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a clear example of poesitive economic changes. The economic development of the CEFTA
countries, the modernisation of their industrial structures provides a firm basi €
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Irw formal termination of CMEA {Co-operation for Mutual Economic As-
ance) in 1991 was the result of a long process. The countries in the
(\TI A region me(i to stabilise and modernise their economies with western
credits from the 70s making use of the period of dérente. Western capital
enabled the maintenance of direct control and the postponement of mar
hased restructuring for some time. The import of advanced techuology and
greater export possibilities in this way increased the share of western coun-
tries in foreign trade. In the 80s the tendency of ‘breaking out’ of the CMEA
strengthened further: the scope of goods of dollar accounting even within
the CMEA became increasingly largez. the turnover of goods marketable at
world price decreased significantly within the CMEA even in spite of valid
contracts.

By the late 80s the economic growth slowed down significantly in the
countries of eastern integration but due to the increasing debt burden in-
flationary stress strengthened although to varving extent and payment dif-
ficulties increased: all this led to dT“ﬁTlL decline of eastern relations.

The transfer to dollar accounting in January 1991 was the last step in
the process leading to the collapse of the CAEA.

The change of the economic system caused grave recession in the tran-
sitory economies: the decline of production was concomitant with the decline
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of foreign trade turnover. The stabilisation measures within the individual
countries resulted in significant fall of domestic demand.

The switch to dollar accounting, the cessation of the CMEA, the intro-
duction of duties in their trade relations. and the western import liberaliza-
tion going on in the affected countries for vears all led to the elimination of
markets formerly working mainly with state contracts and to the disappear-
ance of relatively inexpensive transportation with the significant modifica-
tion of the price and financial conditions. Political and not only economic
factors plaved some role in the narrowing relations: the dlsuueomuon of
the CMEA made possible “escape’ from these relations. [n this wayv even
relations based on operable economic advantages also broke up, la is the
co-operation in the eastern region became restricted to an extent which was
not justified by the necessary economic restructuring: on the other hand at
the same time the demalld for western goods and services grew and could
be met as a result of import liberalisation. All this led to the shrinkage of
trade among each other a.uci significant shift in the trade turnover.

Table 1. Volume of Hungary's foreign trade between 1985 and 1990 (1985=100,
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The establishment of the Central European Free Trade Association
(CEFTA) (meeting in Cracow, December 1992) was promoted by the need



to meet the above western expectatior and the recognition of the negative

consequernces coming from the mauonail low level of relations among them.
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Table 2. in Hungarian foreign trade bets

Exports Imports
Countries  Other Countries  Countries Other Countries
in the in the in Li e eastern in the

Visegrad partners”™  European  Visegrad partnsrs  European

Grroup Communitv  Group Community
9.5 At 15.8 0.7 3.0 212
8.3 35.6 24.8 8.5 33.1 24.0
5.8 8.1 32.2 7.1 27.9 31.0
4.2 19.2 45.7 6.0 222 41.1
10 10.3 40 .8 5.9 23.6 427
4.7 21.8 46.0 5.0 239 41.0

“Other eastern partners: Visegrad Group, Bulgaria. Romania
and the Soviet Union
Source: Sdndor Richter-Laszléd Toth G: 1994

It shows clearly that since 1985 the share of the countries in the former
castern integration decreased continuously both in imports and exports. The

same i "\ true of the share of the countries in the Visegrdd group which in 1993
fell to almost half of the 1985 level in both respects. On the other hand,
the share of the European Community countries increased spectacularly
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in foreign trade: the exports in the given period tripled and the imporis
doub led

What justifies, causes and explains the r )1d growth of turnover tot he
EU in Hungary and the other Central and Eastern European countries?

e the need to adopt modern technology in industrial restructuring in the
region,

o relating to the former one, the effort of the EU investors to modernise
the CEI TA companies. t change their profile sometimes to wind them
up.

o to take the products of auxiliary. subsidiary, assembly and co-ope-
ration activities theyv provide to EEU markets, especially in the field of
machine industry,

o to market other, mainly agricultural, light industrial. industrial semi-

processed products in developed countries to mitigate the lack of hard

currency in the eastern countries.
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from 5% lh(’ alzo reflect the advantages from f{ree Iz‘avtle. ‘x.hat
h(\ duties of products on the list of accelerated elimination of duty were
cancelled 1mmediately and those of ordinary ones were cancelied in three
steps (between 1995 and 1997}, (The duties of the goods on the list of



slow elimination of duty will be cancelled until 2001 by annual reduction
according to the Xg eement).

