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The international experience of the cross-border management 
The article highlights some aspects of the international experience of the cross-border development in the conditions of liberalization of national trading treatments according to the WTO right. The special attention is paid to the organizational and administrative techniques as well as to the possibility of the implementation of the international cross-border management in the frontier regions of the Russian Federations.
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Globalization processes have led to liberalization not only of the industrial sector, but also of the non-productive sector of economy, namely the sphere of services. After disintegration of the USSR the key role in maintenance of the social and economic stability and development of the frontier territories (the old and new ones) of the Russian Federation was provided by the development of such a sphere of services, as the cross-border trade. 
The imperfection of the legal basis of the cross-border trade regulation remains one of the key factors that prevent it from revealing its potential at its full capacity in the Russian Federation. The federal law “On the Foreign Trade Activity in the Russian Federation” was passed only in 2003; it does not reveal basic elements of a special treatment of the cross-border trade [6]. The Concept of the Frontier Cooperation has not been ever implemented; the federal law “On Frontier Cooperation” has not been passed yet. The federal law “On special economic zones” was passed only in 2005, but for the majority of the frontier territories the system of realization of the law is hard to implement. 
According to the law, the cross-border trade is a kind of the foreign trade activity which is carried out on the basis of the international contracts of the Russian Federation with the adjacent foreign state or the group of the adjacent foreign states and provides granting of a special favorable treatment of the foreign trade activity concerning foreign trade in goods and services; it is carried out only to satisfy the local demand in goods and  services produced within corresponding frontier territories and consumed by physical persons, having a constant residence in these territories, and the legal entities, taking place findings in these territories. 

Thus, the specified special preferential treatment is not applied to other foreign states or groups of foreign states with which the Russian Federation have international agreements granting the mode that is not less preferential than the mode given to any of other foreign state.

I can’t help agreeing with the opinion of S.P.Bystritsky and V.K.Zausaev who suppose that such a narrow understanding of the essence of the cross-border trade in Russia conducts to the loss of its predestination. That in Russia statistical supervision of frontier trade is not carried out is rather indicative also.

The cross-border is a kind of the international barter which is carried out by trading organizations and firms of the frontier districts with the adjacent states on the basis of agreements between the countries about granting of special preferential trade treatments to the frontier districts [5].

The driving force of the cross-border is the gap of the prices for consumer goods. The given model of the frontier cooperation of L.V.Vardomsky defines as a trading or traditional model [2].

The experts of the World Bank consider the cross-border trade as «the turnover of goods and services through the frontier within the distance of 30 km» [9]. 

In accordance with the laws of the Peoples Republic of China, the definition of the cross-border trade partially corresponds both to the GATT and the world’s practices; it is “the trade of the inhabitants of the frontier zone in the joint markets, petty trade as well as the foreign economic technical cooperation and cooperation of the frontier areas”. 

According to the item 3 of the article XXIV of the General Agreement on Tariffs and Trade, “the provisions of this Agreement shall not be construed to prevent advantages accorded by any contracting party to adjacent countries in order to facilitate frontier traffic”. Such historically developed exception to the GATT rules reflects the specific character of the frontier goods turnover [3]. Privileges and the advantages provided within the frontier trafficking or the cross-border trade are excluded from the under the most favored nation treatment act.

However, the legal gap here is the territorial application of the term of “the cross-border trade”. In a number of international charters and conventions, the cross-border trade territories are zones which are from 15 up to 50 km from each side of a border; they can have preferential treatments of conducting of business with partners on the adjacent party without the right of its distribution outside the stipulated territories [4].

For example, in the Peoples Republic of China the cross-border trade of inhabitants of a frontier strip in the joint markets is a barter of inhabitants of a frontier area in width of 20 kilometers deep inside the country within areas approved the government and opened for external cooperation; or in the markets within established sizes and quotas that could be measured. Petty cross-border trade is a trading activity of the frontier Chinese enterprises authorized for conducting the petty trade with the enterprises or other trading organizations of the adjacent state at specially established frontier ports and points [1]. In 2009, under the auspices of the Suifenhe city government and the Ministry of Commerce of the Peoples Republic of China, the first Russian-Chinese website of electronic trade was launched; it has become a great trading-service commercial platform, introducing the newest model of В2М electronic trade and carrying out full customs and  logistics services of goods through the Internet. The advantages of this website are government guarantees, the safety of the electronic payments system, guarantees both for import and export, online services of the website managers, the access to the state databases, a round-the-clock hot line of consultations.

All in all, such a kind of frontier trade corresponds to “small trade” or “petty trade”. As a rule, cross-border trade is not registered statistically and its volumes are insignificant. The basic distinctive characteristic of cross-border trade is the geographical proximity which actually brings to naught a transport component of goods or service frontier traffic and allows obtaining the additional profit gained as a result of a difference of supply and demand for various goods and services in the frontier territories.

