business  activities 209.2 19 373.9 0.4 

Food, beverages  and tobacco 120.1 11 3,447.3 0.4 

Wholesale and retail trade 91.3 8 2,397.0 0.5 

Unspecified secondary 27.7 3 441.6 0.0 

Machinery and equipment 19.4 2 197.9 0.7 

Textiles , clothing and leather 17.2 2 55.4 0.3 

Cons truction 15.9 1 574.2 1.2 

Other services 14.9 1 309.8 0.3 

Motor vehicles /transport equip. 13.1 1 12.4 0.3 

Wood and wood products 10.7 1 196.2 -0.1 

Metal and metal products 6.7 1 866.5 0.2 

Rubber and plas tic products 5.0 0 117.9 0.0 

Hotels  and res taurants 2.3 0 852.6 0.3 

Agriculture and hunting 0.9 0 2.6 0.4 

Petroleum 0.3 0 ... ... 

Electricity, gas  and water 0.1 0 13.1 3.5 

Chem icals  and chem ical products -129.9 -12 900.4 0.3 

Electrical and electronic equipment -207.8 -19 109.9 0.1 

Finance -392.7 -36 4,843.2 0.5 

Mining and quarrying ... ... 390.8 39.3 

Source: ITC Investment Map, 2007; UNCTAD World Investment Report, Various years 
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Table 23d. FDI in Romania (2005) 
 

Industry 
Inflow (US$ 

Mio)  
Per capita 

in US$ 

Inward 
stock 2005 
(US$ Mio)  

% Chg p.a. 
2002-5 

Petroleum 1,535.2 71 ... ... 

Wholesale and retail trade 924.1 43 3,883.2 ... 

Finance 878.2 40 3,761.3 ... 

Metal and metal products 782.5 36 2,121.0 ... 

Transport, s torage & comm . 547.8 25 3,179.8 ... 

Unspecified secondary 465.8 21 352.9 ... 

Motor vehicles /transport equip. 402.4 19 1,316.9 ... 

Wood and wood products 177.6 8 728.3 ... 

Food, beverages  and tobacco 142.8 7 1,690.0 ... 

Business  activities 136.6 6 1,988.4 ... 

Textiles , clothing and leather 95.6 4 681.0 ... 

Cons truction 84.5 4 212.0 ... 

Machinery and equipment 67.1 3 412.1 ... 

Chem icals  and chem ical products 57.1 3 1,061.1 ... 

Other services 48.4 2 ... ... 

Hotels  and res taurants 34.8 2 49.7 ... 

Electrical and electronic equipment 33.5 2 478.5 ... 

Agriculture and hunting 31.1 1 ... ... 

Electricity, gas  and water 26.1 1 1,086.0 ... 

Rubber and plas tic products 18.6 1 ... ... 

Mining and quarrying 1.2 0 1,897.2 ... 

Coke, petroleum  & fuel -53.4 -2 ... ... 

Non-metallic m ineral products ... ... 833.7 ... 
Source: ITC Investment Map, 2007; UNCTAD World Investment Report, Various years 
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Table 23e. FDI in Russia (2005) 
 

Industry 
Inflow 

(US$ Mio)  
Per capita 

in US$ 

Inward stock 
2005 (US$ 

Mio)  

% Chg p.a. 
2002-5 

Petroleum 3,913.0 27 3273 0.0 

Coke, petroleum  & fuel 3,555.0 25 20 0.0 

Business  activities 930.0 6 ... ... 

Wholesale and retail trade 767.0 5 2512 0.0 

Unspecified secondary 613.0 4 205 0.0 

Finance 589.0 4 1362 0.0 

Food, beverages  and tobacco 550.0 4 3064 0.0 

Wood and wood products 424.0 3 646 0.0 

Non-metallic m ineral products 397.0 3 ... ...  

Transport, s torage & comm . 245.0 2 5086 0.0 

Chem icals  and chem ical products 229.0 2 503 0.0 

Motor vehicles /transport equip. 217.0 2 ... ... 

Metal and metal products 173.0 1 477 0.0 

Machinery and equipment 166.0 1 973 0.0 

Rubber and plas tic products 154.0 1 ... ...  

Electricity, gas  and water 149.0 1 72 0.0 

Agriculture and hunting 118.0 1 ... ...  

Cons truction 117.0 1 301 0.0 

Mining and quarrying 99.0 1 17 0.0 

Community, social activities 83.0 1 119 0.0 

Electrical and electronic equipment 71.0 0 ... ...  

Textiles , clothing and leather 29.0 0 ... ... 

Hotels  and res taurants 21.0 0 ... ... 

Health and social services 12.0 0 ... ... 

Fores try and Fishing (PRODUCTS) 1.0 0 ... ... 

Education 0.1 0 ... ... 

Public adm inis tration and defense 0.0 0 0.1 0.0 

Source: ITC Investment Map, 2007; UNCTAD World Investment Report, Various years 
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Table 23f. FDI in Turkey (2005) 
 

Industry 
Inflow 

(US$ Mio)  
Per capita 

in US$ 

Inward 
stock 
2005 

(US$ Mio)  

% Chg 
p.a. 2002-

5 

Finance 4,016.0 55 12,355.0 0.9 

Transport, s torage & comm . 3,285.0 45 14,053.0 1.2 

Textiles , clothing and leather 187.0 3 656.0 0.4 

Chem icals  and chem ical products 174.0 2 2,527.0 0.5 

Metal and metal products 139.0 2 752.0 0.4 

Motor vehicles /transport equip. 106.0 1 6,399.0 0.4 

Cons truction 92.0 1 101.0 -0.4 

Other services 86.0 1 241.0 0.6 

Health and social services 74.0 1 441.0 0.1 

Wholesale and retail trade 68.0 1 5,865.0 0.6 

Food, beverages  and tobacco 68.0 1 3,760.0 0.3 

Non-metallic m ineral products 53.0 1 2,360.0 1.1 

Hotels  and res taurants 42.0 1 1,289.0 1.1 

Mining and quarrying 40.0 1 1,972.0 1.1 

Business  activities 29.0 0 1,856.0 ... 

Wood and wood products 23.0 0 650.0 0.4 

Education 17.0 0 64.0 ... 

Machinery and equipment 13.0 0 1,103.0 0.1 

Electrical and electronic equipment 13.0 0 1,142.0 0.4 

Rubber and plas tic products 8.0 0 1,113.0 0.3 

Agriculture and hunting 5.0 0 319.0 1.3 

Other manufacturing 4.0 0 33.0 -0.6 

Electricity, gas  and water 4.0 0 3,468.0 0.3 

Unspecified secondary ... ... ... ... 

Coke, petroleum  & fuel ... ... 761.0 0.3 

Fores try and Fishing (PRODUCTS) ... ... 5.0 ... 

Source: ITC Investment Map, 2007; UNCTAD World Investment Report, Various years 
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Table 23g. FDI in Ukraine (2005) 
 

Industry 
Inflow 

(US$ Mio 
Per capita 

in US$ 

Inward 
stock 2005 
(US$ Mio)  

% Chg p.a. 
2002-5 

Wholesale and retail trade 423.0 9 1,569.4 0.3 

Business  activities 193.4 4 589.9 0.6 

Finance 178.7 4 688.4 0.3 

Chem icals  and chem ical products 151.0 3 472.5 0.3 

Food, beverages  and tobacco 107.9 2 1,125.1 0.1 

Transport, s torage & comm . 93.2 2 630.4 0.3 

Hotels  and res taurants 68.9 1 258.0 0.3 

Machinery and equipment 67.3 1 677.2 0.2 

Unspecified tertiary 55.1 1 163.2 0.4 

Cons truction 48.1 1 247.2 0.2 

Wood and wood products 45.0 1 153.1 0.3 

Coke, petroleum  & fuel 28.3 1 213.9 0.0 

Non-metallic m ineral products 24.6 1 173.0 0.2 

Textiles , clothing and leather 20.4 0 120.0 0.2 

Health and social services 17.7 0 156.0 0.1 

Unspecified secondary 13.4 0 259.0 0.2 

Electricity, gas  and water -14.3 0 36.0 -0.4 

Metal and metal products -31.8 -1 425.9 0.2 

Source: ITC Investment Map, 2007; UNCTAD World Investment Report, Various years 

 

Investment opportunities will reflect a number of the conditions that have been 

reviewed such as the institutional framework, the enforcement of regulations, the 

predictability of government policy, the level of economic growth and the 

opportunities for trade. The level of protection will be a major determinant for 

opportunities at the manufacturing level, while the commitments made by 

countries in the WTO GATS Agreement under mode 3 (commercial presence) will 

be a major determinant of the opportunities for investment in service sectors. 

 
In this light, sectoral opportunities for FDI in goods reflect the opportunities for 

export potential provided for in section II.2., while FDI opportunities in services are 

present in mode 3 liberalisation commitments which vary from country to country 

but generally few limitations for market access or national treatment exist for 

business services (except Romania and Turkey), distribution services, 

communication services (except Armenia and Turley) environmental services, 
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 educational services (except Greece, Romania and Turkey), health services 

(except Turkey), tourism (except Greece) and recreational, cultural and personal 

services (except Romania and Turkey). Financial and insurance services, 

construction and transportation services have more limitation on market access 

and national treatment and this may present less opportunities for establishing a 

commercial presence. 

 IIIIVVVV. . . . ConclusionConclusionConclusionConclusion    

 

The study has undertaken a major evaluation of available quantitative indicators to 

identify sectors which exhibit strong intra-regional trade or investment potential. As 

highlighted previously, an important caveat to the analysis is that further 

information needs to be collected at the enterprise level in order to corroborate the 

findings of the study. In the absence of this firm level information, the study has 

attempted to use the latest trade indicators available to identify key strategic sectors 

for the region.  

 

Based on a comparison of actual trade flows and trade flows one would expect 

based on the size, proximity and other indicators of the respective economies of 

BSEC, the study identifies a number of sectors where countries are undertrading. 

The existence of untapped trade potential can reflect structural impediments to 

each country’s ability to trade but can also indicate the existence of asymmetric 

information whereby countries are unaware of opportunities of trade between 

them. This study attempts to provide an answer to the latter using indicators such 

as the revealed comparative advantage, intra-industry trade index, intensity and 

complementarity of trade indices, and other trade performance indices. 

 

The key strategic sectors in the manufacturing sector identified according to the 

gravity equation and trade flow analysis are:  

 



 

  82/139 
 

� Textiles and clothing (in particular HS Chapters 52, 54, 55, 60, 61, 

62 and 64) 

� Food and beverages (in particular HS Chapters 17, 18, 19, 21 and 

22) 

� Metal products (in particular HS Chapters 72, 73, 74 and 76) 

� Agricultural products (in particular HS chapters (03 and 08) 

� Wood products (in particular HS chapters  44, 48, 49 and 94) 

 
In the services sector, a number of countries have exhibited growth rates in the in 

exports of services which have outperformed the world performance. Moreover the 

region has a number of sectors which have a high and dynamic import demand. 

