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After the transitional period the establishment of the Central European Free Trade Association (CEFTA) was a very significant attempt at promoting integration with the participation of the Visegrád group (Visegrád Four). The agreement was initially signed by Hungary, Poland, the Czech Republic and Slovakia creating a free trade zone and aiming to promote the development of economic cooperation. Most experts are especially interested in the opportunities and the barriers of agricultural cooperation. Conflicts in politics and cooperation, and problems in trade frequently occur along the way of the EU accession.

1. The moral of the establishment and the brief history of the CEFTA

Taking a look at the history of Hungary it is clear that mutual interests played an important role in the life of different folks living along the Danube in the heart of Europe when they fought for their independence and tried to maintain it. On the one hand the connections with the neighbouring countries significantly determined the stability, the security and the economic development of the country, and on the other hand in terms of integration, the Western countries see the Central European region as a whole and do not handle its countries separately, assuming that these countries will cooperate for a certain aim. A regional cooperation can only work in these circumstances (community of interests, strategic aims).

It was obvious in the beginning of the nineties that economic connections with the surrounding countries had to be improved, since a regional cooperation could speed up the process of the integration into the European union.

During the 19 th and the 20 th century many small and medium size countries emerged in the central zone of Europe, from the Baltic Sea to the Adriatic and the Black Sea. Since they lie on the boundary of East and West, have special histories and mainly since they have special structural attributes origining from their social-economic processes of the last five years, therefore they are significantly different from other parts of our continent. The name and the border of these countries is still a much debated question in literature in our days. Iván Berend T. in his monography called the group ”Central-Eastern Europe” which originally included Russia as well, therefore it actually meant Central and Eastern Europe. Gy. Enyedi (1978) in his famous economic-geographical work defines Central-Eastern-Europe as it includes every European socialist country except the Soviet Union. (Próbáld, 2000). These different theories show that there is no comprehensive definition for Central-Eastern-Europe.

Taking a look at the processes and the changes of history, there were several further cases for cooperation in Central Europe (Derek W. Urwin, 1999):

· cooperation can make significant contribution to the strengthening of the newly gained independence and the consolidation of the democratic systems of the Member States

· can provide substantial help to handle ethnic conflicts

· can contribute to create more balanced regional and European power relations

· promotes the economic and political transition of former socialist countries

· can be a factor which raises security against internal and external threats

· can work as a real ”bridge” by improving cooperation beyond the borders

· instead of joining the European Union separately, these countries can improve their positions in negotiations if they try to achieve the accession as an integrated region.

These were the thoughts that partly gave motivation to the economic and political cooperation which led at first to the establishment of the Visegrád Group and the to the establishment of the Central European Free Trade Association.

2. The objectives and the development opportunities of the CEFTA

The initial agreement has been modified several times for the last few years but the basic principle has remained unchanged: the CEFTA does not particularly aim to integrate its Member States but tries to promote the integration of its parties to the world economy by the liberalization of mutual trade relations.

The objectives of the CEFTA are as follows:

· providing commercial concessions – which are similar to those in the association agreements with the EU – for the participating countries

· improving purchasing power and promoting foreign investments in the region

· abolishment of trade barriers including both tariff and non-tariff barriers

· promoting the balance of mutual benefits

The actual significance of the agreement is that without it the four countries would have been in a competitive disadvantage on each other’s market against EU exporters.

In addition to the formal implementation of the abolishment of barriers, the countries continuously try to protect their internal markets by introducing additional tariff and non-tariff barriers. The free movement of goods could have been implemented in a customs union but this solution had political obstacles because a customs union would have meant a tighter economic-political cohesion. The general objective of the CEFTA – similarly to the European Union – is to provide commercial concessions for the participating countries but does not aim to fully liberalize trade. Based on the above-mentioned facts, the CEFTA:

· aimed to abolish agricultural tariffs but maintained the system of quotas

· does not put enough emphasis on non-tariff barriers

· special provisions apply to, for example: any state monopoly of a commercial character, payments, rules of competition, liberalization of government procurement and protection of intellectual property etc.

