TEME, r. XLV, 6p. 2, anpuz — jyn 2021, ctp. 601-620

Ipernenuu pag https://doi.org/10.22190/TEME200505035M
ITpumiseno: 05. 05. 2020. UDK 339.1872006”
PeBunnpana Bep3mja: 21. 05. 2021.

OnoOpeno 3a mrammy: 23. 05. 2021.

ELIMINATION OF NON-TARIFF BARRIERS IN REGIONAL
TRADE INTEGRATIONS: THE CEFTA 2006 EXPERIENCE

Ivan Markovi¢!, Ivana Popovié Petrovi¢*”, Predrag Bjelié?

Ministry of Trade, Tourism and Telecommunication,
The Government of the Republic of Serbia, Belgrade, Serbia
2University of Belgrade, Faculty of Economics, Belgrade, Serbia

Abstract

For all the economies in the global world the question of trade is becoming more
important by the day. But the possibility to export on the global market meets many
impediments in the form of non-tariff barriers, rather than tariff these days. CEFTA 2006
regional trade integration is not an exception with more than 100 NTBs introduced during
its existence. Our research found that Serbia and Albania are CEFTA 2006 signatories with
the most NTBs introduced in the observed period. CEFTA has a very efficient institutional
mechanism, Subcommittee on Technical Barriers to Trade (TBT) and Non-Tariff Barriers
(NTBs), for the removal of NTBs between signatories. We have researched three case
studies of bilateral NTBs in Serbia’s intra-CEFTA 2006 which demonstrate that our trade
partner uses policy oriented NTBs. The removal of NTBs at the global, as well as regional
levels is crucial for the development of trade flows after the world economic crisis.

Key words: Non-tariff barriers, Trade, Trade Facilitation, CEFTA 2006,
Documentary compliance, Border compliance.

YK/IAIbAIbE HEHHAPUHCKUX BAPUJEPA
Y PETHOHAJIHUM TPIT'OBUHCKHUM UHTEI'PAIITMJAMA:
HNCKYCTBO HE®TA 2006

Arncrpakr

[utame TproBuHE MOCTaje CBE 3HAYajHU]C 32 CBE CKOHOMHjC Y TJIOOATHOM CBETY.
MoryhiHoCT M3B03a Ha TIIOOATHO TPXKUIITE CE y JAHAIImE BPEeME CyoyaBa ca MHOI'UM
npenpekama y GopMi HEApHHCKUX TpenpeKa TProBUHM, yMecTo ca iapuHama. [IEOTA
2006 permoHaHa TPrOBUHCKA MHTETPaIMja HUje u3y3eTak ca Bumie o 100 HerapuHCKuX
Gapujepa Koje Cy yBeleHEe OJ CTymama Ha CHary a0 JaHac. Haime ucTpaxuBame je
otkpuiio a cy Cpbuja u Anbanuja LIEOTA 2006 moTmvcHUIE ca HajBUILIE yBEACHHUX
HelapuHCKUX Oapujepa y mocMarpanoM mepuony. LIEDTA 2006 nma Beoma epukacaH

“ Aytop 3a kopecnonnenumjy: Visana Ilonoeuh Ilerposuh, Exonomcku daxynrer y
Beorpay, Kamenruka 6, 11000 Beorpan, Cpowja, ivana.popovic@ekof.bg.ac.rs

© 2021 by University of Ni§, Serbia | Creative Commons License: CC BY-NC-ND



602 I. Markovi¢, I. Popovi¢ Petrovi¢, P. Bjeli¢

MHCTHTYIIMOHAIHN MexaHu3aM, [loTkomurer 3a Texnmdke Gapujepe Tprosunu (TBT) n
HerapuHcke Gapujepe Tproeuny (HIB), 3a yknamame MeljycoOHIX Gapujepa TproBuan. Y
OBOM paJy CMO aHAJIM3MpaIM U TpH Ciydaja OmnatepanHux Oapujepa mpema CpOuju.
Vinamame HEeUapUHCKUX Oapujepa TPrOBUHM Ha IVIOOAJHOM M PETHOHAJIHOM HHUBOY
BEOMa je 3HaYajHO 3a Pa3BOj TPrOBUHCKUX TOKOBA HAKOH CBETCKE EKOHOMCKE KpH3e.

Kibyune peun:  HenapuHcke OGapujepe, TProBHHa, OJlaKinaBarmbe Tprosune, [[EOTA
2006, yckinaleHocT qoKyMeHaTa, yckiIa)eHOCT Ha TPaHHIIH.

INTRODUCTION

The non-tariff barriers are instruments of trade policy that became
dominant in the second half of the 20" century. With the sharp decrease in
tariff rates across the world and across the different sectors, the non-tariff
barriers became predominant as protectionist measures. Even if tariff rates
went down, countries were unwilling to lower its barriers toward foreign
competition. Now the big effort is being made in reducing and removing
different non-tariff measures in global, as well as regional trade.

Non-tariff barriers can take different forms but usually we can dis-
tinguish between three groups of non-tariff barriers:

= Traditional or core non-tariff barriers

= Technical barriers to trade, and

= Administrative barriers to trade (see more Bjeli¢, 2004).

Most of the traditional non-tariff barriers have been regulated dur-
ing the existence of General Agreement on Tariffs and Trade (GATT)
while technical barriers to trade (TBT) have been regulated with the es-
tablishment of World Trade Organization in 1995 and the adoption of
Technical barriers to trade agreement. The last remaining group, adminis-
trative barriers to trade, have been regulated with the adoption of WTO
Trade Facilitation Agreement for WTO members which ratified it. How-
ever, many types of non-tariff barriers still remain unregulated. Many
steps have been taken on the regional level to remove these barriers, since
regional liberalization is always more advanced than the liberalization at
the global level.