The sectors which have exhibited the highest trade potential are travel, 

transportation and other commercial services. The greatest potential for trade lies 

in sectors where countries have made commitments to limit restriction on market 

access and national treatment. In this regard, the study identifies the following 

sectors as those with the highest indicative trade potential, based on a combination 

of trade in services performance, absolute export capacity and commitments made 

in the WTO GATS Agreement:    

� Travel services (High potential) 

� Computer and information services (High potential) 

� Distribution services (High potential) 

� Other commercial and business services (High potential) 

� Insurance services (Medium potential) 

� Transport services (Medium potential) 

� Financial services (Low potential) 

� Construction services (Low potential) 

 

Finally the study seeks to identify opportunities for investment in the BSEC region 

and does so by first identifying bottlenecks to investment in the policy environment  
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in order to identify the countries with the highest investment potential. The study 

also analyses the level of FDI inflows, the FDI inward stock and foreign affiliates 

activities. It then selects sectors already identified previously as having a high intra-

regional trade potential for the manufacturing sector. Sectors have been further 

identified when countries have made commitments in specific sectors so as to not 

limit market access or national treatment with regard to establishing a foreign 

commercial presence in their country. Thus the following sectors have been 

identified as having a high investment potential: 

� Manufacturing Sector: 

• Textiles and clothing, Food and beverages, Metal products and 

Wood products 

� Services Sector: 

• Travel services, distribution services, communication services, 

environmental services, educational services, health services, 

recreational, cultural and personal services, and other commercial 

services. Nonetheless, Turkey, Greece and Romania have a 

certain amount of limitations to establishing a foreign presence in 

their territory in subsectors of these services. 

 

In sum, this study has highlighted that a number of significant opportunities exist 

for both trade in services and trade in goods, as well as investment. Improving 

information and bringing importers and exporters together, as well as informing 

potential investors of these opportunities would be important channels to promote 

intra-regional trade and investment flows. 
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Annex 1. Trade Indicators 
 

Table A1. Major Export Partners for BSEC countries 
Percentage share of total exports in 2005 

 

  

Albania Armenia Azerbaijan Bulgaria Georgia Greece Moldova Romania  Russia 
Serbia and 
Montenegro

Turkey Ukraine 

Armenia 5.3%

Austria 5.0% 7.4%

Belarus 4.3%

Belgium 16.8% 6.4%

Bulgaria 6.5%

Canada 4.4%

China 6.4%

Czech Republic 14.5%

France 4.9% 4.2% 6.9% 7.3% 5.8%

Georgia 5.3%

Germany 11.4% 9.4% 11.5% 13.3% 9.5% 15.4% 8.4% 16.6% 13.9% 4.1%

Greece 6.3% 6.1% 5.0% 7.1%

Iran 9.9%

Israël 14.3%

Italy  71.0% 31.1% 13.2% 10.2% 10.7% 20.9% 5.4% 30.1% 7.4% 5.4%

Netherlands 6.7%

Romania  9.4%

Russia 14.2% 9.7% 31.4% 17.4%

Slovenia 4.2%

Spain 7.9% 4.2%

Turkey 6.1% 9.7% 28.1% 4.6% 7.0% 4.5% 7.1%

Turkmenistan 7.5%

United Kingdom 7.6% 6.1% 8.8%

Ukraine 5.8% 5.7%

United States 7.8% 5.6% 7.1% 5.2% 5.8% 4.1% 7.7%

Sources: National Statistical Off ices, Black Sea Economic Cooperation Business Council   
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Table A2. Major Import Partners for BSEC countries 
Percentage share of total imports in 2005 

 

  

Albania Armenia Azerbaijan Bulgaria Georgia Greece Moldova Romania  Russia 
Serbia and 
Montenegro

Turkey Ukraine 

Austria        5.5%  9.0%   

Azerbaijan     6.2%        

Belgium  10.3%           

Bulgaria          4.3%   

China   5.0%      7.1%  4.6%  

Finland         5.0%    

France    6.1%  6.6%  7.2% 4.5% 5.1% 6.4%  

Germany 5.5%  8.0% 15.3% 7.5% 13.3% 12.5% 17.9% 16.7% 20.2% 12.9% 11.9%

Greece 20.4%         4.2%   

Hungary        6.1%     

Iran  10.2%           

Israel  8.6%           

Italy  36.0%   9.6%  12.6% 8.0% 18.3% 5.9% 18.1% 7.1% 4.5%

Japan         4.5%    

Netherlands   5.3%   5.4%       

Netherlands          4.4%   

Romania        5.3%      

Russia  9.8% 13.1% 19.9% 11.0% 5.4% 14.7% 5.7%   9.3% 31.9%

Slovenia          6.1%   

South Korea      4.6%       

Turkey 8.1%  11.5%  13.6%   4.3%     

Turkmenistan            5.8%

United Arab Emirates  6.2%           

United Kingdom   13.9%  6.5%      4.4%  

Ukraine     5.3%  16.8%  6.7%    

United States  7.7% 4.7%  14.8% 4.4%     4.8%  

Sources: National Statistical Off ices, Black Sea Economic Cooperation Business Council  
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Table A3. Major Export by Product Group for BSEC countries 
 

 

  

Albania Armenia Azerbaijan Bulgaria Georgia Greece Moldova Romania  Russia 
Serbia and 
Montenegro 

Turkey Ukraine 

Crude Oil X            

Oil and Gas   X          

Energy  X           

Petroleum products      X   X   X 

Minerals and fuels    X    X     

Fuel re-export     X       X 

Natural Gas         X    

Chemicals    X X X  X X   X 

Machinery & transp. equip.   X X X  X X   X X 

Asphalt X            

Metals and metal products X       X X  X X 

Scrap metal     X        

Iron and Steel    X         

Mineral products  X           

Diamonds  X           

Raw  materials          X   

Wood and wood products         X    

Manufactured goods      X    X X  

Textiles and footwear X   X  X X X   X  

Agricultural products        X     

Vegetables, Fruits X            

Tobacco X            

Foodstuffs  X X   X X   X X X 

Cotton   X          

Citrus fruit     X        

Tea     X X       

Wine     X X       

Live animals          X   

Sources: National Statistical Off ices, Black Sea Economic Cooperation Business Council  
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Table A4. Major Import by Product Group for BSEC countries 
 

 

  

Albania Armenia Azerbaijan Bulgaria Georgia Greece Moldova Romania  Russia 
Serbia and 
Montenegro 

Turkey Ukraine 

Natural Gas  X          X 

Petroleum  X          X 

Oil products   X          

Fuels    X X X X X  X X  

Chemicals X  X X  X X X  X X X 

Metals   X     X X    

Minerals and raw  material    X   X X     

Machinery &  transp. Equip. X  X X X X X X X X X X 

Pharmaceuticals     X    X    

Manufactured goods          X   

Textiles X   X   X X X    

Foodstuffs X X X   X   X    

Tobacco products  X           

Grain and other foods     X        

Meat         X    

Sugar         X    

Live animals          X   

Sources: National Statistical Off ices, Black Sea Economic Cooperation Business Council  
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Table A5. Revealed Comparative Advantage for BSEC Member States 
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01 LIVE ANIMALS 1.1 0.2 0.0 2.3 0.0 0.5 0.1 10.6 0.0 1.0 0.3 0.1