[t is interesting to compare the CEFTA figures with those of Russia: in
exports the share of the ‘inteﬁrauon partners’ exceeds that of Russia but in
imports Russia represents 3% higher share ch-ariy because of I'm*
raw material and energy 1mporix In the first 11 months of 1997
all im ports from Ru was energy,
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Slovak figures is given
the CEFTA: the two
1. .99.5: some 807 of Siovakia’s
\ turnover is (zech and 637 of the Czech Republic is Slovak. This
the explanation for the high share - compared to the other countries — of
1e Czech and Slovak exports and imports. The figures of Poland. Slovenia
and Hungary do not differ significantly: in the case of Hungary and Poland
there was CEFTA mlrphlk in the foreign trade of Slovenia import surplus in
1996. The weight of the CEFTA countries in the total Hungarian exports
was R.7%, in the imports 7.8% in the late 1996. The role of free trade in
Hungary’s foreign trade is better seen if the figures of the following table
are analysed.

Hungarian exports to CEFTA countries increased by 27.9%. the im-
ports by 10.6% a vear. In the case of the Czech Republic and Slovakia in
the bilateral relations there was lmpom surplus. in the trade with Poland
and Slovenia export surplus. On the whole the negative 1996 foreign trade
halance in the CEFTA relations was setiled with significant surplus by 1997.

Regarding trade with the European Union in the same period exports

increased by 15.577, imports by 13.9%. The most important trading partners

toms union on .J anuary 1

!
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Table 5. Hungary—-CEFTA foreign trade turnover in 1996 and early 1997 according
to countries of origin/destination {million §)

Exports Imports Balance
1996 1997 % 1996 1997 % 1996 1997

Czech 1305 1459 1118 2271 2476 107.7 -96.7 -086
Republic
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Poland 167.1 2248 31359 1549 1140 31.2 69.6
Slovakia  106.2 1316 b 1652 1839 1125 =591 =543
Slovenia 98.4  140.3 6 42 .8 46.0 1074 55.5 94.3
Total 502.2 6424 9 571.0 5314 1106 —068.3 11.0

Source: Central Statistical Office
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e CEFTA partners play in our trade,

Table o. Hungary’s share m the ries (00

Exports Imports
1993 1995 1993 1995
2.2 2.1 11
4.7 4.4 1.2
4.5 4.4
1. 14

Hungary’s role in the trade of certain CE wag quite low
and did not change significantiy between } 95 in the ¢

Czech Republic certain decline was ?*';)cnenc : in "x, oth resj
however, gained ground in the i
Slovakia.

The Central and Fastern European ('oum"‘@" ; :
strengthen their economic relations with the European Unioun. The result
of the positive response of the Union was the aa.\,omation agreement with
three Central European countries (the Czech Republic. Poland, Hungarv).
[t came into force in the early 1992. The parts of the Agreement on trade
policy laid down the principles which were used later for the conclusion of
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e the export ratio of mineral fuels | ha
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Hungarv specialised on products obtained {rom processing nmporie
petroleum. and in the given period the export ratio of these products
grew almost fivefold in Slovakia which almo has significant petroleum
processing basis

e the export <hare of different processed products did not change s .':ie;nifi—
cantly in any of the countries between 1991 and 97: some decrease in
the ratio was experienced only in Hungary and Poland {especially at
the expense of textile, clothing and shoesj.
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The table indicates the following:

e the most signii’%(‘artt changes in imports cecurred also in machine indus-
try, the ratio of the )rodum\ increased in all the investigated countries,
in Poland almost doubled,

o except for Hungary the imports of chemical products increased every-
where, to the greatest extent in Poland,




Table 7: The structure of the exports of the CEFTA member states

(Main groups of products in % of total exports according to SITC nomenclature)

Groups of goods

| _Crech Republic |
1991

Hungary T

Poland

Slovakia

Slovenia

1995

1997

1991

1995

1997

1991

1995

1997

1091

1995

1997"

1991

1995

1997"

1.) Food and livestock,
drinks and tobacco

88

5.5

4.9

23.1

20.3

12.1

12.6

9.9

10,3

7,5

5.0

a1

3.8

3,6

2.) Non food raw
materinl except for
fuel, animal and
vegetable oil, fat and
wax .

