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INTRODUCTION:

Economic and Trade Performance

of CEFTA Parties

The Parties to the Central European Free Trade
Agreement (CEFTA) have a relatively uniform
economic profile. All partners are classified as up-
per-middle income, according to the World Bank,
with a Gross Domestic Product (GDP) per capita
ranging from EUR 3,908 (in Kosovo*) to EUR 7,007
(in Montenegro).

The region experienced strong growth, pre-pan-
demic. The region, as a whole, grew at an aver-
age 3.5 percent between 2015 and 2019, driven
by higher consumption and higher tax revenues,
which created fiscal space, increased current
spending and capital investment.!

The COVID-19 pandemic has had a damaging
impact across the region, similar to that wit-
nessed globally. The CEFTA region experienced
a 3.4 percent drop in GDP in 2020, though this
was less severe than expected (1.4 percent high-
er than initially forecasted), thanks, partly, to the
higher public spending and less drastic lockdown
requirements imposed during the pandemic’s sec-
ond wave, which allowed economic activity to pick
up. This trend “mirrors developments in much of the
rest of the world: economies weathered the 2020
pandemic disruptions better than had been expect-
ed”? The economic contraction was particularly
acute in those parties that rely heavily on tourism
and that were unable to adopt sufficiently large
stimulus packages. Moreover, the fall in remittanc-
es further impacted GDP, and major disruptions
of supply chains affected foreign trade and indus-

1 World Bank (2018). Higher but Fragile Growth. Western Balkans
Regular Economic Report No. 14, The World Bank Group, Fall.

2 World Bank (2021). Subdued Recovery. Western Balkans Regular
Economic Report No. 19, The World Bank Group, Spring, p. 4.
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trial production.® Specifically, Montenegro was
the hardest hit, with tourism revenues dropping
by 90 percent, which led to a 15.2 percent GDP
drop in 2020 (Table 1). On the other hand, Alba-
nia and Serbia, with a 3.3 percent and 0.9 percent
fall in GDP, were the least impacted in CEFTA, due
to the stimulus packages adopted in Serbia and
re-launching of post-earthquake reconstruction in
Albania.*

Overall, more than half of all gross value add-
ed (GVA) and employment across CEFTA comes
from the services sector. Services hold the largest
share of value addition, ranging from 47.9 percent
to 59.2 percent, across the South-East European
Economies. Trade, transport and hospitality ser-
vices are important sectors of the CEFTA econo-
mies, employing a high percentage of the popu-
lation, and are also those most impacted by the
COVID-19 pandemic, making 43 percent to 74
percent of the labour force vulnerable. The indus-
trial sector holds the second-largest share of value
addition, ranging from 15.9 percent to 25.5 per-
cent. Agriculture holds a smaller share in economic
activity in the region, although it employs a signifi-
cant amount of the active population - in Albania,
for example, over a third of the workforce - 36.4
percent - are involved in agricultural activities.

The CEFTA economies’ total external trade in
goods has been steadily increasing since the be-
ginning of the decade, driven largely by the strong
recovery of exports from the financial crisis. In the

3 OECD (2020). OECD Policy Responses to Coronavirus (COVID-19).
COVID-19 crisis response in South East European economies. 24
November 2020. Available at: https:/www.oecd.org/coronavirus/
policy-responses/covid-19-crisis-response-in-south-east-european-
economies-claacb5a/

4 World Bank (2021). Ibid.




Table 1 Macroeconomic indicators

Indicator Albania lesnle an.d Bl . Moldova | Montenegro | Serbia Kosovo*
Hercgegovina | Macedonia
GDP (current
EUR Billion) 13.5 18.0 11.2 10.8 4.3 48.2 6.9
P /5. 5,498.5 53681 | 41492 | 70074 | 69891 | 39085
(current EUR)
CRNEE 3.3 43 45 7.0 15.2 0.9 6.9
(annual %)
Merchandise
Trade (% of 54.5 80.9 125.1 66.3 59.1 86.3 -
GDP)
Total investment
(% of GDP) 23.5 20.8 - 28.9 19.2 24.6 -
R 125 15.9 17.1 3.8 17.9 9.1 25.6
rate (%)

Source: World Bank, IMF, 2021

period from 2011 to 2020, total exports increased
by approx. 40 percent, while imports rose by only
13.8 percent. In 2020, exports from CEFTA stood
at EUR 34 billion, whereas imports totaled EUR 53
billion making the region a net importer of goods.
The region’s largest trader is Serbia, which ac-
counted for around 50 percent of total CEFTA ex-
ports and 44 percent of all imports between 2018-
2020. North Macedonia was the second-largest
exporter, while Bosnia and Herzegovina was the
3rd largest exporter.

