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The importance of trade between Central Europeamtdes has become
appreciated again for the economy of Hungary aftelramatic decline in the
previous years. The economic events of the passyeave proved it beyond
doubt that a one-sided West-European orientatiomatabe the exclusive cure
for the purpose of sustaining a steady economiavilrcand of creating a
balance. Trade between the small states in Cdbtralpe has its reserves and it
Is possible to expand the market as compared wustrextremely low level
previously.

As it is well known the termination of COMECON artlde changeover to
account in free foreign currency have resultedh@ elimination of markets
guaranteed by the state. The financial and pricelitons of trade have also
changed. The earlier relative price advantage ef dhppliers and the state-
guaranteed payments have also ceased. The posfitims Hungarian suppliers
in the markets of the neighbouring countries haaenibdamaged by the fact that
all countries with a transformation process started changes in their
economies by significant devaluation in real terarsd with undervalued
currencies. At the same time Hungary overvaluedutsency to some extent.
The changeover to accounting in dollar resulte@ iradical transformation in
the structure of trade within the region, which lsagteral causes.

1. The volume of trade declined dramatically, but tdhecline affected the
different commodities to different extents. The coodity of machinery and
equipment artificially protected from Western cortmoen suffered the
greatest loss.

2. The new prices changed the relative significancthefindividual classes of
commodities.

3. The decline in production in the Eastern-Europeamemies influenced the
demand for import goods, investments also showeelcine and there was a
particular decline in demand for Eastern Europeanhimes, which were not
competitive with Western machines.



4. The decline in the volume of regional trade wasesult not only of the
changeover to accounting in dollar, but the infeeenf the breakdown of the
Soviet economy going on since the 80s and thenleaat@g in speed also
represented an equally major contribution.

Membership in the European Union has become theatgroint in the foreign
trade strategy of the Central European countriashEEountry wants to achieve
this objective independently of the others. Theeefda is likely that the
economic relations between the Eastern Europeantroes! will be determined
to a large extent by the process of their integmatinto Europe. The trade
between Hungary and the Eastern European courgrasabedded in a specific
relationship system of partners and competitorghigrsystem it is primarily the
chances of the European accession that determensighificance attached by
the governments to regional co-operation. The mamgtificant achievement so
far in regional economic co-operation has beenctheclusion of the Central
European Free Trade Agreemént.

The basic principles of the free trade agreementbsasummed up as follows:
the effect of the agreement covers all industriad agricultural products and
groups of products. All the trade obstacles regatm industrial products are to
be eliminated gradually, but at the latest by luday 2001. This setting of the
end of the transitory period is identical with dieadline set in the agreement on
the common market. The order of liberalisation Wegeloped according to the
symmetry ensuring a global equilibrium of advantgagehen at the same time
the elimination of agricultural preferences and tiarges beyond customs
duties were also taken into consideration. Thiglifeerent from the single
market agreements, which are built on the principfeasymmetry. This
difference has a ‘natural’ cause: the economicngtie and market of the EU
exceed several times that of the associated cesntshile the CEFTA countries
do not show a difference of order. It was a generadlency that the agreement
should provide at least such preferences which vggven by the parties
individually to the EU or which exceed those preferes where the specific
characteristics of the trade volume justify it. Bteucture of the text of the free
trade agreement has been built on a combinatidgheofgreements entered into
by the three founding countries with the EU andERGA.

After the shocks
Each of the CEFTA countries belongs to a group aafntries which is even

today undergoing an economic restructuring procedi®ewing the socio-
economic changes in 1989. The changes incurredusershocks in each
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country. However, there are significant differendestween Hungary and
Slovakia as regards their starting points, theides] the restructuring of the
economic regulations, the methods and the resciigweed as well.

Trade of Hungary and Slovakia with other CEFTA countries

Structure of CEFTA exports by countries
CESTAT: Statistical Bulletin, Budapest 2000. p70.

Hungary
BG | cz | P | RO | s | sK
Y ear in per cent of total CEFTA export
1997. - 23,2 36,8 - 20,9 191
1998. - 18,3 26,0 27,6 11,8 16,3
1999. 3,0 18,9 26,5 23,8 13,6 14,2
Structure of CEFTA imports by countries
CESTAT: Statistical Bulletin, Budapest 2000. p68.
Hungary
BG | cz | pPL | RO | s | sK
Y ear in per cent of total CEFTA import
1997. - 37,0 26,0 - 7,9 29,1
1998. - 31,4 26,0 10,5 7,9 24,2
1999. 1,6 26,1 29,0 11,5 8,2 234
Structure of CEFTA exports by countries
CESTAT: Statistical Bulletin, Budapest 2000. p71.
Slovakia
BG | ¢z | HU | P | RO | 4
Y ear in per cent of total CEFTA export
1997. - 70,2 12,3 14,4 - 2,8
1998. - 62,9 13,5 18,3 2,7 2,6
1999. 0,9 60,9 15,1 17,7 2,5 2,8
Structure of CEFTA imports by countries
CESTAT: Statistical Bulletin, Budapest 2000. p69.
Slovakia
BG | ¢z | HU | PL | RO | 9
Y ear in per cent of total CEFTA import
1997. - 78,7 7,6 9,4 - 1,7
1998. - 73,8 9,8 10,1 0,4 2,4
1999. 0,3 71,3 10,0 12,0 0,5 2,7




The figures of the table show, that the weight @v&kia in the Hungarian
foreign trade with the CEFTA countries declinedhe period of 1997-1999. In
the Slovakian CEFTA-trade is determinant the tratth the Czech Republic.
Because of the increasing Slovakian export to Hungad the developing
import from Hungary to Slovakia is the trade betwdlee two countries from
higher importance.

The development of Hungarian-Slovakian foreign trade

Slovakian foreign trade volume with Hungary
CESTAT: Statistical Bulletin, Budapest 2000. p668+r1

1997 1998 1999
Export 265,1 332,4 278,5
Import 401,3 427,4 473,9
Balance -136,2 -95,0 -195,4

The figures show, that in the years from 1997 t891the Slovakian export to
Hungary increased evenly. The figures of exportenad years higher then the
figures of import therefore the balance of the éradchs a deficit for Hungary. In

1998 was the deficit because of the outstandinggdtan exports below 100
million USD but in 1999 was the deficit about 200liom USD.

The trade balance between of the two countries snpkesible the increase of
the Hungarian export. The end of the transitoryigoe of the free trade

agreement by 1 January 2001 makes a necessarytioorndi the development

of the mutual trade.

Recent experiences

The CEFTA agreement has already brought a perdeivatrease in the mutual
commodity sales between Hungary and Slovakia anithefuincrease can be
expected. It is an important consideration thatageement is treated as a step
towards EU accession in certain respects. HowaverCEFTA country has
completed the economic restructuring or consolatafter the political
changes yet. Significant changes can be anticidatethe years to come. This
Is particularly true when the ambition of the catr€EFTA countries regarding
EU-accession is realised. Unfortunately, the edfitioperation of CEFTA, the
agricultural export liberalisation and smooth asaas to the EU are, however,
hindered by the fact that the CEFTA agreement tskept, by the agricultural
disputes and the countermeasures following themg¢hwhre also in conflict
with the letter and spirit of the agreement.



