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Abstract

The paper starts with an account of trade reorientation of Central and Eastern European countries
(CEEC) from East to West. Composition and evolution of trade flows between CEEC and the
EU, and their respective comparative advantages are then discussed . An overview of the EU
trade barriers and the impact of their liberalization under the Europe Agreements on bilateral
trade flows, suggests that the EU's concessions were least important in sectors where CEEC
enjoy a comparative advantage. This is particularly apparent in agriculture and food products.
The protective effect of the EU's Common Agriculture Policy led to a three-fold increase in
CEEC's imports of agriculture and food products from the EU while their exports to the EU
increased only marginally. Integration of factor markets is progressing rapidly through foreign
direct and portfolio investment, mostly from EU countries, however, the region's share of global
FDI still remains relatively low. In order to increase needed inflows of foreign investment, CEEC
have to further develop their capital markets and improve the business climate in order to make
investment there not significantly more risky than in the EU. Except for small border areas, labor
mobility is, and will likely remain, quite restricted owing to the large wage differences between
the EU and CEEC.

In exchange for membership in the European Union, CEEC will have to surrender a significant
part of their autonomy in economic policy making . Some of the rules they will have to accept

will not be in their best economic interest. This is unlikely to curb their resolve to enter the EU
because the main reasons for integration are political.

! This paper was presented at CERGE-EI on March 25, 1996



Abstrakt

Staty stfedni a vychodni Evropy (SSVE) reorientovaly rychle zahrani¢ni obchod z Vychodu na
Zapad. Zmény slozeni a vyvoje zahrani¢niho obchodu SSVE s Evropskou unii a jejich
vzajemnych komparativnich vyhod, jsou predmétem druhé ¢asti textu. Pfehled obchodni politiky
EU a dopadu Evropskych dohod na vzajemny obchod ukazuje, ze EU poskytla nejmensi ulevy z
ochranafskych opatfeni proti dovozu ze SSVE v odvétvich, v nichz maji tyto zem¢ komparativni
vyhodu. Nejlepsim piikladem je obchod se zemédélskymi a potravindiskymi vyrobky. Vyvoz této
kategorie ze SSEV do EU vzrostl od r. 1988 od r. 1993 pouze nepatrné, zatimco dovoz SSVE z
EU vzrostl trojnasobng.

Integrace trhu vyrobnich faktorti postupuje rychle v oblasti ptimych a portfoliovych zahrani¢nich
investic z EU. Nicméné podil SSEV na globalnim toku pfimych zahrani¢nich investic zlstava
relativné nizky. K tomu, aby se pfiliv potiebnych zahrani¢nich investic nadéale zvySoval, musi
SSEV rozvinout kapitalovy trh a zlepsit trzni prostedi (business climate) tak, aby investi¢ni
riziko nebylo podstatné vyssi nezZ v zemich EU. Integrace trhu pracovnich sil prakticky neexistuje
a vzhledem k velkym mzdovym rozdilim mezi obéma oblastmi je$té dlouho existovat nebude.

Za Clenstvi v EU budou zemé stfedni a vychodni Evropy muset obétovat ¢ast své autonomie v
provadéni hospodaiské politiky. Néktera z pravidel, ktera budou muset ptijmout nebudou
odpovidat jejich ekonomickym zajmim. Vzhledem k tomu, Ze hlavni motivaci ke vstupu do EU
jsou politické divody, je nepravdépodobné, Ze ptipadné ekonomické nevyhody by mohly odradit
SSVE od rozhodnuti vstoupit do EU.