02 MEAT AND EDIBLE MEAT 0.1 0.8 0.0 2.2 0.2 0.6 0.7 0.5 0.0 1.4 0.3 3.7

03 FISH AND CRUSTACEANS 6.8 3.5 0.5 0.5 2.2 4.4 0.2 0.1 0.5 0.9 2.9 0.2

04 DAIRY PRODUCE; BIRDS 0.0 2.3 0.1 0.9 0.1 0.1 1.2 0.3 0.2 0.8 0.1 4.0

05 PRODUCTS OF ANIMAL OR 20.4 0.0 2.4 5.2 0.0 0.3 0.2 1.5 0.4 5.5 0.0 1.2

06 LIVE TREES AND OTHER 0.5 0.2 0.9 0.6 5.6 1.5 1.3 0.1 0.0 13.1 3.4 0.1

07 EDIBLE VEGETABLES 3.4 0.1 7.6 0.7 0.7 0.7 1.1 0.0 0.0 1.5 5.0 0.1

08 EDIBLE FRUIT AND NUT 0.0 0.2 6.1 0.2 4.3 2.9 3.0 0.3 0.0 1.1 4.1 0.2

09 COFFEE, TEA, MATÉ 1.4 36.9 10.4 0.1 5.3 0.5 0.6 0.6 1.1 1.3 0.3 0.1

10 CEREALS 0.0 0.0 0.0 0.9 2.1 0.1 2.3 0.3 1.5 5.8 0.0 0.5

11 PRODUCTS OF THE MILLING 0.0 0.0 1.0 0.5 1.7 0.9 0.5 0.2 0.7 4.6 1.8 1.2

12 OIL SEEDS AND OLEAGINOUS 4.3 0.0 0.7 9.4 1.0 0.9 6.1 1.2 0.2 1.1 0.6 0.6

13 LAC; GUMS, RESINS 0.0 0.0 0.0 1.0 1.1 11.2 0.0 1.6 0.1 1.6 0.2 0.4

14 VEGETABLE PLAITING MATERIALS 0.0 0.0 6.5 9.2 6.1 0.4 0.0 0.0 0.0 10.6 0.5 0.0

15 ANIMAL OR VEGETABLE 0.0 0.0 7.4 0.7 0.1 0.9 5.3 1.3 0.4 2.4 0.2 1.8

16 PREPARATIONS OF MEAT 3.8 2.3 0.5 0.0 0.0 0.9 0.6 0.1 1.3 6.6 0.1 1.0

17 SUGARS AND SUGAR CONFECTION 0.0 0.1 0.0 0.8 17.8 0.6 3.6 0.0 0.4 2.9 1.4 1.6

18 COCOA AND COCOA PREP 0.0 0.1 0.0 0.4 0.3 0.1 0.5 0.0 0.6 3.2 1.1 2.5

19 PREPARATIONS OF CEREALS 0.0 0.2 0.0 1.6 0.0 0.9 0.5 0.6 0.6 7.0 1.2 1.2

20 PREPARATIONS OF VEGETABLE 1.3 6.4 1.8 1.4 0.4 2.5 7.9 0.1 0.2 2.0 2.1 1.1

21 MISCELLANEOUS EDIBLE PREP 0.0 0.4 0.0 0.7 0.2 1.1 0.2 0.5 0.9 5.1 1.3 0.9

22 BEVERAGES, SPIRITS 0.0 27.2 0.5 0.9 15.2 0.3 24.8 0.2 0.2 2.6 0.0 1.7

23 RESIDUES AND WASTE 0.5 0.0 0.3 2.1 0.8 1.4 3.3 1.2 0.8 3.4 0.1 1.3

24 TOBACCO 8.8 0.9 2.4 1.3 0.1 3.8 1.9 0.0 1.0 0.2 0.8 0.6

25 SALT; SULPHUR; EARTH 1.2 8.8 0.2 1.1 4.7 1.2 3.5 0.2 0.5 0.3 1.7 1.6

26 ORES, SLAG AND ASH 4.3 0.0 0.0 0.1 7.1 0.5 0.0 0.8 0.6 0.2 0.8 2.3

27 MINERAL FUELS, MINERAL 0.0 0.2 2.2 0.3 0.2 0.5 0.0 1.0 1.9 0.3 0.0 0.2

28 INORGANIC CHEMICALS; 0.2 0.1 0.2 1.9 0.3 0.5 0.0 1.6 0.5 0.2 0.2 2.5

29 ORGANIC CHEMICALS 0.0 0.1 1.1 1.6 0.0 0.2 0.1 3.5 1.0 0.7 0.1 1.0

30 PHARMACEUTICAL PRODUCTS 0.1 1.3 0.1 2.8 1.2 1.2 1.1 1.3 0.7 5.5 0.6 0.8

31 FERTILIZERS 0.0 0.0 0.0 0.6 2.1 0.2 0.2 2.1 1.1 0.9 0.0 1.5

32 TANNING OR DYEING EXTRACT 0.0 0.1 0.1 0.6 0.0 4.8 0.1 0.4 0.2 2.6 2.0 1.4

33 ESSENTIAL OILS AND RESINOID 0.0 0.3 0.0 1.6 2.7 2.6 1.5 1.3 0.7 0.7 2.0 0.3

34 SOAP, ORGANIC SURFACE 0.0 0.2 0.1 0.7 0.3 0.7 0.1 1.1 0.6 2.6 3.1 0.4

35 ALBUMINOIDAL SUBSTANCES 0.0 0.8 0.0 3.7 0.0 4.3 0.1 0.6 0.2 2.3 2.4 0.3

36 EXPLOSIVES; PYROTECHNIC 0.0 0.0 0.1 0.1 0.3 0.2 0.0 0.0 1.4 5.3 1.2 0.5

37 PHOTOGRAPHIC OR CINEMATOGRAPHIC 0.0 0.0 0.0 11.4 0.0 3.2 0.0 0.2 0.3 0.9 0.4 0.2

38 MISCELLANEOUS CHEMICAL PRODUCTS 0.0 0.1 0.7 0.5 0.2 2.8 0.1 0.8 0.8 2.4 1.4 0.7

39 PLASTICS AND ARTICLES 0.5 0.1 1.4 1.6 0.0 2.8 0.4 1.6 0.3 1.6 2.4 0.7

40 RUBBER AND ARTICLES 0.0 3.6 0.0 0.5 0.0 0.1 0.3 0.5 1.4 2.5 0.8 0.9

41 RAW HIDES AND SKINS 8.6 0.0 0.8 1.3 1.2 2.5 5.4 0.6 0.1 4.6 0.8 2.1

42 ARTICLES OF LEATHER 0.0 0.1 0.1 0.6 0.3 0.7 10.5 0.4 0.1 1.1 5.1 0.1

43 FURSKINS AND ARTIFICIAL FUR 0.6 0.0 0.0 0.0 0.0 12.0 0.0 0.0 0.0 0.0 2.2 0.0

45 CORK AND ARTICLES OF CORK 0.0 108.6 0.0 10.9 2.0 0.3 4.8 0.2 0.1 0.5 0.1 0.1

46 MANUFACTURES OF STRAW 1.1 0.0 0.0 1.3 0.2 4.0 0.0 0.4 0.0 1.7 4.4 0.1
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Table A5. Revealed Comparative Advantage for BSEC Member States (cont’d) 
 

 

Source: Authors calculation based on UNSD Comtrade Statistics, 2006 
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47 PULP OF WOOD OR OF OTHER 0.4 0.0 0.0 3.9 0.0 1.1 0.4 0.3 1.6 1.8 0.0 0.0

48 PAPER AND PAPERBOARD; ART 2.7 0.5 0.1 0.9 0.1 1.0 0.9 0.6 0.8 1.3 1.2 1.5

49 PRINTED BOOKS, NEWSPAPERS 0.0 0.7 0.1 0.5 0.2 1.3 0.8 0.9 0.8 6.0 0.8 1.2

50 SILK 0.0 0.0 0.0 0.2 0.8 5.9 0.0 0.7 0.0 0.0 4.4 0.0

51 WOOL, FINE OR COARSE ANIMAL HAIR 0.2 0.0 0.0 4.5 0.1 1.2 0.5 2.5 0.3 0.4 2.9 0.0

52 COTTON 0.0 0.1 3.9 0.6 0.0 6.9 0.1 0.1 0.2 0.2 2.8 0.1

53 OTHER VEGETABLE TEXTILE 0.0 0.0 0.0 0.3 0.0 1.4 0.0 0.2 1.7 0.1 1.0 0.3

54 MAN-MADE FILAMENTS 0.1 0.0 0.7 0.8 0.0 0.8 0.1 0.3 0.1 0.2 5.4 0.5

55 MAN-MADE STAPLE FIBRES 0.0 0.0 0.0 1.4 0.1 0.5 1.8 1.6 0.4 0.2 4.3 0.1

56 WADDING, FELT AND NONWOVEN 0.0 0.7 0.8 0.5 0.0 1.9 0.3 2.4 0.4 0.9 3.1 0.3

57 CARPETS AND OTHER TEXTILE 0.0 0.1 0.0 0.1 0.0 0.4 6.5 0.1 0.0 1.4 5.6 0.4

58 SPECIAL WOVEN FABRICS 0.0 0.0 0.0 0.1 0.0 1.1 0.0 0.2 0.0 0.1 6.6 0.0

59 IMPREGNATED, COATED 0.0 0.0 0.0 0.1 0.0 0.3 0.1 0.1 0.4 0.2 4.8 0.6

60 KNITTED OR CROCHETED FABRICS 0.1 0.2 0.0 0.3 0.0 2.9 0.1 0.1 0.0 0.0 5.8 0.1

61 ARTICLES OF APPAREL AND CLOTHING 20.6 1.0 0.0 8.3 0.0 5.2 2.7 0.5 0.0 0.3 1.4 0.0

62 ARTICLES OF APPAREL AND CLOTHING 22.5 0.4 0.0 5.5 1.4 2.8 1.6 0.7 0.1 1.5 2.8 0.0

63 OTHER MADE-UP TEXTILE ARTICLES 5.0 2.0 2.2 1.0 0.1 0.4 0.7 0.3 0.0 0.8 5.4 0.3

64 FOOTWEAR, GAITERS 1.8 0.1 0.1 1.2 0.1 1.9 3.9 1.1 0.1 3.9 3.4 0.5

65 HEADGEAR AND PARTS THEREOF 2.9 1.2 0.0 0.5 0.1 1.0 0.4 0.2 0.1 3.4 2.3 2.3

66 UMBRELLAS, SUN UMBRELLAS 0.0 0.0 0.0 2.6 0.4 1.7 0.7 0.4 0.1 1.1 2.8 1.5

67 PREPARED FEATHERS AND DOWN 0.0 0.0 0.0 0.6 0.1 10.4 0.0 0.3 0.0 0.7 2.5 0.0

68 ARTICLES OF STONE, PLASTER 1.9 0.7 0.0 0.2 0.1 1.0 0.6 0.6 0.9 1.0 1.9 1.0

69 CERAMIC PRODUCTS 1.5 0.0 0.0 0.9 0.2 1.9 0.7 0.6 0.3 3.1 2.9 1.0

70 GLASS AND GLASSWARE 0.1 3.6 0.0 3.4 0.2 0.6 4.0 0.7 0.5 1.4 2.3 0.6

71 NATURAL OR CULTURED PEARL 0.0 32.5 0.0 0.0 0.2 0.1 0.0 0.0 0.4 0.3 4.4 0.5

72 IRON AND STEEL 0.7 0.1 0.0 0.9 1.5 0.3 0.0 1.7 0.8 0.8 0.4 1.9

73 ARTICLES OF IRON OR STEEL 0.3 0.1 0.0 0.5 0.1 0.7 0.2 0.5 0.4 1.6 1.7 2.3

74 COPPER AND ARTICLES THEREOF 3.2 0.3 0.4 7.0 0.8 0.8 0.0 0.2 0.8 2.3 0.6 0.4

75 NICKEL AND ARTICLES THEREOF 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 2.0 0.1 0.1 0.7

76 ALUMINIUM AND ARTICLES THEREOF 2.5 0.0 0.5 0.6 1.1 2.9 1.1 1.5 1.0 0.8 1.1 0.4

78 LEAD AND ARTICLES THEREOF 0.0 0.0 0.0 11.2 0.9 0.9 0.0 1.8 0.3 0.1 0.0 0.6

79 ZINC AND ARTICLES THEREOF 0.2 0.0 0.0 11.8 0.0 0.1 0.0 1.2 0.7 1.1 0.0 0.0

80 TIN AND ARTICLES THEREOF 0.0 0.0 0.0 0.0 0.0 6.1 0.0 0.0 1.4 2.6 0.1 0.0

81 OTHER BASE METALS; CERMETS 0.0 0.5 0.0 0.0 0.0 0.0 0.0 0.0 1.3 0.5 0.2 2.0

82 TOOLS, IMPLEMENTS, CUTLERY 0.1 0.4 0.1 0.5 0.1 1.1 2.7 0.2 1.3 1.5 0.9 0.8

83 MISCELLANEOUS ARTICLES OF BASE METAL 0.2 0.0 0.0 0.8 0.1 2.4 0.3 0.5 0.3 1.3 3.5 0.8

84 NUCLEAR REACTORS, BOILERS 0.1 0.4 0.1 0.7 0.2 0.9 0.7 0.6 0.8 0.8 1.4 1.5

85 ELECTRICAL MACHINERY 0.6 1.5 0.0 0.8 0.1 1.7 0.7 0.9 0.4 1.2 2.4 1.3

86 RAILWAY OR TRAMWAY LOCOMOTIVE 0.2 0.6 0.1 0.4 0.3 0.0 0.1 0.5 0.4 0.3 0.0 3.9

87 VEHICLES OTHER THAN RAILWAY 0.0 0.1 0.0 0.2 1.2 0.6 0.4 0.8 1.0 1.1 2.7 0.4

88 AIRCRAFT, SPACECRAFT 0.0 0.1 0.1 0.2 32.0 0.0 1.4 0.3 0.8 0.1 0.0 1.8

89 SHIPS, BOATS 0.0 0.0 0.0 3.2 0.1 0.5 0.0 1.3 0.9 0.2 0.5 1.2

90 OPTICAL, PHOTOGRAPHIC 0.3 1.9 0.3 0.3 0.3 0.8 1.8 0.2 1.0 1.2 0.8 1.7

91 CLOCKS AND WATCHES 0.0 33.0 0.0 0.3 1.1 0.4 0.5 1.0 1.4 1.8 0.8 0.2

92 MUSICAL INSTRUMENTS; 0.0 0.1 0.2 2.2 0.6 5.0 0.0 1.6 0.0 6.9 1.2 0.7

93 ARMS AND AMMUNITION; 0.0 0.0 0.0 0.0 0.5 0.8 0.0 0.0 0.5 26.2 0.8 0.0

94 FURNITURE; BEDDING, MATTRESS 2.2 0.1 0.2 1.2 0.1 1.5 2.2 1.5 0.2 2.7 3.1 0.8

95 TOYS, GAMES AND SPORTS 1.2 0.4 0.0 1.8 0.3 2.7 4.6 0.9 0.4 2.5 1.2 1.3

96 MISCELLANEOUS MANUFACTURE 7.6 0.2 0.0 2.0 0.7 1.6 8.1 0.8 0.1 2.4 3.9 0.1

97 WORKS OF ART 0.2 0.0 0.1 0.4 0.1 0.4 0.2 0.0 1.3 13.2 0.6 0.1
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Table A6. Intra-industry trade in BSEC (2005)  
 