In Southeast Europe the regional integration process started in
2000. Finally, the Revised Central European Free Trade Agreement
(CEFTA 2006)* was signed on 19" December 2006 by Albania, Bosnia
and Herzegovina, Bulgaria, Croatia, Macedonia?, Moldova, Montenegro,
Romania, Serbia and the United Nations Interim Administration Mission
in Kosovo on the behalf of Kosovo in accordance with United Nations

1 The Agreement on Amendment of and Accession to the Central European Free
Trade Agreement (CEFTA)
2 The country recently changed the name into North Macedonia.
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Security Council Resolution 1244 (UNMIK/Kosovo)3. In the meantime,
Bulgaria, Croatia and Romania left to join the European Union so
CEFTA 2006 now has 7 Signatories. The empirical evidence suggests
that CEFTA-2006 exerted positive, significant and large effect on trade
between its signatories, and these effects are larger than the effect of the
Stabilization and Association Agreements (SAA) that CEFTA 2006 sig-
natories signed with the EU (Petreski, 2013, p. 43)

1. MEASUREMENT OF NON-TARIFF BARRIERS GLOBALLY

During the last two decades, many papers proved that the im-
provement and simplification of customs procedures have a positive im-
pact on trade flows. (Engman, 2009, p. 81) It means that the improved
procedures could facilitate trade. (Wilson, 2009, pp.67-68) The best re-
sults could be expected, concerning particularly countries with less effi-
cient customs and administrative procedures. There is also an attitude that
the linkage between TF and the ability of a country to attract Foreign di-
rect investments is permanent (Engman, 2009, pp.105-106). Non-tariff
barriers, especially, administrative barriers to trade, are currently the main
barriers in international trade, related to market access, especially after
tariff levels decline at less than 5% (De Melo, Nicita. 2018. p. 4).

Using the Doing Business data, especially the Trading Across Bor-
ders Methodology section, we can notice many obstacles still remaining in
intra-regional trade, even if one of the main aims of many Regional Trade
Agreements (RTAS) is the implementation of the Trade Facilitation (TF)
measures. Among these RTAs is the CEFTA 2006, which includes im-
portant elements of the TF as well. Efforts for reducing trade costs by the
implementation of the TF measures, at the regional level, shine the light on
the fact that every region has its own steps. We cannot say that “one size
fits all” (Hoekman, Nicita. 2018. p. 16). Measurement of all Non-tariff bar-
riers, especially the administrative ones, is based at different methodolo-
gies, among which, the Trading across borders is very comprehensive.

The Trading across borders methodology measures the time and
costs as a result of exporting and importing goods. Measurement is car-
ried out in eight dimensions of the trading process, the time and costs for
Documentary Compliance and time and costs necessary for the Border
Compliance, for both exports and imports.

The time and costs are measured for Documentary compliance and
for Border compliance. The time and costs for Domestic transport are not
used in the calculation for Trading across borders although data about
them exist. The time is measured in hours and the costs in USD. For the

SUNMIK/Kosovo is included as a separate customs territory.
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purpose of collecting all necessary documents, traders need some time
and that process produces costs as well. They are associated with the pro-
cess of preparing, obtaining and submitting of all the required documents, by
the government agencies of the country of origin and by the destination
country, and also by transiting countries’ agencies, if the merchandise is be-
ing transited over the territory of a certain third country. For the completion
of export or import procedures, the traders need time and the process re-
quires some costs, caused by the fulfilment of the criteria demanded by the
customs administration and other border inspection agencies.

The Documentary Compliance measures one multidimensional
process, consisting of a few different processes, with the same aim to en-
able the completion of one products’ export or import. It consists of: ob-
taining the documents, preparing them, processing, presenting and sub-
mitting (more in: World Bank Group, 2019). Time and costs for mandato-
ry documents are calculated primarily, but they are supplemented with the
time and the costs for obtaining some documents, as, for example, the
certificate of origin, with the aim of making it easier for traders to get a
preferential treatment for their goods. Apart from this, there are packing
lists included as well, which are not binding, but make it easier for customs
officers to determine the value of goods and avoid mistakes, such as
undervaluation, or misdescription of imports. It doesn’t include documents
which are obtained only once and used for all other exports or imports.

The Border Compliance implies the time and created costs, spent
to get the compliance with the customs regulations and regulations of
other agencies, mostly, inspections, whose duties are connected with the
customs’ clearance process, mostly and often, phytosanitary inspections.
It also includes, the time and costs necessary for the port or border han-
dling of goods. Both, the time and the costs for Border Compliance could
be at level zero, for example, the trade between traders from the European
Union, or other customs unions in the world.

The Trading Across Borders measures the time and costs caused
by the exporting or importing goods in one economy and in some of
them, after the implemented reforms, doing business, in those cases, trad-
ing, becomes easier. If the change in making it easier to trade, is more
than 2%, measured by the rise of the score of one particular economy,
that change becomes classified as a reform.

During 2016-2017, these reforms had Trading across borders, as
the most common topic of the reforming processes that had been imple-
mented in the Sub-Saharan Africa and Latin America with the Caribbean.
Other world regions, as the main reform issue had Paying taxes, as in the
East Asia and Pacific, Registering property in Europe and Central Asia,
Getting credit in the Middle East and North Africa, while in the most de-
veloped, OECD countries, the main topic was Paying taxes (World Bank
Group, 2018, p.6). Among the 264 reforms, implemented during the peri-



Elimination of Non-Tariff Barriers in Regional Trade Integrations... 605

od June 2016-June 2017, with the aim of doing business more easily and
among 119 economies which have implemented at least one reform, three
issues were set aside as issues with the highest incidence and Trading
across borders is one of them.

