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Some economic indicators:

Russiais the 3rd largest EU trade partner after the USA and China.

The EU is Russia's main trading partner, accounting for 56,5 % of its overall
trade.

EU- Russiatrade is still growing: + 9,1% in 2007 and strong growth so far in
2008.

Total EU-Russia trade was €232 billion in 2007 (compared to €130 billion in
2004). Total trade in first 7 months of 2008 was €128,8 billion: + €36,5bn
compared to first 7 months of 2007.

EU exports to Russia are diversified: e.g. machinery and transport equipment
E39‘V)o), chemicals (13%), manufactured goods (11%), food and live animals
6%0).

Russian exports to EU are mainly energy/mineral fuels (65,7%).

Trade in services is also increasing: +28% in EU exports and +7% in RU
exports in 2007 (mainly in transportation and travel sector)

Bilateral investment is also impressive: 80% of all FDI in Russia is from the
EU; and 80% of all Russian foreign investment is into the EU.
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Conclusions

Notwithstanding the current global financial crisis and
political situation

* Growing economic interdependence between Russia
and EU

e Still huge potential for more trade and investment
growth

* Both sides can benefit from closer economic integration
through removal of trade obstacles and adoption of
shared rules and standards
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EU-Russia economic relations - structures

* WTO
— Obligations to comply with Technical Barriers to Trade Agreement (TBT)
— TBT is basis for Russian and EU legislation on technical regulations and

standards
— Accession process has already helped to drive reform in Russia and promoted

cooperation between EU and Russia on non-tariff barriers

* Possible future agreement on trade and investments ?

— Would be TBT +
— Should contain significant non-tariff elements (i.e. regulatory convergence)

* New EU-Russia Agreement:
— Regulatory cooperation between EU and Russia will be an essential element
— Likely to be comprehensive and ambitious: covering all industrial sectors

But all this is in the future — what about today ?
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The main practical framework for current EU-Russia
economic cooperation is the Common Economic Space (CES)
Roadmap — May 2005

Aims:

Open and integrated market between EU and Russia;

Put in place conditions to increase opportunities for businesses on both sides
Promotion of trade and investment and enhance competitiveness of Russian and EU
economies

Strengthen economic cooperation

Methodology: regular formal dialogues

16 government-to-government dialogues now established
including a Regulatory Dialogue and a Dialogue on Industrial and Enterprise Policy

Future:

New EU-Russia Agreement will take forward CES aims (as minimum)

Likely to continue and develop structure of dialogues

l.e. Regulatory cooperation between EU and Russia expected to remain a long term
feature of relationship
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Regulatory and Industrial Policy dialogues
Established Dec 2005: Minister Khristenko and VP Verheugen

Objectlves (summary):

Achieve more compatibility between Russian and EU technical
regulations, standards and conformity assessment procedures,
including convergence where possible;

— Enhance transparency of regulatory activity;

— Promote the use of international standards;

— Improve regulatory and administrative environment for businesses to
enhance competitiveness.

Partles Involved:
European Commission (DG Enterprise and Industry) and RF Ministry of
Industry and Trade

— Other interested Ministries and parts of the European Commission
Business (Russian and EU)

— Other interested parties (standardisation bodies, technical institutes)
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12 sectoral subgroups established
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Methodology:

— Meetings 2-3 times a year

— Work on basis of agreed work programme

— Business fully involved in subgroups

— Plenary meetings twice a year (next in Moscow Oct 23/24)
— Regular reports to political sponsors and EU-RU Summits

Comments:

— First time such regulatory cooperation attempted between EU
and Russia

— Exchange of information and regular contact positive in itself

— Cannot expect every sector to deliver same level of results or
work at same speed

— Medium to long term process
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EU-Russia cooperation on standardisation for constru

* Important that dialogues lead to concrete outputs

* Therefore agreed that:

— Dialogues would support Russia’s programme of reform of its
technical regulations and standards: subgroups to be consulted
on draft legislation

— Each subgroup to identify the 2 or 3 most important issues to
resolve in their sector and make joint recommendations for their
resolution

— These recommendations to be reviewed by VP Verheugen and
Minister Khristenko
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Construction subgroup

* Not originally foreseen in Common Economic Space roadmap

* A mistake: this is a vitally important sector for EU and Russia

* Pressure from EU and Russian business through EU-RU
Industrialists Round Table to establish a dialogue on
construction

* Led to agreement by both sides to establish a new subgroup
in 2007

* Would cover technical regulations and standards on
construction products as well as Eurocodes

* Problems on Russian side to appoint a co-chair

* |mportant that there is full commitment by relevant Russian
authorities to dialogue

* Hope this workshop will raise profile of this issue again and
encourage work to begin
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Workshop on Conformity Assessment and Standardisation,
Moscow 16-17 June 2008, Conclusions:

“The various EU and Russian partners confirmed their desire to seek
greater convergence of their respective systems of technical regulations,
standards and conformity assessment in order to reduce technical barriers
to trade. The ongoing reform of the Russian system should aim to align
with the EU system as far as possible.”

Major differences in EU and Russian approaches to technical
regulations and standards:

— Voluntary or mandatory use of standards

— Conformity assessment by certification or by supplier declaration of conformity
supported by market surveillance

— These different approaches require different administrative and institutional
structures to implement and manage the legislation

If we want closer integration of the two systems, these
differences have to be understood and changes made
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* This workshop offers a chance for both sides to learn in detail
about the system of Eurocodes and the current Russian
construction standards

* First step towards closer cooperation and greater
convergence of EU and Russian systems

* Need a framework for taking this work forward

* EU-RU Regulatory dialogue - construction subgroup offers
this framework

* The work needs to begin

* EU sideis ready
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Thank you for listening

Nick Burge

Relations with Russia and CIS countries
International Unit
DG Enterprise and Industry
European Commission