HS Description ALB ARM AZE BGR GEO GRE MOL ROM RUS SEM TUR UKR 

01 LIVE ANIMALS 0.97 0.86 0.90 0.40 0.93 0.91 0.61 0.90 0.70 0.86 0.53 0.72 

02 MEAT AND EDIBLE MEAT 0.96 0.79 1.00 0.53 0.07 0.62 0.48 0.86 0.99 0.99 0.21 0.89 

03 FISH AND CRUSTACEANS 0.38 0.31 0.88 0.15 0.04 0.30 0.77 0.62 0.53 0.55 0.19 0.51 

04 DAIRY PRODUCE; BIRDS 1.00 0.46 1.00 0.44 0.95 0.81 0.13 0.32 0.80 0.37 0.50 1.00 

05 PRODUCTS OF ANIMAL OR 0.63 1.00 0.78 0.69 0.96 0.80 0.89 0.08 0.21 0.52 0.98 0.23 

06 LIVE TREES AND OTHER 0.95 0.98 0.49 0.29 0.56 0.22 0.43 0.92 0.97 0.62 0.25 0.97 

07 EDIBLE VEGETABLES  0.73 0.97 0.90 0.38 0.52 0.60 0.39 0.94 0.94 0.80 0.98 0.66 

08 EDIBLE FRUIT AND NUT 1.00 0.42 0.99 0.59 0.88 0.24 0.61 0.60 0.99 0.07 0.70 0.89 

09 COFFEE, TEA, MATÉ  0.59 0.90 0.05 0.82 0.24 0.43 0.58 0.47 0.69 0.96 0.82 0.03 

10 CEREALS 1.00 1.00 1.00 0.88 0.76 0.95 0.86 0.11 0.83 0.30 0.85 0.88 

11 PRODUCTS OF THE MILLING  1.00 1.00 0.28 0.25 0.95 0.98 0.82 0.02 0.48 0.82 0.78 0.71 

12 OIL SEEDS AND OLEAGINOUS 0.79 1.00 1.00 0.94 0.20 0.44 0.74 0.24 0.22 0.94 0.54 0.98 

13 LAC; GUMS, RESINS  1.00 … 1.00 0.05 0.66 0.63 1.00 0.14 0.52 0.78 0.94 0.86 

14 VEGETABLE PLA ITING MAT. 1.00 1.00 0.98 0.85 0.43 0.17 1.00 1.00 0.74 0.08 0.35 1.00 

15 ANIMAL OR VEGETABLE  1.00 1.00 0.96 0.15 0.99 0.16 0.68 0.52 0.21 0.66 0.19 0.85 

16 PREPARATIONS OF MEAT 0.82 0.77 0.76 0.45 0.99 0.58 0.70 0.59 0.46 0.99 0.91 0.44 

17 SUGARS AND CONFECTION 1.00 1.00 0.98 0.07 0.56 0.38 0.38 0.92 0.16 0.09 0.76 0.01 

18 COCOA AND COCOA PREP 1.00 0.98 0.95 0.18 0.92 0.42 0.67 0.92 0.29 0.99 0.07 0.86 

19 PREPARATIONS OF CEREALS 1.00 0.97 0.98 0.10 1.00 0.17 0.79 0.27 0.24 0.98 0.05 0.68 

20 PREP. OF VEGETABLE 0.85 0.28 0.58 0.03 0.74 0.47 0.56 0.83 0.57 0.63 0.41 0.46 

21 MISCELLANEOUS EDIBLE PREP 1.00 0.89 0.97 0.15 0.93 0.21 0.91 0.02 0.44 0.98 0.16 0.08 

22 BEVERAGES, SPIRITS 0.99 0.73 0.39 0.79 0.86 0.56 0.85 0.45 0.85 0.92 0.89 0.98 

23 RESIDUES AND WASTE  0.88 1.00 0.93 0.67 0.59 0.27 0.50 0.52 0.64 0.81 0.88 0.13 

24 TOBACCO  0.62 0.91 0.91 0.95 0.96 0.88 0.64 0.94 0.17 0.20 0.43 0.19 

25 SALT; SULPHUR; EARTH 0.97 0.68 0.96 0.10 0.06 0.02 0.02 0.70 0.12 0.87 0.01 0.77 

26 ORES, SLAG AND ASH 0.99 1.00 1.00 0.98 1.00 0.66 0.93 0.63 0.14 0.90 0.44 0.15 

27 MINERAL FUELS, MINERAL  0.99 0.77 0.99 0.45 0.89 0.75 0.99 0.45 0.98 0.96 0.98 0.98 

28 INORGANIC CHEMICALS; 0.85 0.97 0.56 0.73 0.56 0.35 1.00 0.41 0.41 0.97 0.56 0.92 

29 ORGANIC CHEMICALS 1.00 0.89 0.45 0.48 0.74 0.71 0.56 0.42 0.74 0.92 0.83 0.37 

30 PHARMACEUTICAL PRODUCTS 0.99 0.81 0.87 0.87 0.83 0.91 0.70 0.00 0.30 0.92 0.64 0.30 

31 FERTILIZERS 1.00 1.00 1.00 0.12 0.87 0.67 0.80 0.36 0.99 0.95 0.95 0.85 

32 TANNING OR DYEING EXTRACT 0.99 0.98 0.91 0.43 0.99 0.92 0.95 0.51 0.64 0.16 0.51 0.83 

33 ESSENTIAL OILS & RESINOID 1.00 0.94 0.99 0.42 0.31 0.92 0.20 0.32 0.23 0.09 0.00 0.17 

34 SOAP, ORGANIC SURFACE 1.00 0.98 0.16 0.42 0.89 0.77 0.94 0.09 0.15 0.40 0.28 0.83 

35 ALBUMINOIDAL SUBSTANCES 1.00 0.85 0.99 0.13 1.00 0.84 0.95 0.35 0.10 0.62 0.51 0.11 

36 EXPLOSIVES; PYROTECHNIC  1.00 1.00 0.64 0.62 0.94 0.81 0.97 0.99 0.94 0.69 0.39 0.36 

37 PHOTO. / CINEMATOGRAPHIC 1.00 0.98 1.00 0.95 1.00 0.58 1.00 0.64 0.62 0.76 0.60 0.96 

38 MISC. CHEMICAL PRODUCTS 0.99 0.99 0.57 0.62 0.87 0.74 0.96 0.21 0.40 0.08 0.17 0.43 

39 PLASTICS AND ARTICLES  0.92 0.94 0.58 0.10 0.98 0.51 0.76 0.01 0.13 0.73 0.39 0.86 

40 RUBBER AND ARTICLES  1.00 0.51 0.20 0.35 0.99 0.78 0.75 0.28 0.47 0.08 0.60 0.99 

41 RAW HIDES AND SKINS  0.91 1.00 0.51 0.10 0.40 0.86 0.76 0.17 0.33 0.51 0.55 0.96 

42 ARTICLES OF LEATHER 1.00 0.86 0.33 0.14 0.83 0.64 0.88 0.67 0.59 0.19 0.90 0.93 

43 FURSKINS & ARTIFICIAL FUR 0.01 1.00 1.00 0.22 1.00 0.91 0.71 0.09 0.75 0.88 0.96 0.96 

44 WOOD AND ARTICLES OF WOD 0.85 1.00 0.66 0.58 0.10 0.64 0.93 0.59 0.83 0.92 0.09 1.00 
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HS Description ALB ARM AZE BGR GEO GRE MOL ROM RUS SEM TUR UKR 

