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Research background 

Introduction Theory Methodology and data Empirical results Conclusions 

Regional and International Cooperation in Central Asia and South Caucasus| Samarkand - Uzbekistan| 2-4 November 2016 

Countries included in the study: 

Moldova, Belarus, Armenia, Azerbaijan,  
Russia, Kazakhstan, Tajikistan, Kyrgyzstan,  
Uzbekistan, Georgia, and Ukraine 
 

CIS 

Research conducted under the following projects: 

AGRICISTRADE  MATRACC 

       EU FP7                                          VolkswagenStiftung 

(www.agricistrade.eu)         (www.projects.iamo.de/matracc) 

 

http://www.agricistrade.eu/
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Trade relations between the EU and selected CIS 
(e.g., negotiations about free trade agreements  
 – Armenia, Georgia, Moldova, and Ukraine); 

 
Regional integration becomes political priority for CIS 
(e.g., Eurasian Economic Union); 

 
Extreme agricultural price fluctuations 
(e.g., 2007/08, 2010/11, 2012);  

 
Recent geo-political developments 
(e.g. Russian agricultural import ban in 2014). 
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Research aim 

1 
To investigate to which extend are the CIS wheat  
markets integrated on regional and international level; 

 
 
To identify factors affecting CIS wheat market integration. 2 

Introduction Theory Methodology and data Empirical results Conclusions 
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Price transmission approach 

Introduction Theory Methodology and data Empirical results Conclusions 

SPATIAL 
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Spatial price transmission 

Long run (pass-through of price changes from one market to another – market integration) 

No  No market integration 

Complete Indicator of perfect market integration  

Short run  (speed of adjustment) 

Low value Long period of adjustment (inefficient markets) 

High value Short period of adjustments (efficient markets) 
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∆𝑝𝑡= 𝛼𝛽
′𝑝𝑡−1 + Г𝑖∆𝑝𝑡−𝑖 + 𝜀𝑡

𝑘−1

𝑖=1

 

Vector error-correction model: 

Price transmission models 

Introduction Theory Methodology and data Empirical results Conclusions 

𝛾𝑡 = 𝛽0 + 𝛽1𝛾𝑡−1 +⋯+ 𝛽𝑘𝛾𝑡−𝑝 + 𝛼0𝑥𝑡 + 𝛼1𝑥𝑡−1 +⋯+ 𝛼𝑞𝑥𝑡−𝑞 + 𝜀𝑡 

Autoregressive distributed lag model: 

∆𝜀𝑡= 𝐼𝑡𝛾1𝜀𝑡−1 + 1 − 𝐼𝑡 𝛾2𝜀𝑡−1 + 𝜑𝑡 

Threshold autoregressive model : 

𝐼𝑡 =  
1 𝑖𝑓 𝜀𝑡−1 ≥ τ
0 𝑖𝑓𝜀𝑡−1 ≤ τ

 

𝛾𝑡 = α + 𝛾𝛼𝐷𝑡 + 𝛽𝑥𝑡 + 𝛾𝛽𝐷𝑡𝑥𝑡 + 𝑢𝑡 

Non-linear regime-dependent model: 

𝐷𝑡 =  
1 𝑖𝑓 𝑡ℎ𝑒𝑟𝑒 𝑖𝑠 𝑎 𝑝𝑜𝑙𝑖𝑐𝑦 𝑖𝑛𝑡𝑒𝑟𝑣𝑒𝑛𝑡𝑖𝑜𝑛 
0 𝑖𝑓 𝑡ℎ𝑒𝑟𝑒 𝑖𝑠 𝑛𝑜 𝑝𝑜𝑙𝑖𝑐𝑦 𝑖𝑛𝑡𝑒𝑟𝑣𝑒𝑛𝑡𝑖𝑜𝑛

 

Regional and International Cooperation in Central Asia and South Caucasus| Samarkand - Uzbekistan| 2-4 November 2016 
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Data 

Data sources: 

• Statistical offices (CIS); 

• State and consulting agencies (EU and international markets); 

• AGRICISTRADE country reports (CIS: www.agricistrade.eu); 

• Scientific papers and country reports (e.g. FAO, WB, OECD, etc.); 

• Expert interviews (CIS). 

Introduction Theory Methodology and data Empirical results Conclusions 
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Price transmission results 
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Price transmission results 
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Source: UN COMTRADE (2015), own illustration. 
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CIS-EU market integration  

Example: Wheat supply chain 
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CIS-World market integration  

Example: Wheat supply chain 
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• Market support measures 

      High level of state support – low integration with international markets 
      (e.g. Belarussian wheat market); 
 

• Trade-oriented policy measures 

      Trade restrictions – low/no market integration 
       (e.g. wheat export restrictions of Russia, Ukraine and Kazakhstan); 
 

• Physical trade flows 

      Higher trade volumes – stronger integration 
      (e.g. Armenia, Azerbaijan and Georgia – regional integration); 
 

• Regional economic and political integration 

      Less trade barriers – higher market integration 
       (e.g. EU trade agreements and the Eurasian Customs Union). 
 

Factors affecting market integration / Conclusions 

Introduction Theory Methodology and data Empirical results Conclusions 
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Factors affecting market integration / Conclusions 

• Infrastructure 

      Underdeveloped infrastructure – lower market integration 
      (e.g. high trade costs); 
 

Introduction Theory Methodology and data Empirical results Conclusions 
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Total trade costs in South Caucasus and 
Central Asia (approximated) 
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