Table 1. Economies in Europe and Central Asia recorded the highest
share of reforms making it easier to do business in 2016-2017

Avrea of reform Number of Region with the highest
reforms share of reformers in
2016-2017 2016/2017
Starting a business 38 South Asia
Dealing with construction permits 22 Sub-Saharan Africa
Getting electricity 20 Europe and Central Asia
Registering property 29 Europe and Central Asia
Getting credit 38 South Asia
Protecting minority investors 21 South Asia
Paying taxes 30 East Asia and Pacific
Trading across borders 33 South Asia
Enforcing contracts 20 South Asia
Resolving insolvency 13 South Asia

Source of data: World Bank Group, 2018, p. 23.

Europe and Central Asia as the Region of CEFTA 2006 signato-
ries, represent the region with the highest share of economies, reforming
in the scope of many fields during the same period. Almost all economies
in the Region, exactly 79% of them, implemented at least one reform
(World Bank Group, 2018, p. 23). Among CEFTA 2006 signatories, the
level of TF instruments implementation is different, but the expectations
for their unification in the future, are very high (Popovi¢ Petrovié, Bjeli¢,
2017, p.351).

2. NON-TARIFF BARRIERS IN CEFTA 2006
INTRA-REGIONAL TRADE

Regional trade agreements (RTAs) formed during the last two dec-
ades deal with the TF issues, and the strong correlation between WTO
and RTAs TF commitments was noticed by many UNCTAD experts. His-
torically, TF elements had been included in RTAs even before they be-
came part of the Doha Development Agenda and the first WTO Draft
Negotiating text about Trade Facilitation. (UNCTAD, 2011, p.6)

The result of certain research projects in this Region showed that
many exporters, importers and stakeholders, as well as freight forwarders,
producers, distributors, have a long list of complaints in intra-regional trade,
insisting on their burdensome character. These complaints are connected
with the TF field: customs procedure delays, complicated and double
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documentary requirements, inconsistent application of rules, lack of
transparency (Aggarwal, 2015, p. 3). The administrative barriers to trade are
among the most important non-trade barriers that hinder the process of
further trade liberalization within the region (Kikerkova, 2014, p. 87).
Signatories of the CEFTA 2006 have implemented many reforms
during the last decade and that have made some improvements to their
position at the Doing Business ranking, especially at the Trading across
borders ranking. In some examples of CEFTA 2006 parties, the contribution
of reforms initiated the increase at the Trading across borders ranking and it
contributed to the overall improved position of the Doing Business ranking.

Table 2. CEFTA 2006 parties ranking in the Ease of doing business and
Trading across borders, 2018

CEFTA 2006 signatories  Ease of doing business Trading across borders

ranking ranking
(1-190 countries/territories)
Albania 65 24
Bosnia and Herzegovina 86 37
North Macedonia 11 27
Moldova 44 35
Montenegro 42 44
Serbia 43 23
UNMIK/Kosovo 40 48

Source of data: World Bank Group, 2018, pp. 142-190.

For some CEFTA 2006 signatories, their position at the Trading
across borders ranking is more favorable than its overall position at the
Doing Business ranking. For 2018, this was the case for Albania, Bosnia
and Herzegovina, Moldova and Serbia. Deeper analysis, by decomposing
the overall Trading across borders indicator, could point out excellent el-
ements of the trading process in CEFTA 2006 signatories individually
and could shine the light on elements which have to be improved.

If we assume that Trade Facilitation would be one of the main ob-
jectives of any Free Trade Agreement, including CEFTA 2006, following
tables would lead us to conclusion that majority of the work is still ahead
for CEFTA 2006 signatories. When we look at the time necessary for ex-
port (Table 3) and import (Table 4) we can conclude that there are huge
differences among CEFTA2006 signatories.

If we assume that the Total Time to export (hours) is calculated by
adding Time to exportBorder compliance and Time to exportDocumen-
tary compliance, we can conclude that the fastest completion of export
procedure is conducted in Serbia. It takes slightly longer in Bosnia and
Herzegovina, followed by North Macedonia, Montenegro and Albania.
Export procedure is the longest in Moldova and UNMIK/Kosovo. The
main contributor to long export time in Moldova is the verification of
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documentary compliance (48 hours) while in UNMIK/Kosovo it is dis-
tributed evenly. With the exception of these two, in all CEFTA 2006 par-
ties, it takes more hours for border compliance then for document com-
pliance verification. Looking at the CEFTA 2006 Region as a whole, the
total export time is 24.4 hours, time for border compliance is 9.4 hours
while the time for documentary compliance is 15 hours.

On the other hand, adding Time to importBorder compliance and
Time to importDocumentary compliance would provide us with the Total
time for import. In this category, Moldova is “the best” closely followed
by Serbia as only two signatories with one-digit result. North Macedonia,
Bosnia and Herzegovina and Albania are in the range between 11 and 18
hours and in UNMIK/Kosovo it takes 22 hours. Import procedures last
the longest in Montenegro, 33 hours. Only in Bosnhia and Herzegovina it
takes more time for documentary compliance than for border compliance
verification. If we look at the CEFTA 2006 Region as a whole, the total
import time is 15.9 hours, time for border compliance is 10.1 hours and
time for documentary compliance is 5.8 hours.

Comparing Time for export and Time for import we can see that
with the exception of Moldova and UNMIK/Kosovo, all other CEFTA
2006 parties recorded longer Total Time for import than Total Time for
export. Regarding Border compliance, Albania, Bosnia and Herzegovina,
Moldova and Montenegro have higher values for import while North
Macedonia and UNMIK/Kosovo have higher values for export. In Serbia
the times are equal. As for the documentary compliance, only in Moldova
and UNMIK/Kosovo it takes more time to complete these procedures for
export then for import.