45 CORK AND ARTICLES OF CORK 1.00 0.98 1.00 1.00 0.85 0.93 0.34 0.12 0.76 0.37 0.01 0.30 
46 

MANUFACTURES OF STRAW 0.89 1.00 … 0.36 0.94 0.26 1.00 0.63 1.00 0.87 0.87 0.78 

47 PULP OF WOOD OR OF OTHER  0.51 1.00 0.99 0.34 1.00 0.22 0.80 0.14 1.00 0.77 1.00 0.97 

48 PAPER & PA PERBOARD; ART 0.58 0.89 0.31 0.26 0.97 0.02 0.58 0.24 0.02 0.72 0.12 0.91 

49 PRINTED BOOKS/ NEWSPAP. 1.00 0.97 0.99 0.39 0.88 0.68 0.86 0.26 0.14 0.59 0.34 0.98 

50 SILK 1.00 1.00 1.00 0.91 0.60 0.94 … 0.90 1.00 1.00 1.00 1.00 

51 WOOL, ANIMAL HAIR 0.76 1.00 1.00 0.25 0.10 0.59 0.72 0.25 0.42 0.93 0.60 0.97 

52 COTTON 1.00 0.45 1.00 0.71 1.00 0.72 0.56 0.96 0.00 0.98 0.59 0.97 

53 OTHER V EGETABLE TEXTILE  1.00 1.00 0.99 0.66 1.00 0.83 0.91 0.78 0.87 0.99 0.11 0.08 

54 MAN-MADE FILAMENTS 0.98 0.91 0.89 0.46 1.00 0.36 0.84 0.78 0.70 0.92 0.89 0.87 

55 MAN-MADE STAPLE FIBRES 1.00 0.91 1.00 0.49 0.81 0.53 0.25 0.53 0.07 0.96 0.87 0.44 

56 WADDING, FELT & NONWOVEN 1.00 0.62 0.61 0.65 0.98 0.02 0.63 0.29 0.28 0.16 0.49 0.78 

57 CARPETS AND OTHER TEXTILE  1.00 0.87 0.18 0.71 1.00 0.69 0.84 0.84 0.95 0.54 0.81 0.89 

58 SPECIAL WOVEN FABRICS 1.00 0.92 0.70 0.87 0.97 0.03 0.96 0.52 0.97 0.24 0.88 1.00 

59 IMPREGNATED, COATED 1.00 1.00 0.96 0.87 1.00 0.09 0.81 0.95 0.03 0.14 0.55 0.92 

60 KNITTED OR CROCHETED FAB. 0.98 0.17 1.00 0.89 1.00 0.53 0.68 0.91 0.93 0.93 0.95 0.24 

61 ART. OF APPAREL & CLOTHING 0.01 0.87 0.81 0.24 0.93 0.63 0.49 0.32 0.92 0.39 0.63 0.34 

62 ART. OF APPAREL & CLOTHING 0.12 0.84 0.44 0.37 0.32 0.01 0.20 0.50 0.63 0.34 0.51 0.09 

63 OTHER MADE-UP TEXTILE ART. 0.52 0.39 0.87 0.13 0.95 0.80 0.90 0.62 0.91 0.10 0.84 0.16 

64 FOOTWEAR, GAITERS  0.80 0.93 0.66 0.36 0.96 0.18 0.13 0.30 0.65 0.36 0.72 0.97 

65 HEADGEAR & PARTS THEREOF 0.56 0.54 0.99 0.33 0.99 0.40 0.61 0.81 0.69 0.68 0.41 0.22 

66 UMBRELLAS, SUN UMBRELLAS 1.00 1.00 0.97 0.07 0.90 0.25 0.87 0.56 0.78 0.49 0.90 0.92 

67 PREPARED FEATHERS &DOWN  1.00 1.00 1.00 0.80 0.95 0.97 1.00 0.76 1.00 0.27 0.95 1.00 

68 ARTICLES OF STONE, PLASTER 0.42 0.95 0.84 0.83 0.96 0.13 0.84 0.45 0.33 0.48 0.07 0.65 

69 CERAMIC PRODUCTS 0.93 1.00 0.99 0.42 0.93 0.12 0.58 0.18 0.35 0.77 0.43 0.36 

70 GLASS AND GLASSWARE 0.99 0.56 0.98 0.37 0.94 0.59 0.03 0.52 0.12 0.47 0.32 0.95 

71 NATURAL /CULTURED PEARL 1.00 0.68 0.64 0.95 0.27 0.66 1.00 0.43 0.98 0.88 0.05 0.77 

72 IRON AND STEEL 0.85 0.97 0.88 0.19 0.44 0.65 0.93 0.50 0.31 0.94 0.24 0.97 

73 ARTICLES OF IRON OR STEEL 0.90 0.45 0.75 0.47 0.93 0.20 0.77 0.69 0.46 0.22 0.31 1.00 

74 COPPER & ARTICLES THEREOF 0.56 0.99 1.00 0.59 0.70 0.67 0.90 1.00 0.82 0.82 0.17 1.00 

75 NICKEL & ARTICLES THEREOF 1.00 1.00 0.13 1.00 1.00 0.66 1.00 0.09 0.68 0.99 0.99 0.67 

76 ALUMINIUM AND ARTICLES  0.82 0.48 1.00 0.68 0.15 0.36 0.03 0.82 0.76 0.94 0.28 1.00 

78 LEAD AND ARTICLES THEREOF 1.00 1.00 1.00 0.49 0.92 0.21 1.00 0.01 0.59 1.00 0.42 0.87 

79 ZINC AND ARTICLES THEREOF 0.07 1.00 1.00 0.99 0.79 0.88 1.00 0.99 1.00 0.93 0.94 0.11 

80 TIN AND ARTICLES THEREOF 1.00 1.00 0.28 1.00 1.00 0.96 1.00 1.00 0.99 1.00 0.94 1.00 

81 OTHER BASE METALS … 0.90 0.78 0.75 1.00 1.00 1.00 0.73 0.11 0.60 0.91 0.55 

82 TOOLS, IMPLEMENTS,CUTLERY 0.99 0.96 0.95 0.31 0.91 0.65 0.16 0.70 0.44 0.70 0.50 0.53 

83 MISC ARTICLES (BASE METAL) 0.96 1.00 0.63 0.49 0.95 0.57 0.87 0.24 0.30 0.23 0.64 0.65 

84 NUCLEAR REACTORS/BOILERS 0.97 0.93 0.94 0.29 0.85 0.17 0.34 0.31 0.03 0.16 0.21 0.81 

85 ELECTRICAL MACHINERY  0.94 0.32 0.54 0.30 0.95 0.04 0.45 0.66 0.28 0.27 0.32 0.95 

86 RAILWAY LOCOMOTIVE 0.39 0.98 0.96 0.01 0.07 0.94 0.18 0.49 0.70 0.72 0.94 0.83 

87 VEHICLES O/T RAILWAY  1.00 0.97 0.94 0.68 0.46 0.12 0.47 0.51 0.30 0.34 0.08 0.93 

88 AIRCRAFT, SPACECRAFT 0.74 1.00 1.00 0.42 0.12 0.36 0.19 0.94 0.81 0.80 0.99 0.67 

89 SHIPS, BOATS  1.00 1.00 0.32 0.31 0.87 0.21 1.00 0.52 0.07 0.98 0.48 0.17 

90 OPTICAL, PHOTOGRAPHIC 0.95 0.82 0.99 0.54 0.89 0.52 0.00 0.58 0.15 0.35 0.53 0.92 

91 CLOCKS AND WATCHES  1.00 1.00 0.17 0.19 0.45 0.09 0.80 0.84 0.64 0.76 0.67 0.41 
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92 MUSICAL INSTRUMENTS; 1.00 1.00 0.17 0.95 0.59 0.21 1.00 0.13 0.84 0.80 0.62 0.77 

93 ARMS AND AMMUNITION; 1.00 0.58 0.92 1.00 0.99 0.04 0.32 0.25 0.91 0.92 0.90 0.39 

94 FURNITURE;BEDDING,MATTRESS 0.77 0.83 0.94 0.19 0.96 0.35 0.14 0.53 0.56 0.65 0.94 0.11 

95 TOYS, GAMES AND SPORTS  0.92 1.00 0.06 0.22 0.87 0.55 0.38 0.70 0.49 0.37 0.62 0.28 

96 MISC. MANUFACTURE 0.67 1.00 0.73 0.36 0.77 0.18 0.53 … 0.78 0.45 0.94 0.89 

97 WORKS OF ART 0.98 1.00 … 0.71 0.94 0.66 1.00 … 0.93 0.72 1.00 0.20 

Source: Authors calculation based on UNSD Comtrade Statistics, 2006 
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Table A7 Trade intensity in BSEC (2005) 
 

HS Description ALB ARM AZE BGR GEO GRE MOL ROM RUS SEM TUR UKR 

01 LIVE ANIMALS 4.9 0.2 0.3 19.3 0.5 3.2 1.3 56.3 0.0 10.1 1.0 1.1 

02 MEAT AND EDIBLE MEAT 0.1 0.2 0.0 3.8 1.0 0.8 2.8 0.6 0.0 3.0 0.2 8.9 

03 FISH AND CRUSTACEANS 4.7 0.7 3.2 0.7 6.7 4.4 0.7 0.1 0.3 1.5 1.7 0.4 

04 DAIRY PRODUCE; BIRDS 0.0 4.1 3.1 10.2 2.5 1.1 30.4 1.9 0.9 11.2 0.8 64.9 

05 PRODUCTS OF ANIMAL OR 11.1 0.0 12.1 5.4 0.0 0.3 0.5 1.0 0.2 7.1 0.0 1.8 

06 LIVE TREES AND OTHER 0.4 0.1 7.0 0.9 20.3 1.8 4.6 0.1 0.0 25.4 2.4 0.2 

07 EDIBLE VEGETABLES  12.1 0.1 246.7 4.6 10.4 3.6 17.0 0.2 0.1 12.6 15.4 1.2 

08 EDIBLE FRUIT AND NUT 0.1 0.3 270.9 2.2 91.6 21.1 62.6 1.9 0.0 12.3 17.1 2.0 

09 COFFEE, TEA, MATÉ  2.7 20.6 181.2 0.3 44.3 1.5 4.7 1.4 1.7 6.0 0.5 0.6 

10 CEREALS 0.0 0.0 0.0 11.6 60.8 1.1 66.2 2.3 8.3 91.8 0.0 9.5 

11 PRODUCTS OF THE MILLING  0.2 0.0 47.2 5.2 40.3 6.9 10.6 1.3 2.8 57.0 8.1 16.7 

12 OIL SEEDS AND OLEAGINOUS 18.9 0.0 26.4 79.5 18.6 5.9 113.5 6.4 0.7 11.6 2.4 6.8 

13 LAC; GUMS, RESINS  0.0 0.0 0.0 0.4 0.9 3.1 0.0 0.4 0.0 0.7 0.0 0.2 

14 VEGETABLE PLA ITING MAT. 0.0 0.0 124.1 37.0 55.4 1.3 0.0 0.0 0.1 52.1 1.0 0.2 

15 ANIMAL OR VEGETABLE  0.0 0.0 350.2 7.0 1.1 6.6 116.1 8.0 1.7 29.2 1.1 25.3 

16 PREPARATIONS OF MEAT 18.8 3.4 21.4 0.4 0.8 6.5 12.9 0.9 5.0 78.1 0.6 13.8 

17 SUGARS AND CONFECTION 0.0 0.1 0.6 4.0 199.0 2.3 39.1 0.1 0.8 17.6 3.1 10.8 

18 COCOA AND COCOA PREP 0.0 0.2 1.0 4.6 7.2 0.8 11.3 0.1 2.8 44.0 5.9 39.0 

19 PREPARATIONS OF CEREALS 0.0 0.3 0.4 18.6 0.4 8.2 12.8 4.1 2.9 97.7 6.0 18.5 

20 PREP. OF VEGETABLE 7.0 9.7 84.5 14.0 8.6 19.1 175.1 0.7 1.0 25.0 9.6 15.1 

21 MISCELLANEOUS EDIBLE PREP 0.0 0.3 0.8 3.5 2.2 4.0 2.3 1.5 1.9 30.2 2.8 5.8 

22 BEVERAGES, SPIRITS 0.4 74.1 39.7 17.1 620.7 3.9 981.5 1.8 1.2 56.4 0.3 42.3 

23 RESIDUES AND WASTE  0.9 0.0 5.5 7.4 6.4 3.8 25.7 2.7 1.1 14.9 0.1 6.5 

24 TOBACCO  32.2 0.9 81.1 9.4 1.5 20.7 29.6 0.1 2.8 1.7 2.5 6.2 

25 SALT; SULPHUR; EARTH 9.3 19.3 12.0 15.7 157.0 13.4 112.3 2.0 3.0 5.8 11.1 31.1 

26 ORES, SLAG AND ASH 13.7 0.0 0.0 0.4 98.9 2.3 0.1 3.0 1.7 1.8 2.3 19.4 

27 MINERAL FUELS, MINERAL  0.2 0.5 170.2 5.0 6.5 7.0 0.3 10.5 12.9 5.6 0.2 5.5 

28 INORGANIC CHEMICALS; 1.3 0.2 12.6 21.9 8.4 4.2 0.0 11.6 2.6 2.5 0.9 39.1 

29 ORGANIC CHEMICALS 0.0 0.1 29.9 9.2 0.5 0.7 0.8 12.6 2.3 4.9 0.4 7.6 

30 PHARMACEUTICAL PRODUCTS 0.0 0.2 0.3 2.1 2.0 0.7 1.7 0.6 0.2 5.0 0.2 0.8 

31 FERTILIZERS 0.0 0.0 0.0 12.9 103.7 3.0 10.6 28.4 10.0 23.4 0.2 45.6 

32 TANNING OR DYEING EXTRACT 0.1 0.1 1.0 2.5 0.2 14.2 0.6 1.0 0.3 12.3 3.5 7.4 

33 ESSENTIAL OILS & RESINOID 0.0 0.1 0.1 5.6 20.9 6.8 10.8 2.8 1.0 2.9 3.0 1.3 

34 SOAP, ORGANIC SURFACE 0.0 0.2 4.6 5.3 5.2 4.0 1.4 5.6 2.2 25.2 11.4 4.3 

35 ALBUMINOIDAL SUBSTANCES 0.0 0.3 0.0 8.3 0.0 7.2 0.3 0.8 0.2 6.3 2.3 0.8 

36 EXPLOSIVES; PYROTECHNIC  0.0 0.0 2.6 1.4 7.3 1.2 1.0 0.1 6.1 68.5 5.7 7.4 

37 PHOTO. / CINEMATOGRAPHIC 0.0 0.0 0.0 16.0 0.0 3.4 0.0 0.2 0.2 1.5 0.2 0.3 

38 MISC. CHEMICAL PRODUCTS 0.0 0.0 7.0 1.0 1.1 4.4 0.5 1.1 0.7 6.2 1.3 2.2 

39 PLASTICS AND ARTICLES  1.3 0.1 32.0 7.6 0.3 10.5 4.6 4.8 0.6 9.4 5.2 4.5 

40 RUBBER AND ARTICLES  0.0 3.6 0.1 3.3 0.3 0.5 4.2 1.9 3.7 20.0 2.2 8.2 

41 RAW HIDES AND SKINS  15.6 0.0 13.8 4.5 9.8 6.6 42.0 1.3 0.1 19.7 1.2 10.0 

42 ARTICLES OF LEATHER 0.0 0.0 0.8 2.1 2.3 1.6 74.0 0.8 0.2 4.4 7.3 0.4 

43 FURSKINS & ARTIFICIAL FUR 7.1 0.0 0.0 0.9 0.0 192.9 0.8 0.4 0.4 1.2 20.8 0.9 

44 WOOD AND ARTICLES OF WOD 8.2 0.0 1.6 32.3 53.3 7.2 2.3 15.2 4.2 12.4 2.9 14.6 

45 CORK AND ARTICLES OF CORK 0.0 33.3 0.0 22.1 9.4 0.4 21.4 0.3 0.1 1.2 0.1 0.2 

46 MANUFACTURES OF STRAW 0.2 0.0 0.0 0.4 0.1 1.0 0.0 0.1 0.0 0.7 0.7 0.1 
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HS Description ALB ARM AZE BGR GEO GRE MOL ROM RUS SEM TUR UKR 