The aims of the economic policy of the agreement were significantly influenced by the fact that agricultural production decreased in the countries concerned. Agricultural production in Hungary and the Czech republic is only 70-80 percent of that of before the transition and the corresponding data for Poland, Bulgaria and Slovakia is only 80-90 percent. Agricultural production in Slovenia remained the same as it had been before the transition largely due to a high proportion of the private sector in agriculture and higher farm gate prices.

The agreement was motivated by a fall in the export of agricultural products which had several reasons. First of all, there was a decrease in domestic agricultural production which resulted in a fall in exports. Secondly, the competitiveness of products worsened mainly due to an increase in production costs. Last but not least – due to the result of the negotiations with the WTO – export subsidies decreased and the external economic environment became worse which results in lower possibilities to enter the markets of the EU in addition to steadily low world market prices of agricultural products.

3. Agricultural connections between CEFTA members

The role of agriculture in Central European countries is more significant than in the European Union, since the Central European region has a higher agricultural potential. 56 percent of the total land of these countries is arable land, while the similar figure for the European Union is 42 percent. The proportion of agricultural employees to the total number of employees is also higher in the CEFTA countries. These two fact resulted in that the contribution of agriculture to the total GDP of Central European countries is 7 percent while the similar figure for the EU is 1.8 percent.

The agricultural trade of the region is integrating into both world and European trade at an increasing pace therefore the establishment of the CEFTA was an important step giving an opportunity for regional cooperation. Of course, the CEFTA – which is not always free of conflicts – because of the different interests of the countries – cannot replace the participation in the European integration, but it is certainly a significant preliminary form of loose integration which provides a good basis for the process of the accession to the European Union.

3.1. The main elements of the regulation for agricultural trade

The regulations for the trade of agricultural products of the CEFTA countries entered into force on 1 January 1996 and includes the favoured products and their grouping.

Group ”A” includes groups of products for which the CEFTA countries provide zero customs duty for each other. The group includes live animals, all fish kinds except carp, the secondary products of the processing of animal products, grafts, several kinds of vegetable butter, oilseeds and breeding animals and propagation materials that increase the efficiency of production.

Group ”B” includes products for which the countries apply common customs duty. The customs for these group of products used to be very similar in each country before the establishment of the CEFTA. The group includes meat products, sausages, salamies, several kinds of fruits, vegetables and cereals. The commercial concessions that the CEFTA countries provide each other are free of all quantitative restrictions both in terms of the products in group ”A” and ”B”.

Group ”C” includes products which play a very significant role in the own production and export-import turnover of the countries themselves. The concessions for these products were determined by bilateral negotiations (bilateral concessions) and quantitative restrictions were introduced for some of them. A good example for that is that Hungary and Poland provide bilateral concessions for each other in terms of potatoes and apples of different ripening times. Similarly, Hungary provides concessions for Polish vegetables while Poland provides concessions for some kinds of corn and wine that are not produced in our country.

There are similar bilateral concessions between Hungary and the Czech republic and between Hungary and Slovakia. On the other hand it is necessary to note that the CEFTA concessions of agricultural products have been suspended several times for the last few years.

However several market protection procedures have been launched in the WTO concerning CEFTA concessions. The CEFTA countries does not really examine the effects of market protection measures and see the solution of the debated questions as bilateral cases which result in a fact that there are many protectionist measures which have been in force for a long period even if market conditions have completely changed since the measures were introduced.

3.2. The agricultural trade of Hungary and the CEFTA countries

The CEFTA concessions made a favourable influence on the trade of the CEFTA countries between each other. The agreement played a significant role in the fact that the fall in the foreign trade of Hungary with the initial CEFTA countries stopped and trade activity started a robust growth.