Table 3. Export time in CEFTA 2006 parties, countries in the Region and
OECD high income countries

Time to export Time to export Time to
Border compliance documentary export Total
(hours) compliance (hours) (hours)
Albania 9 15
Bosnia and Herzegovina 5 4 9
North Macedonia 9 2 11
Moldova 3 48 51
Montenegro 8 5 13
Serbia 4 2 6
UNMIK/Kosovo 28 38 66
CEFTA 2006 Average 94 15 24.4
Bulgaria 4 2 6
Croatia 0 1 1
Hungary 0 1 1
Romania 0 1 1
OECD high income 12.7 2.4 15.1

Source of data: World Bank Group, 2018
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Looking at the export and import time for the CEFTA 2006 region,
we can see that in all categories except Time to exportBorder compliance
it takes more time to complete the procedure then in OECD high income
countries.

When comparing individual Parties with the Bulgaria, Croatia,
Hungary and Romania which are countries from the region and former
CEFTA parties, now EU Members, it is obvious that there is a lot of
space for improvement in these categories.

Table 4. Import time in CEFTA 2006 parties, countries
in the Region and OECD high income countries

Time to import Time to import ~ Time to import

Border compliance  documentary Total (hours)
(hours) compliance (hours)
Albania 10 8 18
Bosnia and Herzegovina 6 8 14
North Macedonia 8 3 11
Moldova 4 2 6
Montenegro 23 10 33
Serbia 4 3 7
UNMIK/Kosovo 16 6 22
CEFTA 2006 Average 10.1 5.8 15.9
Bulgaria 1 1 2
Croatia 0 1 1
Hungary 0 1 1
Romania 0 1 1
OECD high income 8.7 3.5 12.2

Source: World Bank Group, 2018

3. ELIMINATION OF NON-TARIFF BARRIERS IN CEFTA 2006

To facilitate the process of identification and elimination of trade
barriers CEFTA 2006 signatories established Subcommittee on Technical
Barriers to Trade (TBT) and Non-Tariff Barriers (NTBs) (CEFTA 2006,
2007). Its task was to identify and oversee the elimination of TBT
through the harmonization of technical regulations, standards and manda-
tory conformity assessment procedures among parties. The basis for har-
monization were rules and procedures of the World Trade Organization
and European Union standards and procedures. The work was also fo-
cused on regular exchange of information regarding NTBs with the pur-
pose of their elimination. One of the important tasks of the Subcommittee
was also to create reporting systems for identification and elimination of
NTBs (CEFTA 2006, 2007).

With the further strengthening of CEFTA 2006, the parties realized
that the Subcommittee on TBT and NTBs was not able to cope with the
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new challenges. The decision was made to replace the Subcommittee on
TBT and NTBs with the Subcommittee on Non-Tariff Measures (NTMs).
Its focus is on regular exchange of information through CEFTA 2006
Transparency Pack tools, especially CEFTA 2006 Market Access Barriers
Database, with an aim to identify and review potential NTMs and propose
steps for the elimination of trade barriers. It is a forum for discussions re-
garding common problems and finding ways for their resolution, and if
possible, the adoption of the measures at the regional level. At the same time,
it should identify the most effective domestic measures and best practices for
the elimination of NTBs in each Party. With identification of TBT, new tasks
include identification and elimination of burdensome sanitary, phytosanitary
and administrative measures. Subcommittee on NTMs directly reports to
Committee on Trade Facilitation (CEFTA 2006, 2015).

The above mentioned CEFTA 2006 Transparency Pack was estab-
lished in 2014 to enhance transparency which is one of the main princi-
ples of World Trade Organization and CEFTA 2006. It consists of several
databases which are interlinked and has a search engine incorporated in it.
It contains all the necessary information related to trade within the region.
The Transparency Pack comprises four databases, i.e. TBT Platform, San-
itary and Phytosanitary (SPS) Database, Market Access Barriers Database
(MABD) and Trade Portal (CEFTA 2006 Transparency Pack, 2019).

Trade Portal contains general information about trade among
CEFTA 2006 signatories. Information is divided into main categories
such as customs regulations, licensing procedures, technical require-
ments, SPS and veterinary controls, trade regimes as well as the regula-
tions for border/administrative line controls applied (CEFTA 2006 Trans-
parency Pack, 2019).

The SPS Database was established to increase the transparency of
relevant laws and regulations regarding the trade in agricultural goods
across the region. Most important laws and by-laws and specific measures
in the sanitary, phytosanitary and veterinary field are available on-line in
English and in local languages. It offers information on membership to
the international organizations, list of accredited laboratories and the bor-
der/administrative line crossing contact details (CEFTA 2006 Transpar-
ency Pack, 2019).

The TBT Platform contains information on technical requirements
and quality infrastructure in the region. Main laws and bylaws, and lists
of accredited laboratories, certification and inspection bodies can be
found in it. Information about quality infrastructure in general, accredita-
tion, standardization, conformity assessment, metrology and market sur-
veillance is also on the platform.

The MABD contains all the reported trade barriers since 2006
based on the UNCTAD classification of non-tariff measures. The follow-
ing table (Table 5) presents trade barriers by CEFTA Party applying
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measures meaning the number of NTBs that were introduced by each
CEFTA Party (CEFTA 2006 Transparency Pack, 2019).

Table 5. Trade barriers by Party applying measures (introduced NTBSs)
from 2006 to February 2020

Party Total Sharein  Number of Share of Sharein  Share of
number of  total unresolved removed intra- total
introduced numberof  NTBs NTBsin CEFTA number of

NTBs introduced total 2006 introduced
NTBs number of imports NTBsto
introduced in2017  share of
NTBs intra-
CEFTA
2006
imports in
2017 ratio

