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Key note speech by H.E. Mr Vincent Degert
Poštovani Ministri, (Dear Ministers,) 

Vaše ekselencije, (Excellencies,)
Dame i gospodo, (Ladies and gentlemen,) 
It is my great pleasure to take part in the 2010 CEFTA Week. The EU considers high-level engagement of all the CEFTA parties crucial for further liberalisation of regional trade. 
There is another reason why this week is special: this is the EU enlargement week as well. Yesterday, the European Commission published a number of key enlargement documents: 2010 Enlargement Strategy Paper, Progress Reports for enlargement countries and, this year, Opinions on EU membership applications of Albania and Montenegro. 

Therefore, this occasion is the right opportunity to stress the importance of regional trade and economic integration of the Western Balkans for the EU integration process.
Before proceeding, let me congratulate Serbia on its successful chairmanship of CEFTA. CEFTA is now moving from simple reduction of tariffs into more challenging priorities: 

1. cooperation in investment policy, 

2. services liberalisation, 

3. opening of public procurement markets and 

4. cooperation in competition policy.  

In my address, I would like to focus on:

1. benefits of CEFTA for the region;

2. CEFTA regional economic integration in the context of EU integration process;
3. challenges ahead.

1. BENEFITS OF CEFTA FOR THE REGION
Economic recovery has so far been modest and uneven across the region. Future growth will depend on the institutions that underpin democracy and market economy and guarantee sound business environment. 
In this context, CEFTA provides a regional framework that is compliant with the EU and WTO requirements. 
Regional economic cooperation through CEFTA brings multiple benefits to all parties:
1. CEFTA is the best way to mobilise economic means to reach sustained political stabilization of all the countries in the region.
2. CEFTA is a powerful economic recovery tool for all the participating countries. Regional trade proved to be more resilient to the economic crisis than trade with the EU. The decrease in regional trade flows was lower, the recovery came faster than in the case of trade with the EU. Moreover, only a functioning CEFTA market can increase competitive advantages of the region as a whole and attract FDI.
3. CEFTA represents an excellent “training field” for future successful participation in the EU market. Western Balkan countries should wisely invest the time before accession to restructure their economies and develop the capacities to cope with competitive pressures and market forces stemming from the EU market.
2. CEFTA REGIONAL ECONOMIC INTEGRATION IN THE CONTEXT OF EU INTEGRATION PROCESS
CEFTA trade is not a substitute for bilateral trade with the EU. CEFTA trade is complementary to trade with the EU. Trade integration of CEFTA parties within the EU enlargement area is very high. On average, trade volume of CEFTA signatories with the EU and CEFTA members combined comprises 90% of their total trade. 
Of course, there is room for further trade liberalisation. Liberalisation of trade in agriculture seems to be on track. This would further contribute to the importance of agri sector in regional trade flows.
But, CEFTA is not only about trade. It also calls for crucial structural economic reforms that are also necessary for EU accession process. The more aligned a party is with the acquis, the closer it is to smooth implementation of CEFTA agreement and vice versa.
Therefore, multilateral trade and economic integration of the region through CEFTA represent building blocks towards more successful EU integration process, these two processes are mutually reinforcing.

2010 enlargement package brings a very strong message for policymakers working on recovery from the crisis. Authorities need to ensure that regulatory policies are in place and implemented. They need to assure investors that the rule of law is in place. The business community needs transparent and predictable environment.
3. CHALLENGES AHEAD

Unresolved bilateral issues between the countries of the Western Balkan could seriously undermine successful trade and economic integration of the region itself. In addition, bilateral disputes could undermine successful integration of individual economies with the EU market.
We have witnessed some positive developments in resolving outstanding issues in the region. In particular, successful cooperation between the EU and Serbia in preparing the September UNGA resolution should pave the way to the dialogue between Belgrade and Pristina.  

However, CEFTA agreement is still not fully functioning due to the unresolved issues concerning the status of UNMIK/Kosovo in the agreement. Disputes prevent the decision making process in the bodies of the agreement and free flow of goods across all CEFTA members. 

To that end, let me list some key challenges:
· Kosovo customs stamp disputes prevents free flow of goods. In the Commission’s view, the Special representative of the UN Secretary General has duly notified the stamps and considered them as status neutral. Therefore, they need to be accepted by all parties so that normal trade can resume in line with CEFTA rules. 

· CEFTA signatories need to ensure efficient decision-making mechanism within the relevant bodies and smooth functioning of the CEFTA Secretariat.
· We hope that the priorities and the desire to deliver of future chairmanship will be kept at the level of the chairmanship of this year. 

· As regards the scope of activities, removal of technical barriers to trade needs to continue. To that end, we encourage the upcoming meeting of the relevant Working Group that is supported financially through IPA regional project.
These challenges call for renewed commitment to the agreement and pragmatic solutions involving all CEFTA signatories.
Conclusion:

The EU hopes that the CEFTA Joint Committee taking place in two days could make a step forward. In this context, we strongly encourage all parties concerned to seek practical and pragmatic solutions to ensure the inclusiveness of regional cooperation, without prejudice to the differing positions over the status of Kosovo. This calls for sustained political will but also flexibility, creativity and patience.
We invite all the relevant authorities of CEFTA parties to listen to the voices of companies and consumers when executing relevant regulatory and institutional reforms.
Let me at the end reassure all parties that the European Union remains committed to CEFTA. It is a flagship initiative of regional cooperation and a tool for economic development that reinforces EU integration process. For that, we intend to continue supporting it both politically and financially.
Thank you.
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