47 
PULP OF WOOD OR OF OTHER  1.4 0.0 1.1 29.0 0.0 6.4 6.0 1.5 4.8 16.5 0.0 0.4 

48 PAPER & PA PERBOARD; ART 8.3 0.4 3.0 5.3 0.9 4.6 12.0 2.1 2.0 9.7 3.4 12.7 

49 PRINTED BOOKS/ NEWSPAP. 0.0 0.5 1.2 2.2 2.4 4.7 7.9 2.7 1.5 33.9 1.7 8.0 

50 SILK 0.0 0.0 0.0 0.1 0.8 2.0 0.0 0.2 0.0 0.0 0.9 0.0 

51 WOOL, ANIMAL HAIR 0.2 0.0 0.0 9.8 0.6 2.0 2.5 3.5 0.2 1.0 2.8 0.0 

52 COTTON 0.0 0.1 103.7 3.3 0.0 29.7 1.9 0.3 0.6 1.0 7.2 0.4 

53 OTHER V EGETABLE TEXTILE  0.0 0.0 0.0 1.6 0.0 4.8 0.3 0.6 3.1 0.6 2.0 1.7 

54 MAN-MADE FILAMENTS 0.2 0.0 16.4 3.9 0.0 3.3 0.9 1.1 0.1 1.1 12.5 3.6 

55 MAN-MADE STAPLE FIBRES 0.0 0.0 0.0 5.5 0.6 1.4 15.4 4.1 0.6 1.1 7.8 0.5 

56 WADDING, FELT & NONWOVEN 0.1 0.4 14.3 2.0 0.2 5.4 2.8 5.8 0.6 4.2 5.3 1.7 

57 CARPETS AND OTHER TEXTILE  0.0 0.2 0.5 1.2 0.0 5.2 247.9 1.2 0.1 30.7 44.1 9.8 

58 SPECIAL WOVEN FABRICS 0.0 0.0 0.4 1.1 0.1 8.8 0.6 1.2 0.0 1.6 32.6 0.0 

59 IMPREGNATED, COATED 0.0 0.0 0.2 0.3 0.0 1.1 1.2 0.2 0.8 1.3 9.6 3.9 

60 KNITTED OR CROCHETED FAB. 0.7 0.4 0.0 4.6 0.0 36.3 4.5 1.1 0.1 0.6 41.9 1.2 

61 ART. OF APPAREL & CLOTHING 164.6 2.4 0.8 129.2 1.1 62.0 91.6 5.0 0.0 6.1 9.5 0.6 

62 ART. OF APPAREL & CLOTHING 85.2 0.4 0.7 40.3 23.6 15.7 25.5 3.1 0.2 13.6 9.4 0.4 

63 OTHER MADE-UP TEXTILE ART. 20.9 2.4 84.4 8.0 1.4 2.5 12.0 1.7 0.1 7.5 19.5 3.8 

64 FOOTWEAR, GAITERS  1.9 0.0 0.8 2.5 0.6 2.9 17.9 1.5 0.1 9.9 3.2 1.4 

65 HEADGEAR & PARTS THEREOF 2.9 0.4 0.1 0.9 0.3 1.5 1.8 0.3 0.1 8.0 2.0 6.1 

66 UMBRELLAS, SUN UMBRELLAS 0.0 0.0 0.0 5.7 2.2 2.9 3.3 0.6 0.1 3.1 2.8 4.5 

67 PREPARED FEATHERS &DOWN  0.0 0.0 0.0 0.1 0.0 1.6 0.0 0.0 0.0 0.2 0.2 0.0 

68 ARTICLES OF STONE, PLASTER 7.3 0.8 1.1 1.7 1.6 5.8 10.5 2.9 2.8 8.6 6.4 10.4 

69 CERAMIC PRODUCTS 4.7 0.0 0.1 5.5 2.3 8.8 9.6 2.2 0.8 23.1 7.9 8.7 

70 GLASS AND GLASSWARE 0.2 4.1 0.7 25.9 2.7 3.6 65.9 3.4 1.6 13.0 7.7 6.7 

71 NATURAL /CULTURED PEARL 0.0 5.0 1.3 0.0 0.5 0.1 0.0 22.4 0.2 0.4 2.0 0.8 

72 IRON AND STEEL 7.4 0.2 1.0 18.1 71.8 4.1 0.9 3.1 7.2 21.3 3.5 54.4 

73 ARTICLES OF IRON OR STEEL 1.7 0.2 21.9 5.5 1.9 5.8 5.4 1.2 1.8 20.7 8.4 34.1 

74 COPPER & ARTICLES THEREOF 18.9 0.5 0.0 79.3 21.2 6.8 0.2 0.0 4.0 31.1 3.0 6.9 

75 NICKEL & ARTICLES THEREOF 0.0 0.0 29.1 0.0 0.0 0.0 0.0 11.8 2.9 0.3 0.1 3.5 

76 ALUMINIUM AND ARTICLES  16.2 0.1 0.0 7.1 31.9 27.8 30.2 18.3 5.4 11.7 6.0 7.5 

78 LEAD AND ARTICLES THEREOF 0.0 0.0 0.0 179.6 31.4 11.1 0.0 14.0 1.9 1.2 0.3 14.1 

79 ZINC AND ARTICLES THEREOF 1.6 0.0 0.0 222.2 0.3 1.4 0.0 0.0 5.5 25.5 0.1 0.0 

80 TIN AND ARTICLES THEREOF 0.0 0.0 0.9 0.0 0.0 2.7 0.0 0.0 0.3 1.8 0.0 0.0 

81 OTHER BASE METALS 0.0 0.5 0.7 0.2 0.0 0.0 0.0 0.4 3.3 3.6 0.5 16.3 

82 TOOLS, IMPLEMENTS,CUTLERY 0.2 0.1 0.5 1.4 0.4 2.3 15.5 1.5 1.4 4.8 1.1 3.0 

83 MISC ARTICLES (BASE METAL) 0.6 0.0 1.4 3.6 1.0 8.6 2.7 1.1 0.5 7.2 7.4 5.4 

84 NUCLEAR REACTORS/BOILERS 0.1 0.2 0.4 2.0 1.1 2.0 4.6 1.1 1.0 3.1 1.9 6.5 

85 ELECTRICAL MACHINERY  0.7 0.5 9.2 1.8 0.5 2.7 3.2 7.8 0.4 3.2 2.3 3.8 

86 RAILWAY LOCOMOTIVE 2.2 2.2 0.3 11.0 20.6 0.0 6.8 1.3 4.0 8.8 0.4 142.8 

87 VEHICLES O/T RAILWAY  0.0 0.0 0.6 0.5 7.3 1.2 2.1 0.3 1.1 3.5 3.2 1.6 

88 AIRCRAFT, SPACECRAFT 0.0 0.0 0.0 0.3 110.9 0.0 4.8 1.5 0.5 0.2 0.0 3.8 

89 SHIPS, BOATS  0.0 0.0 1.6 5.6 0.4 0.7 0.0 0.2 0.7 0.5 0.4 3.0 

90 OPTICAL, PHOTOGRAPHIC 0.2 0.4 0.0 0.5 1.0 0.9 5.2 0.4 0.5 1.9 0.5 3.2 

91 CLOCKS AND WATCHES  0.0 3.0 0.6 0.2 1.5 0.2 0.7 0.7 0.3 1.3 0.2 0.2 

92 MUSICAL INSTRUMENTS; 0.0 0.0 5.4 1.5 0.9 2.6 0.0 4.9 0.0 5.7 0.4 0.7 

93 ARMS AND AMMUNITION; 0.0 0.1 0.0 0.0 10.2 5.2 25.0 0.6 1.6 271.5 3.2 5.7 

94 FURNITURE;BEDDING,MATTRESS 5.7 0.1 0.1 5.9 1.1 5.7 11.2 0.7 0.4 16.6 7.0 2.1 
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HS Description ALB ARM AZE BGR GEO GRE MOL ROM RUS SEM TUR UKR 

95 TOYS, GAMES AND SPORTS  0.7 0.0 0.6 2.0 0.7 2.3 25.0 0.1 0.2 3.4 0.6 0.3 

96 MISC. MANUFACTURE 5.4 0.0 1.3 2.8 2.3 1.7 0.4 ... 0.0 4.2 2.5 0.1 

97 WORKS OF ART 0.2 0.0 ... 0.5 0.2 0.4 0.0 ... 0.6 19.5 0.3 0.3 

Source: Authors calculation based on UNSD Comtrade Statistics, 2006 

 
 
 

Annex 2. Methodology for calculating trade potential and results 

Annex 2.1. Annex 2.1. Annex 2.1. Annex 2.1. Methodological aspects of Methodological aspects of Methodological aspects of Methodological aspects of Gravity EquationsGravity EquationsGravity EquationsGravity Equations    
 
 

The Trade potential calculated using the gravity equation is obtained from the 

International Trade Centre’s TradeSim model. TradeSim takes into account a 

number of factors such as market size, conflicts, tariffs, cultural proximity, distance 

between cities , etc. The TradeSim model calculates the expect trade that would 

take place between countries based on these variables.  Formally, the equation is 

given as: 

 

ijkijkijkijkijkijkkijkkjkikijk GCLBTDX εβββββββαα +++++++++= 6543210 lnlnlnlnln

 

Where  i:  exporting country; j: importing country; k: sector 
 Xijk:  Trade in sector k from country i to country j 

Dij:   Distance between country i and country j 
Bij:   Border between country i and country j (Equals 1 if bordering; 0 

otherwise) 
Tijk:  Tariff between country i and country j in sector k 
Lij:   Language common to country i and country j (Equals 1 if the same; 0 

otherwise) 
Cij:   Existence of conflict between country i and country j (Equals 1 if conflict; 

0 otherwise) 
Gij:  Bilateral measure of geographical location 
α ik, α jk: Multilateral resistence terms   
 

With only minor exceptions (for example for energy products), the model yields the 

expected results from economic theory, namely that tariffs (β2) impact negatively 

on bilateral trade, as do conflicts (β5) and transport costs — measured by distances 

between major trading cities (β1). On the other hand, the economic size of trading 
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partners (measured by GDP) (β0), bordering countries (β3), and common languages 

(β4) have a positive influence on bilateral trade flows. The bilateral measure of 

geographical location (β3) captures country specific characteristics based on the 

assumption that countries with similar geographical characteristics are likely to 

have similar comparative advantages and thus trade less. The bilateral location 

variable is captured using the country’s latitude, taking a value of 1 if both 

countries belong to the same hemisphere, using a 20° latitude line as division 

criterion, and 0 otherwise. 

 

Trade data is constructed from UNSD Comtrade Database for averages of 2002-03 

data. Tariff data is obtained from MacMaps and sectors are defined according to 

the ISIC 19 industrial sectors.  Distances are calculated according to the great 

circle distance between country I and country j’s capital (or main) cities. Conflict 

data is obtained from the Heidelberg Institute for International Conflict Research. 

With respect to languages, if two countries share a common main language, a 

value of 1 is given to the dummy variable; if two countries share a common 

language which is the main language of one and a second language for the other, 

then a value of 0.5 is given; and if both countries share a common second 

language, a value of 0.25 is given. The data on a country’s latitude is obtained from 

the CEPII database. The TradeSim model is described in detail in Helmers and 

Pasteels (2005).  

 

The export potential is calculated using the regressions for all 19 sectors and for all 

BSEC countries. The following notation is given to indicate the level of trade 

potential which exists in each sector between each partner country. 

 
��: Very strong untapped trade potential;  
�: Strong untapped trade potential 
�: Good fit;  
��: Good fit or low values 
��: Very strong current trade;  
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�: Strong current trade  
 
The following abbreviations for countries have been used: 
 
ALB: Albania 
ARM: Armenia 
AZE: Azerbaijan 
BGR: Bulgaria 
GEO: Georgia 
GRC: Greece 
MDA: Republic of Moldova 
ROM: Romania 
RUS: Russia 
S-M: Serbia-Montenegro 
TUR: Turkey 
UKR: Ukraine 
 

The limitation of the model is that it is based on a conditional general equilibrium 

framework which does not capture dynamic effects nor cross country linkages. The 

static nature of the equation therefore leads to the omission of second round effects 

from trade liberalisation. The omission of countries or variables in the model will 

have an important effect on the model results. Moreover, the model fails to capture 

sufficiently well trade complementarity effects in weakly diversified economies 

(which are by their very nature specialized in just a few commodities and therefore 

appear to over trade in some sectors and under trade in other sectors). 