Albania 16 14.8 6 62.5 7.9 1.9

Bosnia and 20 185 1 95 255 0.7

Herzegovina

North 13 12 5 61.5 14.1 0.9

Macedonia

Moldova 1 0.9 0 0 0.4 2.3

Montenegro 1 0.9 1 100 155 0.1

Serbia 37 34.3 4 89.2 18.2 1.9

UNMIK/Kosovo 14 13 7 50 18.4 0.7

ALL 6 5.6 0 100 / /

Total 108 100 24 77.8 / /

Source of data: CEFTA Transparency Pack, 2019

Since the creation of CEFTA 2006, a total of 108 NTBs have been
reported in trade among signatories. The number could be referred as
high or not having in mind that it is recorded for 11 years of implementa-
tion among 7 trading partners. Serbia introduced 37 NTBs (34.3% of total
CEFTA 2006 NTBs), Bosnia and Herzegovina 20 (18.5% of total CEFTA
2006 NTBs), Albania 16 (14.8% of total CEFTA 2006 NTBs), North
Macedonia 13 (12% of total CEFTA 2006 NTBs), UNMIK/Kosovo 14
(13% of total CEFTA 2006 NTBs) and Moldova and Montenegro 1 each
(0.9% of total CEFTA 2006 NTBs each).At the same time Serbia com-
plained about 32 NTBs (29.6% of total CEFTA 2006 NTBs), Bosnia and
Herzegovina about 28 (25.9% of total CEFTA 2006 NTBs), UN-
MIK/Kosovo about 20 (18.5% of total CEFTA 2006 NTBs), North Mac-
edonia and Montenegro about 12 each (11.1% of total CEFTA 2006
NTBs each) and Albania about 3 (2.8% of total CEFTA 2006 NTBs).

Table 6 gives an overview of trade barriers by reporting CEFTA
Party affected by the measure, meaning the number of NTBs that each
CEFTA Party was faced with.
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Table 6. Trade barriers by affected Party (faced NTBs)
from 2006 to February 2020

Party Total ~ Share in Number of Share of Share Share of total
number  total unresolved removed in number of
of number NTBs NTBsin intra- endured
endured of total CEFTA NTBsto
NTBs endured number of 2006 share of
NTBs endured exports intra-CEFTA
NTBs in 2017 2006 exports
in 2017 ratio
Albania 3 2.8 2 33.3 5.7 0.5
Bosnia and 28 25.9 2 929 173 15
Herzegovina
North Macedonia 12 11.1 6 50 11.2 1
Moldova 0 0 0 0 1.2 0
Montenegro 12 111 5 58.3 2.9 3.8
Serbia 32 29.6 7 78.1 58.2 0.5
UNMIK/Kosovo 20 18.5 2 90 35 5.3
ALL 1 0.9 0 100 / /
Total 108 100 24 77.8 / /

Source of data: CEFTA Transparency Pack, 2019

Except Montenegro and UNMIK/Kosovo other Parties recorded
better results in removing NTBs introduced by them (Table 5, column 5)
than NTBs introduced by their trading partners (Table 6, column 5). Bos-
nia and Herzegovina removed 95% of reported NTBs while other Parties
removed 92.9% of NTBs introduced on imports from Bosnia and Herze-
govina. Serbia resolved 89.2% of NTBs while NTBs on Serbia export
was removed by 78.1%. Albania and North Macedonia removed about
62% of NTBs while other Parties resolved only 33.3% and 50% respec-
tively of NTBs introduced to these two Parties. In the case of Montenegro
and UNMIK/Kosovo, Parties removed 58.3% and 90% of NTBs respec-
tively while Montenegro hasn’t removed (one) introduced NTB and
UNMIK/Kosovo removed 50% of NTBs on CEFTA 2006 trade.

How to evaluate the practice of identification and elimination of
Non-Tariff Barriers in CEFTA 2006? At the Regional level, the approach
would be to compare the number of introduced with the number of re-
solved NTBs. As previously mentioned, total number of introduced NTBs
within CEFTA 2006 is 108 and total number of unresolved NTBs within
CEFTA 2006 is 24. As shown in the Table 3 and Table 4, this means that
77.8% of all NTBs within CEFTA 2006 were successfully identified and
removed. We could argue that this is relatively high percentage and that
CEFTA 2006 has proven itself as a forum for resolving trade disputes
among Parties and elimination of NTBs.

At Party level it is not enough to follow the same logic and com-
pare the number of introduced and resolved NTBs due to the different
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share of Parties in regional trade. It is not the same weather the NTB was
introduced or endured by e.g. Moldova and Montenegro, or by Bosnia
and Herzegovina and Serbia. Therefore, we would need to weigh the
number of NTBs with share in trade.

When we compare the share in total number of introduced NTBs
with the share of intra-CEFTA 2006 imports of the individual Parties
(Table 3) interesting results emerge. Ratio higher than 1 means that the
specific Party is participating in introduced NTBs in higher percentage
than it is participating in the intra-CEFTA 2006 imports. The highest ratio
is recorded by Moldova, although with a very small share in intra-CEFTA
2006 trade and only one NTB, followed by Albania and Serbia. On the
other hand, ratio lower than 1 means that the specific Party is participat-
ing in introduced NTBs in lower percentage than it is participating in the
intra-CEFTA 2006 imports. That is the case for the rest of the CEFTA
2006 signatories. If we exclude Moldova, we could conclude that Albania
and Serbia are the biggest “introducers” of NTBs in CEFTA. North Mac-
edonia would be at the third, UNMIK/Kosovo at fourth and Bosnia and
Herzegovina at fifth place. It is worth mentioning that UNMIK/Kosovo
has the highest number of unresolved NTBs. Montenegro would be “the
best trading partner within CEFTA 2006 not just because it has the low-
est ratio but because it introduced only one NTB.

The comparison of the share in total number of endured NTBs with
the share of intra CEFTA 2006 exports of the individual Parties also leads
to interesting conclusions. Ratio higher than 1 means that the specific
Party is participating in endured NTBs in higher percentage than it is par-
ticipating in the intra-CEFTA 2006 exports. This is the case for UN-
MIK/Kosovo, Montenegro and Bosnia and Herzegovina. On the other
hand, ratio lower than 1 means that the specific Party is participating in
endured NTBs in lower percentage than it is participating in the intra-
CEFTA 2006 exports which is the case for Serbia and Albania. North
Macedonia has the ratio of 1. We could conclude that UNMIK/Kosovo
“suffered” the most from NTBs followed by Montenegro and Bosnia and
Herzegovina. Fourth place would be for North Macedonia, fifth for Ser-
bia (because of seven unresolved NTBs) and sixth for Albania. Moldova
is excluded since it hasn’t reported any NTB on its export.

