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Abstract
Free trade agreements are well known in the theory for the static and dynamic effects that they produce for their member-states. In circumstances when all countries are striving for faster integration in the European Union and they must use all available potentials, primarily for the accelerated economic growth, the process of integration of the existing bilateral free trade agreements into a single regional agreement, in this case CEFTA 2006, was a logical step. The CEFTA 2006 is a comprehensive free trade agreement (FTA) between Southeast Europe (SEE) countries. It provides fully liberalized trade in manufactured goods and largely free trade of agricultural goods, aiming at supporting trade and investment among member countries. The Agreement augmented 32 previous bilateral free trade agreements between SEE countries. CEFTA 2006 presents a new ground for improvement of the regional cooperation. It is a given opportunity that should not be neglected. Member-states should put all their efforts in overcoming various political and other obstacles and make this agreement work and bring out all the opportunities it has to offer. Under the threat of the world economic crises that seems to be much more serious than we would like to admit, the full enforcement of the multilateral agreement on the Balkans could be crucial for the economic survival of its individually small-capacity economies.
General characteristics of trade liberalization under CEFTA-2006 
This comprehensive Agreement’s main objectives are, inter alia, to expand trade in goods and services and foster investment by means of fair, stable and predictable rules, eliminate barriers to trade between the Parties, provide appropriate protection of intellectual property rights in accordance with international standards and harmonize provisions on modern trade policy issues such as competition rules and state aid.
CEFTA 2006 de facto established a united economic space in the industrial sector, through full mutual trade liberalization.

Full liberalization of agricultural goods trade under CEFTA-2006 was effectuated by the 1st of May 2011. The new regime should completely eliminate tariffs and quotas, as well as export subsidies. If a member-state persists on the use of a certain export subsidy, the rest of the members could use compensatory duties for protection and implementation of fair-competition rules on their markets. They are also obliged to apply WTO rules on sanitary and phytosanitary measures.
Article 1.d of the CEFTA 2006 Agreement foresees the elimination of barriers and distortions of trade and the facilitation of the movement of goods in transit and the cross-border movement of goods and services between the territories of the CEFTA 2006 members.
Table 1: More important non-tariff barriers within CEFTA 2006
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Source: http://www.cefta2006.com/legal-texts
As in international trade in general, greater customs liberalization of trade leads to an increase in the importance of non-tariff barriers within CEFTA 2006.

Although it sounds paradoxical, the process of joining the EU does not eliminate barriers in regional trade; it creates new barriers. Non-tariff barriers within CEFTA members arise due to the fact that CEFTA 2006 members are usually at different stages in harmonizing their legislature with the EU legal system (acquis communautaire). Strict harmonization in one or a few members to the high standards that are in effect in the EU influences other members to a great extent, encouraging them to harmonize their legislature in a short period of time; as a consequence, they cannot export to countries that have already harmonized their legislation. Such processes require both time and resources.
CEFTA-2006 also complies with the WTO’s TBT Agreement and obliges its member states to harmonize their national technical standards with those of the WTO and the EU by the 31st of December 2010. Some results on reducing or eliminating such barriers have been achieved. 
It is known that opening markets more to trade, strong institutions and membership in free trade agreements, combined with the reform of regulations dealing with investments (i.e. creation of favourable environment for investments), directly leads to more direct foreign investments. Therefore, the Agreement strengthens such investments, opening the economy to a market of around 25 million consumers. The process of joining the EU, which goes beyond pure trade integration, makes the region itself more attractive. Both processes enable some branches to reach an efficient volume of production and commercial cost-benefits. Alongside the increase of the market, diagonal cumulation of goods’ origin within the region, the EU and Turkey, is an additional stimulus. In the foreseeable future, possibilities for broader connection of economies and exports will also include the EFTA and Mediterranean countries.
The new conditions for equal treatment in public procurements of domestic and other suppliers from the CEFTA 2006 members came into force on May 1, 2010
. It was noticed (with the help of OECD and the SIGMA program) that all new laws in CEFTA 2006 parties have been harmonized with the EU regulations, including those dealing with the equal treatment of all suppliers. It will be important to secure their adequate implementation, increase transparency and develop appropriate mechanisms for scrutiny. Information on public procurements in the region is available through the CEFTA 2006 trade portal.
Advantages of the CEFTA 2006 agreement
The Central European Free Trade Agreement (CEFTA 2006) is a modern trade agreement which represents another step to trade liberalization. It is realistically to expect the traditionally existing economic ties and interests within SEE will strengthen competitiveness of products from the Region, first of all within its own market, and then it is expected to find its way to the European market as well. This agreement is important because it represents
:

1. Stimulus for the increase of goods-exchange in the region: as a modern and liberal free trade agreement, which covers more than 90% of mutual exchange of goods in the region, the CEFTA 2006 agreement will stimulate further growth of exchange and competitiveness of products (enables the economies of scale, reduction of production costs, and increase in efficiency, productivity and specialization of production). Beside the elimination of tariff barriers, CEFTA 2006 includes measures which enable easier trade, i.e. suspension of non-tariff barriers (assistance with the questions concerning the technical barriers in trade business (TBT), standards, sanitary and phytosanitary measures, cooperation of customs and other border authorities in order to simplify the administrative procedures).