	The agricultural trade of Hungary and the CEFTA countries (thousand USD)

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	Table 1

	Country
	 
	 
	 
	EXPORT
	 
	 
	 

	 
	1994
	1995
	1996
	1997
	1998
	1999
	2000

	Bulgaria
	6430
	7240
	6250
	19630
	8880
	11920
	14290

	Czech Republic
	52800
	51880
	88260
	88040
	82890
	80030
	74500

	Poland
	60290
	88630
	119940
	155080
	135610
	111530
	118210

	Romania
	58330
	109080
	40550
	75720
	178650
	113410
	139690

	Slovakia
	30430
	47180
	52910
	47860
	47560
	49010
	42660

	Slovenia
	74720
	120390
	92880
	114150
	86730
	101330
	86600

	 
	 
	 
	 
	 
	 
	 
	 

	CEFTA in total
	276570
	417160
	394540
	480850
	540320
	467230
	475950

	 
	 
	 
	 
	 
	 
	 
	 

	Total
	2305080
	2898510
	2743330
	2847440
	2772330
	2310260
	2256000

	CEFTA %
	12
	14.4
	14.4
	16.9
	19.5
	20.2
	21.1

	 
	 
	 
	 
	IMPORT
	 
	 
	 

	Bulgaria
	1460
	1880
	2810
	4260
	6790
	2870
	2690

	Czech Republic
	19800
	10890
	8680
	15480
	16690
	19580
	24750

	Poland
	12110
	12630
	12780
	36470
	50100
	60580
	63570

	Romania
	15550
	12790
	14190
	23960
	24640
	18290
	29770

	Slovakia
	10910
	9890
	8460
	16290
	19420
	26660
	33030

	Slovenia
	1600
	3790
	2400
	4830
	2250
	830
	1550

	 
	 
	 
	 
	 
	 
	 
	 

	CEFTA in total
	59970
	49990
	46510
	97030
	119890
	128810
	155360

	 
	 
	 
	 
	 
	 
	 
	 

	Total
	1058860
	976060
	938470
	1085130
	1119020
	995200
	1016890

	CEFTA %
	5.7
	5.1
	5
	8.9
	10.7
	12.9
	15.3

	Source: FVM, 2001.
	
	
	
	
	
	
	


FVM stands for Ministry of Agriculture and Rural Development

	The distribution of the turnover of agricultural trade with the CEFTA countries
	

	
	
	and the changes in tendencies

 (1994=base year, %)
	
	
	

	
	
	
	
	
	
	
	Table 2
	

	Country
	 
	 
	 
	EXPORT
	 
	 
	
	

	 
	1994
	1995
	1996
	1997
	1998
	1999
	2000
	
	

	Bulgaria
	2
	1
	2
	4
	2
	3
	3
	
	

	 
	100
	112.6
	97.2
	305.2
	138.1
	185.3
	222.2
	
	

	Czech Republic
	19
	12
	22
	18
	15
	17
	16
	
	

	 
	100
	98.2
	167.1
	166.7
	156.9
	151.5
	141
	
	

	Poland
	21
	21
	30
	32
	25
	24
	25
	
	

	 
	100
	147
	198.9
	257.2
	224.9
	184.9
	196
	
	

	Romania
	21
	26
	10
	15
	33
	24
	29
	
	

	 
	100
	187
	69.5
	129.8
	306.2
	194.4
	239.4
	
	

	Slovakia
	11
	11
	13
	9
	9
	10
	9
	
	

	 
	100
	155
	173.8
	157.2
	156.2
	161
	140.1
	
	

	Slovenia
	26
	29
	23
	23
	16
	22
	18
	
	

	 
	100
	161.1
	124.3
	152.7
	116
	135.6
	115.8
	
	

	 
	 
	 
	 
	 
	 
	 
	 
	
	

	Total
	100
	100
	100
	100
	100
	100
	100
	
	

	(thousand USD)
	276570
	417160
	394540
	480850
	540320
	467230
	475950
	
	