It is interesting to notice that Albania is the biggest “introducer” of
NTBs and at the same time the smallest “sufferer” from NTBs in CEFTA
2006.

To advance in elimination of NTBs, in November 2014, Parties
launched negotiations on Trade Facilitation which lasted more than two
years and in April 2017 the Parties adopted Additional Protocol 5 to
CEFTA 2006 on Trade Facilitation. It is a comprehensive document
whose main objectives are to enable the simplification of inspections re-
lated to all clearance procedures and reduction of formalities to the possi-
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ble maximum extent; the exchange of data between customs authorities to
the extent that each Party legislation allows; and the establishment of mu-
tual recognition of the Authorised Economic Operators’ Programmes in
each CEFTA Party, provided that both the legislation and implementation
of each national programme is fully in line with the relevant EU acquis
(CEFTA 2006, 2017).

Working further on the implementation of the Additional Protocol
5 on Trade Facilitation, in December 2019, Parties adopted the Decision
on Establishing the validation procedure for the mutual recognition of
CEFTA Parties’ national Authorised Economic Operators’ Programmes
with regard to the safety and security (AEOS) whose main objective is to
define detailed procedures for mutual recognition of AEOs (CEFTA
2006, 2019). In February 2020, Parties adopted Decision on Facilitating
Trade for Fruit and Vegetables. The main objectives of the Decision are
establishment of mechanisms, harmonized with EU legislation, for sim-
plifying inspections related to all clearance procedures for trade in fruit
and vegetables between the CEFTA Parties and the reduction of border
formalities to the maximum possible extent - in particular, by use of risk-
based inspection methods and through the mutual recognition of certifi-
cates issued by each CEFTA Party; establishing data and notification sys-
tems between the competent authorities of the CEFTA Parties involved in
goods clearance to the extent that each CEFTA Party’s legislation allows;
establishing a Register of Professional Operators trading in Fruit and
Vegetables in each CEFTA Party; mutual recognition of the professional
operators registered in the Register of Professional Operators trading in
Fruit and Vegetables of another CEFTA Party; establishing a common
CEFTA List of Fruit and Vegetables for which Phytosanitary Certificates
are mandatory (CEFTA 2006, 2020).

4. BILATERAL NON-TARIFF BARRIERS USED BETWEEN CEFTA
2006 SIGNATORIES AND ITS EFFECTS

After the CEFTA 2006 entered into force, the Agreement which
replaced as many as 32 bilateral agreements, many advantages and new
elements have emerged. Among these elements are: the diagonal cumula-
tion of origin, gradual liberalization of trade in services, protection of in-
tellectual property rights, equalization of investment conditions, with se-
curing an equal treatment for local and regional investors, opening up the
public procurement market, implementation of WTO rules for member and
still non-member signatories and for every agreement and institution, an
important element is the existence of the dispute settlement mechanism.

Soon after the start of the new-CEFTA, the rise of a dozen non-
tariff barriers has been noticed. Their growth overlapped over time with
the increase of their use at the international level. In the CEFTA 2006 re-
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gion, for a very short period, of a few years, more than 100 non-tariff bar-
riers have been registered.

During the last decade, Serbian Ministry of Trade, Tourism and
Telecommunication, was directly and indirectly informed about the non-
tariff barriers Serbian enterprises are faced within the export-import to-
wards other CEFTA 2006 markets. It was also informed by the Serbian
Chamber of Commerce, which is directly informed by companies, partic-
ipants in intra-regional trade. Using these data and data of other CEFTA
2006 signatories, the CEFTA 2006 Secretariat has formed a regional da-
tabase for non-tariff barriers recording. As the existence of the dispute
settlement mechanism was one of the most important achievements of
new Agreement and as recording and implementation of very numerous
non-tariff barriers in this Region is still a great challenge, this discrepancy
undermines the significance of the entire Agreement. That proves the fact
of the imperfection of the system for protection trading partners’ rights
and indicates that this Agreement is not fully respected.

As the volume of intra-CEFTA trade and the share of intra-CEFTA
trade in the structure of trade of all signatories, during last few years, has
shown just modest increase and as the political problems have reinforced
the apparent inability to prevent obstruction of the agreement itself by
some signatories, the further improvements and development of intra-
CEFTA 2006 trade, has been slowed. The obstruction of the implementation
of the CEFTA Agreement could be continued since the decision making
system, based upon a consensus system, is inefficient. Only one CEFTA
Signatory could vote differently and, that way, could block the decision.

Although many of these non-tariff barriers, implemented in intra-
CEFTA 2006 trade, could be grouped in traditional, technical and admin-
istrative trade barriers, more deeply analyzed they mostly belong to the ad-
ministrative non-tariff barriers. The participants in intra-CEFTA 2006 trade
are faced with complicated border procedures, corruption, the lack of accred-
ited laboratories, problems with radiological, veterinary, sanitary and phyto-
sanitary inspections whose working hours do not match the customs working
hours, non-recognition of standards and certifications of quality. The regula-
tion process for administrative non-tariff barriers has started recently, after
the adoption of the Trade Facilitation Agreement in 2013 at the Bali Ministe-
rial conference, which entered into force in February 2017. Besides them, as
the most contemporary non-tariff barriers, in intra-CEFTA 2006 trade, some
of traditional or technical trade barriers are very often implemented. The in-
dicator that these problems are not the result of an accidental mistake, but of
intentions for protecting its own economies, are the data showing the mainte-
nance of same, reduced, volume of export of certain goods from Serbia to the
parties concerned. About intra-CEFTA 2006 trade problems, Serbian enter-
prises are pointing out some individual problems, concerning the type of
product and the importing Signatory.
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The barriers in flour trade are one of the biggest problems in Ser-
bia’s trade with North Macedonia. Namely, North Macedonia introduced,
every year, starting from 2009, measures to reduce its imports of flour
from Serbia. If we observe Figure 1, we can see that Serbian export of
flour to Macedonia, recorded a sharp increase, starting from 2007, when
Serbia became a part of CEFTA 2006 and, at the contrary, sharp decrease,
a few years after, starting from 2009. This decrease in 2009 corresponds
to the effect of world economic crisis. Every year, from 2010, North
Macedonia started introducing non-tariff measures, with the aim to main-
tain flour imports up to 12 mil. USD. That is significantly lower, com-
pared to the value of Serbian flour exports to Northern Macedonia during
the few previous years, when it was at a value of more than 17 mill. USD.
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Figure 1. Exports of wheat flour from Serbia to North Macedonia, 2005-