3.) Mineral fuel,
lubricant and similar
materials

4.8

7.4

5.5

3.8

9.2

4.7

3.6

4.7

2.3

5.0

52

2.1

36

29

10.7

8.2

73

4.) Chemical goods and
similar products

9.0

12.6

HLB

9.1

9.2

7.7

8.0

12.0

10.5

5.) Machine and
transportation facilities

37.2

25.6

4d.1

18.5

[

214

22.4

18.8

314

34.1

6.) Processed products
grouped primarily
according to materials;
different processed
Dproduets
7.)0the

a first six months

405

33.6

28.0

139

48.3

49.4

52.6

50.7

48.0

0.1

Source: Figures ealenlated on the basis of national statistical yearbooks
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Table 8: Structure of the imports of CEITA wmember states

(Main groups of products in % of total exports according to SITC nomenclaturc)

Czech Republic Hungary Poland Slovakia Slovenia
Groups of poods 19911 1995 ] 1997" ] 1991 | 1995 19077 171991 [ 1995 ] 1997 1991 11995 | 1997° | 1991 ] 1995 | 1997"
1.) Food and livestock, 6.9 6.3 6.9 5.5 53 4.3 125 ] 88 8.2 - 8.0 7.9 - 7.4 6.9
drinks and tobacco e
2.) Non food raw 0.5 4.8 4.0 3.8 4.4 33 5.4 6.1 4.8 6.9 4.9 - 6.2 5.4
malerial except for fuel,
animal and vegetable oil,
fat and wax B I e
3.) Mineral fuel, 20.8 7.8 9.0 15.1 1.7 11.0 189 1 9.1 9.0 17.5 8.3 - 6.6 17.6
lubricant and similar
materials o
4.) Chemical poods and 198 | 11.8 12.3 12,0 | 14.2 12.2 9.5 | 150 | 149 13.6 | 125 - 12,0 | 12.2
similar products N o ]
5.) Machine and 280 | 370 | 370 1205 [ 308 | aR4A | 195 ) 2007 3540 RG] 3D 338 | 339
transportation facilities T s
6.) Processed products, 159 {32271 299 | 331 | 336 | 308 | 341 | 309 | 284 27.5 1 241 - 2841 332
grouped primarily
according to materials;
different processed
products S R o . Rt
7.)0thers 0.1 - - 0.03 1 - Sl e | - - -

a: first six months
b: together with Slovakia

Source: Figures calculated on the basis of national statistical yearbooks
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o just as in exports the decline of the ratio of jood producis is simila
especially in Poland.
o the significant decrease of the ratio of mineral fuels. lubricants and
similar materials in imports (e.g. in the Czech Republic to one third.
cant increase in
v products from

ub
in Poland to half} is probably caused by the signifi
the quantity and value of the other goods — especiall

machine industry and highly processed pmduub,

Table 9. Foreign trade structure of the European Union in 1995 (Main groups of
zoods in % of total exports according to SITC nomenclature)

1.

2.

3. o)

5. T

7. 2 2.8
S EUROSTAT

markets. e : ) it g
export the products of machine industry modernised by nokao capn im-
ports and co-operation agreements just as the highly processed products to

EU market.
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If we look at the p er countries plaving important role in the foreign
trade of CLF TA countries hc following are experienced!

e both in exports and imports in all CEFTA countries, e_\'ceyt for Slo-
vakia. Germany with the most highly do\‘eloperl economy of thc EU is
the first among t’he 5 most important partners: S1

because of the special ¢ <onormcveh‘moz '1*51"'\ }.
former associated rep ubli Germg

and open to

1ip: according

relativelv

, fic
v in the caze of ti'ze (fz ch Hepu
Austria and Poland, in the case of Hungea

ary, Aus-
Joland, GOimaI‘x e’*nd Russia, with Slova‘x‘ia
stria and %uf\ i he ¢
and Croatia are

ong the lea dmaj forel

we cnes Great Britab
lands are also among the first five partners:

&

h -~ bbm k rela TIOD’\‘, a CEFTA country appears amon
Poland in the

®

the partners oulv in one case: “zech and Slovak exports.

During the five year existence of the CEFTA. as a result of 1'fting the
duties and dut» like res Lr'c ions and the economic growth beginning in the
region there has been noteworthy increase in the trade relations amo ngt them
whi =d from a very low level alt though the volume of foreign trade is

Regarding the future of the CEFTA there are several possibilities to
increase its Iole ind make its operation more effective: one is the horizontal
crpanston of the CEFTA that is the gradual inclusion of all Central and
st European countries in the free trade zone: the other possibility is the
vertical development of the organisation enlarged with Romania from July 1
1997, that is the replacement of the current, mostly bilateral relations with
overall multilateral agreements and practices. Being aware of the national
endeavours in the region the first option does not seem to be realistic since

'On the basis of the data of Hungarian Foreign Trade Statistical Yearbook, 1996.
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the Central European countries expecting integration into the European
Union give top priority to the western relations in their economic policy.

In the near future the co- operation probably will remain on the level
of free trade. no effort scems to indicate any shift towards integration that
is to extend liberalisation. e.g. in the field of the movement of labour and
capital.

The CEFTA countries in the development of their relations should try
to make their co-operation fully oxploii“ the opportunities in their tre de
to facilitate their integration into the European Union and to decrease the
related uncertainties and risks.
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