2. Stimulus for the improvement of regional economic cooperation, especially of the export into the EU (cumulation of rules of origin): the multilateral CEFTA agreement enables easier cross-border joint production, thanks to the implementation of the protocol on rules of origin, i.e. “cumulation of origin” of goods which are being produced mutually in several countries of CEFTA. This will enable easier free-customs treatment of exported goods to the EU countries and the region.
3. Stimulus for the foreign investments (regulations on investments): CEFTA agreement is a positive signal and represents an improved frame for mutual investments, as well as for the foreign direct investment (FDI). This agreement enables easier approach to the market which counts approximately 25 million inhabitants (without Romania and Bulgaria). Special part of the agreement regulates the foreign direct investments (guarantee of the most favourable treatment), as well as the liberalization of Public Procurements. The increased investments inflow provides the modernization of production, implementation of new technologies, knowledge, modern marketing strategies and management, improved quality of goods and services, which leads to the rise of export rate into the countries of the region and other countries as well.

4. Stimulus for the process of the integration into the EU: EU supported the conclusion of CEFTA agreement and pointed it out as one of the priorities of its regional politics on the Western Balkan. Beside this, the free trade in the region is mentioned as one of the conditions in the Stabilization and Association Agreement. Several parts of the CEFTA agreement are directly connected to the implementation of the EU rules, especially concerning the legal competition, state subventions etc.

5. Stimulus for the more modern and stable conditions for trade regulations in the region, including the new ones: first, CEFTA agreement implicates the strict respect of the STO rules, as well as the support for entering the STO for the countries that still are not its members (Serbia, Bosnia and Herzegovina, Montenegro). Second, CEFTA involves the system of political and
legal regulation of trade conflicts (communal committee, mediation, arbitration). Third, CEFTA includes set of rules concerning the respect of protection of industrial property, competition, liberalization of services (on long terms), public procurements. 

The Agreement creates the conditions for more even development of the region, improvement of solidarity, harmonizing the development politics, improvement of infrastructure, creating the positive image.

The ultimate effect of all these positive trends in the region which are enabled by CEFTA agreement is shown through the increase of competitiveness of goods and services, the increased export rate, thereby it affects the employment, which results in the rise of standard of living of people in the countries of the region as a whole.
Ways forward?

Tariffs liberalization

Further efforts are necessary among those members that did not completely liberalize trade in agricultural and industrial products. The original idea of CEFTA can be realized only with full liberalization of commercial exchange. The main beneficiaries will be the member-states’ economies and all participants in their production and distribution. Indeed, the main aim is to satisfy the needs of end users/consumers, by providing them with the best/most competitive product for their money. 
Non-tariff liberalization as an imperative

Markets in the region, seemingly liberalized and open to free flow of goods in all directions, in reality are completely closed owing to application of the so-called non-tariff measures. These measures often represent an insurmountable barrier to trade which is very difficult to eliminate, because of their sophistication and complexity. This can be overcome through a dialogue of the parties’ involved and joint identification of ways to resolve the problem. Progress may be achieved by removing various administratively demanding, expensive, slow and unnecessary procedures, in order to fully utilize the potentials of a customs free market.

Policy synchronization in agriculture, food processing and marketing

As CEFTA members move closer to full EU membership, it stands to reason that their agricultural, veterinary and phytosanitary policies will be homogenized in accord with EU’s Common Agricultural Policy. Thus will trade barriers which discriminate in favour of particular industries/countries eventually become things of the past? However, that is a long lasting process.
Conclusion

The integration process of the Western Balkans economies is an important step in their development and their extension to new markets. Once it is formed, the free trade zone in South-East Europe will become an important strategic location for direct foreign investment, bearing in mind the fact that it is located on a crossroads of the transport, telecommunications and energy roads between the European Union, Central and Eastern Europe, Asia and Africa. International finance institutions would bring necessary new funds to the region, once the stable free trade zone has been established.
When speaking of CEFTA 2006, it is crucial to note that all its members benefited from the establishment of a multilateral system of trade. The creation of this free-trade area in the region has ushered in a new era of commercial exchange and economic cooperation that has proved to be of immeasurable importance. However, many opportunities open to members remain unexploited. There is a variety of barriers, beginning with agriculture areas in some states still protected by high tariffs, to invisible trade barriers embodied in various documents needed for commerce. The path forward is determined by both the objectives and goals of CEFTA members themselves, and EU integration as the region’s priority in general.
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