2017, in thousands of USD
Source: Bjeli¢, Dragutinovi¢ Mitrovi¢, 2018, pg.58.

After the signing of the CEFTA 2006, the volume of malt beer ex-
ports from Serbia to Boshia and Herzegovina has increased sharply from
approximately 25 million USD in 2005 to more than 55 mill. USD in
2008 with the top level of more than 60 mill. USD in 2011. Starting from
2014 and the introduction of discriminatory excise tax, by Bosnia and
Herzegovina, malt beer exports declined sharply in 2015 and especially in
2016, falling below the initial, 2004 and 2005, monitoring level. This in-
troduction of excise duties is already a trade barrier itself, but it is accom-
panied with the fact that the level of these taxes is not the same for all
bear producers, because it is a 0.20 KM for producers who produce the
quantity lover than 400000 hectolitres and higher, 0.25 KM, for those
who produce more (discriminating measure).
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Figure 2. Malt beer export from Serbia to Bosnia and Herzegovina, 2004-
2016in thousands of USD
Source: Bjeli¢, Dragutinovi¢ Mitrovi¢, 2018, pg.58.

Serbian export to UNMIK/Kosovo has also suffered because of the
implementation of non-tariff barriers, even before 2018 introduction of
100% tariff rates. This is evident from the data on the implementation of
barriers to the export of Serbian building, ceramics blocks, mostly blocks
ceramic for floors and blocks brackets.*
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Figure 3. Serbian Export of ceramic blocks to UNMIK/Kosovo,
2005-2018, in 000 EUR
Source: Authors calculations based on Serbian Chamber of Commerce data for
period 2005 to 2010 and Serbian Agency for Statistics data for period 2011 to 2018.

4 Blocks ceramic for floors and blocks brackets — HS 6094.90.0000



Elimination of Non-Tariff Barriers in Regional Trade Integrations... 617

Disclaimer: Serbian Chamber of Commerce data in USD have
been transferred to EUR wusing vyearly average courses from
https://www.ofx.com/en-au/forex-news/historical-exchange-rates/yearly-
average-rates/.

In a more than a decade of the CEFTA 2006 implementation, non-
tariff barriers, implemented in trade between trade partners from only two
CEFTA 2006 signatories, have been resolved successfully in a bilateral
trade negotiation. That is an example of trade between partners from Ser-
bia and Bosnia and Herzegovina. Serbian and Bosnian traders complained
about the problems in relation with a mutual export of chicken meat and
meat products. The problem with other products are solved by signing the
Protocol about the removal of barriers to trade between these two coun-
tries, in December 2017 (Ministry of Trade, Tourism and Telecommuni-
cations RS, 2019). At the time of signing the Protocol, there were 13
trade barriers noted, most of which were immediately removed. Beside
the problem with Malt beer export from Serbia to Bosnia and Herze-
govina, caused by the introduction of excise tax, by Bosnia and Herze-
govina, one more barrier was noticed also. This is the problem with the
lack of a trade infrastructure which is one of two main reasons (along
with the intention to implement measures which have the duty to protect
the domestic market) for the implementation of administrative non-tariff
barriers in the world trade. The problem was noticed as a lack of trade ca-
pacity and a new task for Trade Capacity Building, at the border crossing
Kotroman-Vardiste and Ljubovija-Bratunac (RTS, 2019). These negotia-
tions are one of many examples of the efforts made at the bilateral level
for finding a way out from the slowing down and disabling normal intra-
regional trade flows.

CONCLUSIONS

The contemporary world trade is faced with many obstacles that
countries introduce to obstruct international trade. The proliferation of
non-tariff barriers has cancelled the effects of tariff liberalization in the
last two decades. But many countries have managed to further liberalize
their trade with regional partners.

CEFTA 2006 regional trade Agreement is not the exception from
this global trend. The revised CEFTA 2006 agreement has significantly
liberalized the trade regime in intraregional trade, covering goods, includ-
ing agricultural products, and even going into other areas such as services
and investments. But CEFTA 2006 Signatories have made the biggest
breakthrough with the additional protocol on trade facilitation. It is set to
remove administrative barriers in intra-CEFA trade, going even further
than WTO Trade Facilitation Agreement.



618 I. Markovi¢, I. Popovi¢ Petrovi¢, P. Bjeli¢

In our paper, we discussed three examples of NTBs, introduced in
bilateral trade by CEFTA 2006 parties. We can clearly observe that the
export of Serbian companies has been curtailed in three different products
by different CEFTA trade partners. The partners have introduced policy
barriers that restrict Serbian exports in observed products.