    

Annex 2.2. Methodological aspects of TAnnex 2.2. Methodological aspects of TAnnex 2.2. Methodological aspects of TAnnex 2.2. Methodological aspects of Trade Flow Analysisrade Flow Analysisrade Flow Analysisrade Flow Analysis    
 

The trade flow analysis computes the sub-regional exports to the world and 

imports from the world for each country in the region at the most detailed level of 

classification available9. The data used comes from the UNSD Comtrade Database 

using 2005 data. Missing country data has been constructed using bilateral (mirror) 

statistics. Thus for over 5,000 product groups, the indicative export potential has 
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been calculated when one country is an exporter of a product group to the 

world, while the rest of BSEC member countries are importers of that same 

product group.  

The indicative import potential of a country is calculated when one country is 

an importer of a product group from the world and the rest of BSEC is an 

exporter of that same product group to the world. The indicative potential is 

calculated as the lower value between the two. Formally, the indicator is 

calculated as: 

 

ijkjkik XMXI −= ),min( where Xik and M jk represent exports of country i and 

imports of country j respectively in product k. 

 

The trade flow analysis is used to provide an indication of the potential for 

trade between a country and the rest of the region. Since the level of 

disaggregation is relatively high, the complementarity for trading between 

partner countries is considered to be relatively high. Obviously, even at this 

detailed level, products may not be perfect substitutes, but are considered to 

be closely approximate substitutes10. The indicative trade potential has been 

computed for the 5,000 product group and ranked from the highest to the 

lowest. 

 

 

 

                                                                 
9The s ix digit level of the harmonised sys tem  of trade class ification has  been used (referred to as  
HS6). This  is  the mos t detailed level poss ible for cross  country comparison 
10 Helmers  and Pas teels  (2006) provide a s tudy on the uses  and limitations  of assessing bilateral 
trade potential at the Commodity level.  

 
 

The trade flow The trade flow The trade flow The trade flow 
analysis is used to analysis is used to analysis is used to analysis is used to 
provide an provide an provide an provide an 
indication of the indication of the indication of the indication of the 
potential for trade potential for trade potential for trade potential for trade 
between a country between a country between a country between a country 
and the rest of the and the rest of the and the rest of the and the rest of the 
regionregionregionregion 
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Annex 2.3. Results of Gravity Equation Trade SimulationsAnnex 2.3. Results of Gravity Equation Trade SimulationsAnnex 2.3. Results of Gravity Equation Trade SimulationsAnnex 2.3. Results of Gravity Equation Trade Simulations    

 
Albania 
 

 Sector / Exports to ARM AZE BGR GEO GRC MDA ROM RUS TUR UKR S-M 

Agricu lture and hunting �� �� �� �� �� �� �� �� � �� �� 

Forestry and Fishing �� �� �� �� �� �� �� �� �� �� �� 

Food, beverages and tobacco �� �� �� �� �� �� �� �� �� �� �� 

Machinery and equipment �� �� �� �� �� �� �� �� �� �� �� 

Electrica l and e lectronic equipment �� �� �� �� �� �� �� �� �� �� �� 

Precision instruments �� �� �� �� �� �� �� �� �� �� �� 

Motor vehicles & other trans equip. �� �� �� �� �� �� �� �� �� �� �� 

Other manufacturing �� �� �� �� �� �� �� �� �� �� �� 

Recycling �� �� �� �� �� �� �� �� �� �� �� 

Textiles, clothing and leather �� �� �� �� �� �� �� �� �� �� �� 

Wood and wood products �� �� �� �� � �� �� �� �� �� �� 

Publish ing, prin t. & recorded media �� �� �� �� �� �� �� �� �� �� �� 

Chemicals and chem ical  products �� �� �� �� �� �� �� �� �� �� �� 

Rubber and plastic products �� �� �� �� �� �� �� �� �� �� �� 

Non-metall ic mineral  products �� �� �� �� �� �� �� �� �� �� �� 

Metal  and metal  products �� �� �� �� �� �� �� �� �� �� �� 

 
Armenia 
 

  Sector / Exports to ALB AZE BGR GEO GRC MDA ROM RUS TUR UKR S-M 

Agricu lture and hunting 
�� �� �� �� �� �� �� �� �� �� �� 

Forestry and Fishing 
�� �� �� �� �� �� �� �� �� �� �� 

Food, beverages and tobacco 
�� �� �� �� �� �� �� �� �� �� �� 

Machinery and equipment 
�� �� �� �� �� �� �� �� �� �� �� 

Electrica l and e lectronic equipment 
�� �� �� �� �� �� �� �� �� �� �� 

Precision instruments 
�� �� �� �� �� �� �� �� �� �� �� 

Motor vehicles & other trans equip. 
�� �� �� �� �� �� �� �� �� �� �� 

Other manufacturing 
�� �� �� �� �� �� �� �� �� �� �� 

Recycling 
�� �� �� �� �� �� �� �� �� �� �� 

Textiles, clothing and leather 
�� �� �� �� �� �� �� �� �� �� �� 

Wood and wood products 
�� �� �� �� �� �� �� �� �� �� �� 

Publish ing, prin t. & recorded media 
�� �� �� �� �� �� �� �� �� �� �� 

Chemicals and chem ical  products 
�� �� �� �� �� �� �� �� �� �� �� 

Rubber and plastic products 
�� �� �� �� �� �� �� �� �� �� �� 

Non-metall ic mineral  products 
�� �� �� �� �� �� �� �� �� �� �� 

Metal  and metal  products 
�� �� �� �� � �� �� �� �� �� �� 



 

     105/139   
 

 

 
 
 
Azerbaijan 
 

  Sector / Exports to ALB ARM BGR GEO GRC MDA ROM RUS TUR UKR S-M 

Agricu lture and hunting 
�� �� �� � �� �� �� �� �� �� �� 

Forestry and Fishing 
�� �� �� �� �� �� �� �� �� �� �� 

Food, beverages and tobacco 
�� �� �� �� �� �� �� �� �� �� �� 

Machinery and equipment 
�� �� �� �� �� �� �� �� �� �� �� 

Electrica l and e lectronic equipment 
�� �� �� �� �� �� �� �� �� �� �� 

Precision instruments 
�� �� �� �� �� �� �� �� �� �� �� 

Motor vehicles & other trans equip. 
�� �� �� �� �� �� �� � �� �� �� 

Other manufacturing 
�� �� �� �� �� �� �� �� �� �� �� 

Recycling 
�� �� �� �� �� �� �� �� �� �� �� 

Textiles, clothing and leather 
�� �� �� �� �� �� �� �� �� �� �� 

Wood and wood products 
�� �� �� �� �� �� �� �� �� �� �� 

Publish ing, prin t. & recorded media 
�� �� �� �� �� �� �� �� �� �� �� 

Chemicals and chem ical  products 
�� �� �� �� �� �� �� �� �� �� �� 

Rubber and plastic products 
�� �� �� �� �� �� �� �� �� �� �� 

Non-metall ic mineral  products 
�� �� �� �� �� �� �� �� �� �� �� 

Metal  and metal  products 
�� �� �� �� �� �� �� �� �� �� �� 

 
 
Bulgaria 
 

  Sector / Exports to ALB ARM AZE GEO GRC MDA ROM RUS TUR UKR S-M 

Agricu lture and hunting 
�� �� � �� � �� � � � �� � 

Forestry and Fishing 
�� �� �� �� �� �� �� �� � �� �� 

Food, beverages and tobacco 
�� �� � �� �� �� � �� �� � �� 

Machinery and equipment 
� �� �� �� � �� � �� �� �� �� 

Electrica l and e lectronic equipment 
�� �� �� �� � �� �� �� � �� �� 

Precision instruments 
�� �� �� �� �� �� � �� �� �� �� 

Motor vehicles & other trans equip. 
�� �� �� �� �� �� �� �� �� �� �� 

Other manufacturing 
�� �� �� �� �� �� �� � �� �� �� 

Recycling 
�� �� �� �� �� �� �� �� �� �� �� 

Textiles, clothing and leather 
�� �� �� �� �� �� �� � �� �� � 

Wood and wood products 
�� �� �� �� �� �� � � �� �� �� 

Publish ing, prin t. & recorded media 
�� �� �� �� �� �� �� �� �� �� �� 

Chemicals and chem ical  products 
�� �� �� �� �� �� �� �� �� �� �� 

Rubber and plastic products 
�� �� �� �� � �� � �� �� �� �� 

Non-metall ic mineral  products 
�� �� �� �� � �� � � �� �� � 

Metal  and metal  products 
� �� �� �� �� �� �� �� � �� �� 
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Georgia 
 

  Sector / Exports to ALB ARM AZE BGR GRC MDA ROM RUS TUR UKR S-M 

Agricu lture and hunting 
�� �� �� �� �� �� �� �� �� �� �� 

Forestry and Fishing 
�� �� �� �� �� �� �� �� �� �� �� 

Food, beverages and tobacco 
�� � �� �� �� �� �� �� � �� �� 

Machinery and equipment 
�� �� �� �� �� �� �� �� � �� �� 

Electrica l and e lectronic equipment 
�� �� �� �� �� �� �� �� �� �� �� 

Precision instruments 
�� �� �� �� �� �� �� �� �� �� �� 

Motor vehicles & other trans equip. 
�� �� �� �� �� �� �� �� �� �� �� 

Other manufacturing 
�� �� �� �� �� �� �� �� �� �� �� 

Recycling 
�� �� �� �� �� �� �� �� �� �� �� 

Textiles, clothing and leather 
�� �� �� �� �� �� �� �� �� �� �� 

Wood and wood products 
�� �� �� �� �� �� �� �� �� �� �� 

Publish ing, prin t. & recorded media 
�� �� �� �� �� �� �� �� �� �� �� 

Chemicals and chem ical  products 
�� �� �� �� �� �� �� � �� �� �� 

Rubber and plastic products 
�� �� �� �� �� �� �� �� �� �� �� 

Non-metall ic mineral  products 
�� �� �� �� �� �� �� �� �� �� �� 

Metal  and metal  products 
�� �� �� �� �� �� �� � �� �� �� 

 
 
 
Greece 
 

  Sector / Exports to ALB ARM AZE BGR GEO MDA ROM RUS TUR UKR S-M 

Agricu lture and hunting 
�� �� �� �� �� �� �� �� � �� �� 

Forestry and Fishing 
�� �� �� �� �� �� �� �� �� �� �� 

Food, beverages and tobacco 
�� �� �� �� � �� �� �� �� �� �� 

Machinery and equipment 
�� �� �� �� �� �� �� � �� �� �� 

Electrica l and e lectronic equipment 
�� �� �� �� �� �� �� � � �� �� 

Precision instruments 
�� �� �� �� �� �� �� �� �� �� �� 

Motor vehicles & other trans equip. 
�� �� �� �� �� �� � � �� �� �� 

Other manufacturing 
�� �� �� �� �� �� �� �� � �� �� 

Recycling 
�� �� �� �� �� �� �� �� �� �� �� 

Textiles, clothing and leather 
�� �� �� �� �� �� �� �� �� �� �� 

Wood and wood products 
�� �� �� �� �� �� �� �� �� �� �� 

Publish ing, prin t. & recorded media 
�� �� �� �� �� �� �� �� �� �� �� 

Chemicals and chem ical  products 
�� �� �� �� �� �� �� �� � � �� 

Rubber and plastic products 
�� �� �� �� �� �� �� �� � � �� 

Non-metall ic mineral  products 
�� �� �� �� �� �� � �� �� � �� 

Metal  and metal  products 
�� �� �� �� �� �� �� �� �� � �� 
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Moldova 
 