In India  the concept of “frontier trade” (cross-border trade) designates counter trade through frontiers with the adjacent countries on the basis of bilateral agreements, i.e. territorial restrictions of frontier trade are absent, as well as the restrictions on transit of goods from other countries. 

In Iran frontier trade is regulated by positions of the international convention on frontier trade, acts of the Ministry of Trade of Iran concerning realization of export-import transactions, customs rules, instructions of the administrations of the frontier provinces, the charters of the co-operative societies functioning in the frontier areas. The administrative tools of regulation of frontier trade in Iran are the restrictions of the nomenclature of goods of frontier trade and quotas (the list of such goods must be approved by the local governments as well as by the Ministries of cooperative societies affairs, trade and the industry). Also restrictions on volumes of import are established. Participants of frontier trade have special trading cards which provide preferential customs, tax and visa treatments. Frontier markets are actively developing; trade is carried out on the basis of bilateral agreements with similar structures of the neighboring countries; the activity of frontier markets is regulated by the internal legislation. 

In Turkey cross-border trade is implemented through a network of wholesale and retail shops in 13 special centers; the management of the network is presented by the government, the Department of Foreign Trade and the Department of Customs, and the bodies of the centers. The management of the centre is carried out by the administration and the general director which are appointed by the governor of area together with the commercial and industrial chamber of a region (a city) and the branch of the chamber of handicraftsmen and representatives of liberal professions (table 1). It also has to be approved by the special commissions which are authorized to make the decision on expediency of opening of corresponding shops by either legal persons or the physical persons. The coordination with the management of corresponding military district is also necessary. The basic organizational and administrative mechanisms are import quotas, declaring of export-import transactions, certification of the right of export-import transactions, the regulation of sales volumes (80% to local trading firms, 20% to the transit passengers) and so forth.
In Mongolia the basic form of frontier trade is free trade zones with special preferential treatments.

In Estonia cross-border trade is realized through the existing trading network (when the buyer is the citizen of any other EU country except for Estonia), including trade by phone, by mail and electronic commerce.

The convention on the frontier cooperation of the state-participants of the CIS from October, 10th, 2008 (Bishkek) is the basic document that regulates frontier trade and its economic security (item 2).

The intensity of the development of cross-border trade is connected with the possibility easily and without high fees to cross the border daily. 

Besides, according to researches of the World Bank, cross-border trade under favorable conditions increases employment and population incomes, rendering multiplicative effect on development of allied industries, reduces the price of import, thereby stimulating export of production of higher degree of processing, strengthens local manufactures.

Decrease of barriers of development of frontier trade includes:

- visa regime simplification for the citizens living in frontier territories;

- establishment of duty-free transportation of cargo with restriction of its weight and volume.

Table 1

Specific characteristics of cross-border trade
	
	Territory
	Transport costs
	Form
	Restrictions 
	Preferen-tial treatments
	Special registration of a frontier company
	Legislative base

	Russia
	The frontier subject of  the federation
	From considerable to the minimum
	Special modes of crossing of border, ОЭЗ
	No
	Yes
	Is not required
	Intergovernmental statutory acts, the federal legislation

	The peoples republic of China
	20 km from border
	Insignificant
	Special economic zones at the state and provincial levels,

open cities, frontier trading complexes, zones of frontier cooperation
	Nomenclature of goods and services


	Yes
	Is required
	Intergovernmental statutory acts, the national and provincial legislation

	Turkey
	Territory of the frontier centre in the frontier territory, 30 km from border
	Minimum
	The specialized trading frontier centers
	On a sales volume to the local enterprises and transients, quotas on export and import 
	Yes
	Is required
	The national and local legislation

	Iran
	Frontier area
	From average to minimum
	Frontier areas,

The frontier markets, shuttle trade,

Special economic zones do not enter into the system of frontier trade
	Nomenclature of goods, quotas on import
	Yes
	Is required
	The international convention on frontier trade, the national and provincial legislation charters of the co-operative societies functioning in the frontier areas


The most common barriers are:

-  big stamps need frequent changes of a passport, consequently, increase expenses;

-  restriction of  transit by personal vehicles;

-  the lack of transparency of customs services;

- the schedule of work of customs services. 

As a whole, “big” and “small” trade can be distinguished through the level of reaction to various conditions of operation (table 2) [9].

Table 2
The influence of the state on foreign and cross-border trade
	
	Visa 
	Unofficial restrictions
	Delay at customs
	Duties and other fees
	Using personal vehicle

	Frontier trade
	high
	high
	low
	high
	high

	Foreign trade 
	low, average
	low
	average, high
	high
	low


It is obvious that, unlike the foreign trade activity (big or counter trade); frontier trade is characterized by the high level of reaction to the state restrictions.

Frontier trade has also social effects. As a rule, the population involved in frontier trade is with low income (students, jobless, pensioners, schoolboys, housewives etc.).