	 
	100
	150.8
	142.6
	173.8
	195.3
	168.9
	172
	
	

	 
	 
	 
	 
	IMPORT
	 
	 
	
	

	Bulgaria
	2
	3
	5
	4
	6
	2
	2
	
	

	 
	100
	128.7
	192.4
	291.7
	465
	196.5
	182.2
	
	

	Czech Republic
	33
	21
	18
	15
	14
	15
	16
	
	

	 
	100
	55
	43.8
	78.1
	84.2
	98.8
	125
	
	

	Poland
	20
	25
	27
	37
	42
	47
	41
	
	

	 
	100
	104.2
	105.5
	301.1
	413.7
	500.2
	524.9
	
	

	Romania
	25
	25
	30
	24
	20
	14
	19
	
	

	 
	100
	82.2
	91.2
	154
	158.4
	117.6
	191.4
	
	

	Slovakia
	18
	19
	17
	16
	16
	21
	21
	
	

	 
	100
	90.6
	77.5
	149.3
	178
	244.3
	302.7
	
	

	Slovenia
	2
	7
	5
	4
	2
	1
	1
	
	

	 
	100
	236.8
	150
	301.8
	140.6
	51.8
	96.8
	
	

	 
	 
	 
	 
	 
	 
	 
	 
	
	

	Total
	100
	100
	100
	100
	100
	100
	100
	
	

	(thousand USD)
	59970
	49990
	46510
	97030
	119890
	128810
	155360
	
	

	 
	100
	83.3
	77.5
	161.7
	199.9
	214.7
	259
	
	

	Source: own calculations
	
	
	
	
	
	
	
	


A significant attribute of agricultural product turnover of Hungary is that the proportion of the CEFTA countries in total agricultural foreign trade turnover increased during the examined period both in terms of export and import. The relations of our country with the initial countries are especially strong. This is also proved by the fact that Hungarian export to Poland nearly doubled and exceeded 100 million USD which is 25 percent of our total export to the CEFTA countries. However the tendency of the changes in the figures is also important because the increase in our export is slower than the increase in our import. It is also true that this gap is significantly narrower in USD but the tendency is the same and has to be taken into account. It is natural – but not favourable for our country – that ignoring all basic objectives some countries of the CEFTA introduced some restrictions on the inputs of Hungarian products. Some examples for the restrictions are as follows:

Poland: restrictions for 18 starch products from 1997, for corn and tomato purée from 1998, for pork and poultry meat from 1999, and introduced additional customs duties for flowers and wheat and extended it to every Member States.

Slovenia: restrictions for wheat (except durum wheat) from 1998 and for live pigs, live cattle and pork from 2000.

Romania: restrictions for wheat and flour from 1998 and for pork from 1999.

Slovakia: introduced market protection measures for the import of wheat from 1998: the customs duty for the import of wheat was 2540 SK/tons and was in force from 10 September 1998 until 10 March 1999. A 43.1 percent raise in the customs duty of pork products entered into force in 1999 and was in force until December that year.

Czech Republic: raised the 15 percent customs duty for wheat to 2990 CSK, nearly to 70 percent in 1998 and 1999.

As a result of bilateral negotiations – as a compromise – Slovakia provided the CEFTA tariff concessions for a certain amount of wheat, while the Czech Republic introduced a quota for Hungarian wheat export until 30 April 1999 by modifying the initial regulations.
The above-mentioned facts clearly show that agricultural connections are not always free of conflicts in the CEFTA. Investigating the data, they show that more attention should be paid to the trade relations with Romania. 29 percent of our export was traded to Romania in 2000 but more importantly this figure exceeded 33 percent one year after the accession to the CEFTA. Trends clearly show that Hungary – with its more than half a billion USD agricultural export and more than 150 million USD agricultural import – is significantly concerned in the development of agricultural trade of Central European countries, because when the CEFTA countries – even if they join the EU at different times – become part of the internal market of the European Union, these markets could be sustained and further developed.
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