  Sector / Exports to ALB ARM AZE BGR GEO GRC ROM RUS TUR UKR S-M 

Agricu lture and hunting 
�� �� �� �� �� �� � �� �� � � 

Forestry and Fishing 
�� �� �� �� �� �� �� �� �� �� �� 

Food, beverages and tobacco 
�� �� �� �� �� �� �� �� � � �� 

Machinery and equipment 
�� �� �� �� �� �� � �� �� �� �� 

Electrica l and e lectronic equipment 
�� �� �� �� �� �� �� �� �� �� �� 

Precision instruments 
�� �� �� �� �� �� �� �� �� �� �� 

Motor vehicles & other trans equip. 
�� �� �� �� �� �� �� �� �� �� �� 

Other manufacturing 
�� �� �� �� �� �� �� �� �� �� �� 

Recycling 
�� �� �� �� �� �� �� �� �� �� �� 

Textiles, clothing and leather 
�� �� �� �� �� �� �� � �� �� �� 

Wood and wood products 
�� �� �� �� �� �� �� �� �� �� �� 

Publish ing, prin t. & recorded media 
�� �� �� �� �� �� �� �� �� �� �� 

Chemicals and chem ical  products 
�� �� �� �� �� �� �� �� �� �� �� 

Rubber and plastic products 
�� �� �� �� �� �� �� �� �� �� �� 

Non-metall ic mineral  products 
�� �� �� �� �� �� �� �� �� �� �� 

Metal  and metal  products 
�� �� �� �� �� �� � �� �� � �� 

 
 
Romania 
 

  Sector / Exports to ALB ARM AZE BGR GEO GRC MDA RUS TUR UKR S-M 

Agricu lture and hunting 
�� �� �� � �� �� � �� � �� �� 

Forestry and Fishing 
�� �� �� �� �� �� �� �� �� �� �� 

Food, beverages and tobacco 
�� �� �� �� �� �� �� �� �� �� � 

Machinery and equipment 
�� �� �� �� �� �� �� �� �� � � 

Electrica l and e lectronic equipment 
� �� �� �� �� �� �� �� �� �� �� 

Precision instruments 
�� �� �� �� �� �� �� �� �� �� �� 

Motor vehicles & other trans equip. 
�� �� �� �� �� �� �� � �� � �� 

Other manufacturing 
�� �� �� �� �� �� �� �� �� � �� 

Recycling 
�� �� �� �� �� � � �� �� �� � 

Textiles, clothing and leather 
�� �� �� �� �� �� �� �� �� �� �� 

Wood and wood products 
�� �� �� �� �� � �� �� � �� � 

Publish ing, prin t. & recorded media 
�� �� �� �� �� �� �� �� �� �� �� 

Chemicals and chem ical  products 
�� �� �� �� �� � �� � �� � �� 

Rubber and plastic products 
�� �� �� �� �� �� �� �� �� �� � 

Non-metall ic mineral  products 
� �� �� �� �� � �� �� �� �� �� 

Metal  and metal  products 
� �� � �� �� �� � � � �� �� 

 
Russia  
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  Sector / Exports to ALB ARM AZE BGR GEO GRC MDA ROM TUR UKR S-M 

Agricu lture and hunting 
�� �� �� �� �� �� �� �� �� �� �� 

Forestry and Fishing 
�� �� �� � �� �� �� �� �� �� �� 

Food, beverages and tobacco 
� �� �� �� �� � �� �� �� �� � 

Machinery and equipment 
�� �� �� �� �� �� �� �� �� �� �� 

Electrica l and e lectronic equipment 
�� �� �� �� �� � �� � �� �� �� 

Precision instruments 
�� �� �� �� �� �� �� �� �� �� �� 

Motor vehicles & other trans equip. 
�� �� �� �� �� �� �� �� � �� �� 

Other manufacturing 
�� �� �� �� �� �� �� �� �� �� �� 

Recycling 
�� �� �� �� �� �� �� �� �� �� �� 

Textiles, clothing and leather 
�� �� �� � � �� � �� �� �� �� 

Wood and wood products 
�� �� �� �� �� �� �� �� �� �� �� 

Publish ing, prin t. & recorded media 
�� �� � �� �� �� �� �� �� �� �� 

Chemicals and chem ical  products 
�� �� �� �� �� �� �� �� �� �� �� 

Rubber and plastic products 
�� �� �� �� �� � �� �� �� �� �� 

Non-metall ic mineral  products 
�� �� �� �� �� � �� �� �� �� � 

Metal  and metal  products 
�� �� �� �� �� �� �� �� �� �� �� 

 
 
Serbia-Montenegro 
 

  Sector / Exports to ALB ARM AZE BGR GEO GRC MDA ROM RUS TUR UKR 

Agriculture and hunting 
�� �� �� �� �� � �� �� �� �� �� 

Forestry and Fishing 
�� �� �� �� �� �� �� �� �� �� �� 

Food, beverages and tobacco 
�� �� �� � �� � �� �� �� � �� 

Machinery and equipment 
�� �� �� � �� �� �� �� �� �� �� 

Electrica l and e lectronic 
equipment �� �� �� �� �� �� �� � �� �� �� 

Precision instruments 
�� �� �� �� �� �� �� �� �� �� �� 

Motor vehicles & other trans 
equip. �� �� �� �� �� �� �� �� �� � �� 

Other manufacturing 
�� �� �� �� �� � �� �� �� �� �� 

Recycling 
�� �� �� �� �� �� �� �� �� �� �� 

Textiles, clothing and leather 
�� �� �� � �� � �� �� �� �� �� 

Wood and wood products 
� �� �� � �� �� �� � �� �� �� 

Publish ing, prin t. & recorded 
media �� �� �� �� �� �� �� �� �� �� �� 

Chemicals and chem ical  products 
�� �� �� �� �� �� �� �� �� �� �� 

Rubber and plastic products 
�� �� �� � �� �� �� � �� �� �� 

Non-metall ic mineral  products 
�� �� �� �� �� � �� � �� �� �� 

Metal  and metal  products 
�� �� �� � �� �� �� �� �� �� �� 
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Turkey 
 

  Sector / Exports to ALB ARM AZE BGR GEO GRC MDA ROM RUS SM UKR 

Agricu lture and hunting 
�� �� � �� �� �� � � �� �� �� 

Forestry and Fishing 
�� �� �� �� �� �� �� �� �� �� �� 

Food, beverages and tobacco 
�� �� �� � �� �� �� �� � �� � 

Machinery and equipment 
�� �� �� � �� � �� �� �� � � 

Electrica l and e lectronic equipment 
�� � �� �� �� � �� �� �� �� �� 

Precision instruments 
�� �� �� �� �� �� �� �� �� �� �� 

Motor vehicles & other trans equip. 
�� �� �� � �� �� � �� �� �� � 

Other manufacturing 
�� �� �� � �� � �� � �� �� � 

Recycling 
�� �� �� �� �� �� �� �� �� �� �� 

Textiles, clothing and leather 
� �� � �� �� �� �� �� �� � � 

Wood and wood products 
�� �� �� � �� � �� �� �� � �� 

Publish ing, prin t. & recorded 
media �� �� �� �� �� � �� � �� �� �� 

Chemicals and chem ical  products 
�� �� �� �� �� �� �� �� �� � �� 

Rubber and plastic products 
�� �� �� �� �� �� �� � �� � �� 

Non-metall ic mineral  products 
� �� �� �� �� �� �� �� �� � � 

Metal  and metal  products 
�� �� �� �� �� � �� � �� � �� 

 
 
Ukraine 
 

  Sector / Exports to ALB ARM AZE BGR GEO GRC MDA ROM RUS TUR S-M 

Agricu lture and hunting 
�� �� �� �� �� � �� �� �� � �� 

Forestry and Fishing 
�� �� �� �� �� �� �� �� �� �� �� 

Food, beverages and tobacco 
� �� �� �� �� � �� �� �� �� �� 

Machinery and equipment 
�� �� �� �� �� �� �� �� �� �� �� 

Electrica l and e lectronic equipment 
�� �� �� �� �� �� �� �� �� �� � 

Precision instruments 
�� �� �� �� �� �� �� �� �� �� �� 

Motor vehicles & other trans equip. 
�� �� �� �� �� � �� �� �� �� �� 

Other manufacturing 
�� �� �� �� �� �� �� �� �� �� �� 

Recycling 
�� �� �� �� �� �� �� �� �� �� �� 

Textiles, clothing and leather 
�� � �� �� �� �� �� �� �� �� �� 

Wood and wood products 
�� �� �� �� �� �� �� �� �� �� �� 

Publish ing, prin t. & recorded 
media �� �� �� �� �� �� �� �� �� �� �� 

Chemicals and chem ical  products 
�� �� �� �� �� � �� �� �� �� � 

Rubber and plastic products 
�� �� �� �� �� �� �� �� �� �� �� 

Non-metall ic mineral  products 
�� �� � �� �� �� �� �� �� � � 

Metal  and metal  products 
�� �� � �� � �� �� � �� �� �� 
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Annex Annex Annex Annex 3333. Tra. Tra. Tra. Transition Indicators computed by the EBRDnsition Indicators computed by the EBRDnsition Indicators computed by the EBRDnsition Indicators computed by the EBRD    
 
The principal sources of data have been the World Bank, IMF and EBRD databases. 

The EBRD constructs a number of indices which provide an interpretation of the 

level of implementation of market reforms. The explanation of the scoring system 

used by the EBRD is given below. 

 

 Score 
Large scale  
privatisation  

Sm all scale  
privatisation  

Enterprise 
restructuring  

Price 
liberalisation  

Trade & 
Forex 

system   

Competition 
Policy  

1 Little private 
ow nership 

Little private 
ow nership 

Sof t budget 
restraints 

Most prices 
controlled by gvt 

Widespread 
import/export 
controls 

No competition 
policy or 
institutions 

2 Comprehensive 
scheme almost 
ready for 
implementation; 
some sales 
completed 

Substantial 
share privatised 

Moderately right 
credit and 
subsidy policy 
but weak 
enforcement of  
bankruptcy 
legislation 

Some lif ting of  
price 
administration 

Some 
liberalisation 
of  
imports/export 
controls 

Competition 
legislation set up 
and some 
reduction of  entry 
restrictions 

3 More than 25% 
of  large-scale 
enterprise 
assets in private 
hands or in the 
process of  being 
privatised, but 
possibly w ith 
major 
unresolved 
issues regarding 
corporate 
governance 

Comprehensive 
programme 
almost ready 
for 
implementation  

Signif icant and 
sustained 
actions to 
harden budget 
constraints and 
promote eff icient 
corporate 
governance 

Signif icant price 
liberalisation but 
state 
procurement at 
non-market 
prices is 
substantial 

Removal of  
almost all 
quantitative 
and 
administrative  
restrictions; 
almost full 
current 
account 
convertibility 

Some 
enforcement 
actions to reduce 
abusive practices 

4 More than 50 % 
of  state-owned 
enterprise and 
farm assets in 
private 
ow nership and 
signif icant 
progress w ith 
corporate 
governance of  
these 
enterprises 

Complete 
privatisation of  
small 
companies w ith 
tradable 
ow nership 
rights 

Substantial 
improvement in 
corporate 
governance and 
signif icant new  
investment at 
the enterprise 
level 

Comprehensive 
price 
liberalisation; 
only small 
number of  
administered 
prices 

Removal of  all 
quantitative 
and qualitative 
restrictions 
and all 
signif icant 
export tariffs. 
Full current 
account 
convertibility 

Signif icant 
enforcement 
actions to reduce 
abuse of   market 
dominance  

4+ Standards and 
performance 
typical of  
advanced 
economies 

Standards and 
performance 
typical of  
advanced 
economies 

Standards and 
performance 
typical of  
advanced 
economies 

Standards and 
performance 
typical of  
advanced 
economies 

Standards and 
performance 
typical of  
advanced 
economies 

Standards and 
performance 
typical of  
advanced 
economies 
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