Moreover, many scientists (P.Krugman, R.Elizondo [12], G.H. Hanson [10] etc.) testify that frontier trade represents a basis of economic development of the frontier territories, allowing to maximize a scale effect.

Efficiency of frontier trade is defined in many respects by the successful increase of contact function of a border.
For example, customs services were the most corrupted state structures in 2002 in Serbia. In 2003 by means of the World Bank and European Union (EU) Customs and Fiscal Assistance Office, the prime minister of Serbia has launched a reform of frontier trade. New procedures were included such as: selectivity and risk analysis, fewer document requirements to declare customs, direct trader input, and electronic submission of customs declarations (Electronic Data Interchange). These procedures were streamlined with EU standards to bring Serbia in line with EU practices [11].

If to analyze recommendations of the World Bank for developing countries (the countries of Southern Africa, the CIS, Afghanistan, and the Peoples Republic of China) the majority of recommendations can be deducted to:

1. Infrastructure improvement (roads, frontier complexes, warehouses and so forth);

2. Institutional development (harmonization of the legislation with the norms of the WTO, expansion of powers of frontier special economic zones and authorities, simplification of customs procedures etc.);

3. Carrying out of a more effective frontier commercial policy (harmonization of frontier treatments on transport, transit of goods, tariff policies, the conclusion of bilateral agreements preferential treatments of bilateral or multilateral trade and so forth).

4. Involvement of private sector into the development of cross-border trade.

Frontier trade can be in absence of formally fixed concessionary terms and the established borders [8]. 

Ways of delivery of goods in the conditions of frontier trade are limited. The parity of trade of goods and services is the general recommendation on cross-border trade development. Frontier trade is urged to develop commercial services and public health services. The effective development of financial intermediary stimulates transformation of savings into investments. The development of transport services and material support system raises efficiency of spatial and time distribution of goods. The stimulation of distribution of telecommunication services promotes formation of a wide information field and enlarges the participants of frontier trade. Ecological services have paramount significance to social stability and intensive economic growth.

The delivery of services of frontier trade makes it possible to present the analysis of developmental stimulators and restrictions of the development of the market services of frontier territories (table 3).

Table 3
Developmental stimulators and restrictions of frontier trade 

	Ways of frontier trafficking
	Developmental factors
	Developmental restrictions

	Transboundary delivery
	- prices
- market niches
- proximity  of the legislation providing a sufficient degree of quality and safety of service 
	- difficulty to enter the  market 

- state restrictions on a  market entrance

	Consumption in a frontier territory
	
	

	Commercial presence
	
	

	Moving of physical persons
	- shortage, absence of experts

- gaps in  wages 
 - social and economic developmental gaps 
	- state restrictions on attraction of foreign labor force



To the major factors stimulating development of frontier trade are price, market and legislative gaps. The price gap is a difference between supply and demand when transport expenses aspire to zero.

The market factor defines possibilities of a market: market niches, analogue services sectors and so forth.
The legislative factor is the most inconsistent. It stimulates frontier trade between frontier territories in two cases:

- when legislative conditions of development and granting of services are approximated;

- when there is a legislative gap (in this case there is an overflow of goods and services to a more attractive territory).

Subjects of management of cross-border trade are legal bodies authorized to develop frontier trade. The objects are the organizational-economic relations arising in the course of formation and development of frontier trade, the wholesale-retail enterprises, located in a frontier territory.

The developmental management of cross-border trade should be focused on gaps reduction, improvement of the ways of frontier trade and increase of competitiveness of goods and services produced in frontier territory (pic. 1).
















Pic. 1. The management of development of cross-border trade 

The problem of the up-to-date development of frontier trade in the Russian Federation is not only the weakness of its legal base, but also the lack of management, institutional development, that causes the development of shadow forms of frontier trade.

Management of frontier trade of a frontier region of the RF assumes the development of the system that allows regulating, monitoring, estimating and managing cross-border in a more effective way, to react to occurring changes operatively.

Generalization of the administrative experience of frontier trade development allows allocate its specific characteristics:

- frontier trade is a kind of foreign conducted by residents of frontier territories (from 15 to 50 km outside a border);

- the general rules, purposes, problems, restrictions and borders of frontier trade should be-legislatively established; the status of participants and possibility of its establishment should be approved; the competence of state bodies and local government must be defined; 

- local and regional governments should better have more powers to develop frontier trade;

-  preferential visa, customs and tax treatments must be established;

- risks, security and shadow economy in frontier trade should be carefully examined and analyzed.

The international experience of frontier trade is the evidence of great variety of the forms, ways and mechanisms of its development and its considerable social and economic effect on development of frontier territories. In conclusion, I would like to underline that, in order to develop frontier trade, as an important service sector, and frontier cooperation, it is necessary to working out an effective management system of cross-border trade development.
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Development of ways of frontier trade:
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