The implementation of Non-tariff barriers from the beginning of the
CEFTA 2006 implementation and the process of decision-making as the
most significant issue in the recent period, has become two major obsta-
cles in expected functioning of this Agreement. Due to these two reasons,
primarily, the Agreement has come to a stage of stagnation and in order
to be functional it requires many changes in the Trade Facilitation issue
and making some improvements in its decision-making system.
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YKIIAIbAIbE HEHHAPUHCKUX BAPUJEPA
Y PETUOHAJIHUM TPITOBUHCKUM UHTEI'PAIITUJAMA:
HNCKYCTBO HE®TA 2006

NBan Mapkosuh', UBana Monosuh IMerposuh?, Mpeapar Bjeanh?
MuHKCTapCTBO TProBUHE, TypU3Ma | TelleKoMyHHKanuja, Biaja Perry6mmke Cpouje,
beorpan, Cpbuja
2yuusepsuter y beorpany, Exonomcku paxyaret, Beorpan, Cpouja

Pe3ume

Tlutame TproBuHe MOCTaje CBE 3HAYAJHU]C 332 CBE CKOHOMHjE Y TIIOOATHOM CBETY.
MoryhHocT u3B03a Ha IJI00aTHO TPIXKHINTE Ce y JaHAIlbe BpeMe CyodaBa ca MHOTHM
npenpekama y GopMH HEIAPUHCKUX Oapujepa TProBHHH, YMECTO ca napuHama. Hera-
puHCKe Oapujepe TProBHHH CYy HHCTPYMEHT TPrOBHHCKE MOJIMTHKE KOJH je TOCTao Ipe-
opnaljyjyhu y apyroj monoBuHHM nBajeceTor Beka. Ca 3HaYajHUM CHIDKABambEM LApHH-
CKHX CTOIIa, HEIapuHCKe OapHjepe TProBHHHU IOCTajJe Cy HAjBaXHH]€ MPOTEKIHOHH-
CTHYKE Mepe.

IIpouec pernonanHe eKOHOMCKE MHTErpanje je y Jyroucrounoj EBponm ormoueo
2000. romune. Peumupanu Cropasym o cnoboxHoj Tprounu y Llentpannoj EBporu
(IEDTA 2006) notmucane cy 19. neembpa 2006. roguae Andanuja, bocHa u Xep-
nerosuHa, byrapcka, Xpsarcka, Makenonunja, Monnasuja, Llpna I'opa, Pymynuja,
Cp6uja u YHMUK y ume Kocosa y ckiamy ca pesonyrmjoM 1244, YV mehyBpemeny, by-
rapcka, XpBatcka u Pymynuja Hammyctune cy [IEDOTA 2006 n nocrane wiannue EY, a
Makenonyja je npomenuia ume y CeBepHa Makenonmja.

Y oBoM pany je, m3mely octaior, kopumhena u merogonoruja CeTcke OaHKe 3a
aHaMM3y HEUApHHCKHX Oapujepa TProBUHU. [loMeHyTa METONONOTHja MEpU BpeMe
TPOIIKOBE yBO3a U U3B03a pode. [IpoceuHo BpeMe moTpeGHO 3a M3B03 poOe MOTNHCHUTIA
LEDTA 2006 je 24,4 cara, mro je 3HauajHo ayxe of passujenujux OEL/ 3emarba, kox
kojux je 15,1 car. Kox yBo3a je 3aocTajame HEIITO Mambe, I je TaKo MPOCEYHO BpeMe
notnuchuna [{IEDTA 2006 15,9 catu, a paspujernjux OEL/] 3emapa 12,2 cara.

LIEDTA 2006 nma Beoma eprkacaH HHCTHTYLHOHAIHA MeXaHHW3aM 3a UICHTU(U-
Kallijy 1 yKJamame Mel)ycoOHnX HelnaprHCKHX Oapujepa TproBusu. Jomr 2007. romuHe
ocHoBaH je [TorkomuTeT 3a TexHmuke 6apujepe Tproeund (TBT) u HenapuHcke Gapuje-
pe tproeunu (HLIB), unju je To jeman on ocHOBHHX 3amaTaka. [lomenyTo Temo 2015. ro-
JIMHE Mera Ha3uB U noctaje [ToTKOMHUTET 32 HellapuHCKe Mepe.

LIEDTA 2006 Huje u3y3erak y norieny Kopunihema MpOoTEeKIMOHUCTHIKIX Mepa ca
Buire o 100 HenapuHckuX Oapujepa Koje Cy yBeIeHe OJ] CTyIama Ha CHary Jio JIaHac.
Harmie uctpaxusame je otkpuiio na ¢y Cpouja u bocHa u XepiieroBuna ysene Hajehu
0poj Gapujepa o caaa, anu na cy Cpouja u Andanuja [IEOTA 2006 motmucHuIie ca
HajBUILE YBEJCHUX HEHApHHCKHUX Oapwjepa y OAHOCY Ha ydemihe y YKYITHOM YBO3y y
oksupy LUEDTA 2006. Ca npyre crpane, npema Cpouju u bocau n XepueroBunu je
yBezneH Hajehn Opoj Gapujepa, omHocHo mpema Y HMUK-y/Kocoy u LpHoj ['opu ako
ce y 003up y3me yuenthe y yKyImHOM u3B03y y okBupy LUEDTA.

VY OBOM pagy aHamM3WpaId CMO M TPU Cllydaja OunaTepaHUX HEIAPHHCKHX
Gapujepa Tproeunu npema Cpbuju. Pazmarpana cy opraHuyema IjiacMaHa MIIeHHYHOT
OpamHa y CeBepHy Makenonujy, muBa y BocHy u XepleroBuny M KepaMHUKHX
rpaleBunckux Onokoa y LIEDTA 2006 mornuchuiy YHMUK/KocoBo. ¥V cBa Tpu
cllydaja, yBE/IGHE HelapuHCKe Oapujepe TProBMHM HMalle Cy Ha MOMEHYTHM
TPXKHUIITHMA 3Ha4YajaH HeraTuBaH e()ekar Ha I1acMaH KOHKPETHHX MPOM3BO/IA.