However, this increase in trade has not been re-
flected at the intra-regional level. Intra-regional
trade accounted for EUR 9 billion in 2020, in com-
parison to EUR 6.2 billion in 2010, a 45 percent in-
crease. The share of intra-regional exports in total
trade decreased from 7.3 percent in 2010 to 5.7
percent in 2020. Intra-regional trade amongst the
partners is relatively limited, standing at 15 per-
cent of the region’s exports and 9 percent of its
imports, due to the high degree of integration of
CEFTA economies into EU value chains. An excep-
tion is Montenegro, which exports over 40 per-
cent of its exports to other CEFTA parties. CEFTA
is the second largest destination for the regions’
export and third main source of the region’s im-
ports. The EU is a major market for all parties, with
a share of 69 percent for CEFTA exports and 54
percent of the region’s imports. Overall, exports
to the EU stood at over EUR 52 billion in 2020,
increasing from around EUR 31.4 billion in 2011. >

5 Data source: IEC Trade Insights, ITC's Trademap and EC.
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This is despite the fact that CEFTA aims to pro-
mote increasing cooperation among its econ-
omies, in order to make progress in European
integration. Despite CEFTA parties’ convergence
towards a tariff-free trade environment amongst
themselves since 2010 and having facilitated du-
ty-free trade and made improvements to increase
regional trade, non-tariff measures (NTMs) still
exist in trade between CEFTA parties. UNCTAD
(2019) defines NTMs as “policy measures other than
ordinary customs tariffs that can potentially have
an economic effect on international trade in goods,
changing quantities traded, or prices or both.” ¢ Such
policy measures can take the form of “technical
measures, such as sanitary or environmental protec-
tion measures, as well as others traditionally used as
instruments of commercial policy, e.g. quotas, price
control, exports restrictions, or contingent trade pro-
tective measures, and also other measures, such as
competition, trade-related investment measures,
public procurement or distribution restrictions.””

The problem with NTMs is that, even if imple-
mented on legitimate grounds, such regulations
might also lead to discrimination between sup-
pliers in CEFTA economies, representing an addi-
tional source of costs, putting foreign competitors
at a disadvantage and generate, intentionally or

6 UNCTAD (2019). International Classification of Non-Tariff Mea-
sures - 2019 Version. United Nations, UNCTAD/DITC/TAB/2019/5,
New York and Geneva.

7 Ib.



not, a form of protection for relevant industries.®
A distinction between non-tariff measures and
non-tariff barriers is explained in box 1. Specifically,
Fontagné, Orefice, Piermartini, and Rocha (2013)
found that SPS measures reduce the participation
of firms in export markets, affecting especially
small and medium enterprises (SMEs), impacting,
not just trade flows, but also market participation
and price positioning, as SPS measures represent
an incentive for firms to increase their price range,
likely driven by the increase in costs associated
with the SPS measures.” Clarke (2005) argues that
restrictive trade and customs regulations are the
main factors discouraging trade, recommending
taking steps towards the improvement of cus-
toms administration, as customs administration is
slow and prone to corruption.’® A similar conclu-
sion is reached by Goerzen, Schussler and Suria-
no (2016), whose paper highlights the impact the
level of NTMs has on an economy, i.e. that lower
NTMs contribute to a higher amount of trade in
the economy.!

While CEFTA economies have, on average, low
crossing point and documentary compliance
times and costs for both importing as well
as exporting a standard container of goods,
there are instances of burdensome proce-
dures, depending on the products traded. On
average, trading a standardized shipment of
15 metric tons of goods amongst CEFTA econ-
omies takes over 6 hours to comply with the
crossing point requirements for exports and
over 9 hours to import, costing EUR 66 and
EUR 118, respectively. In terms of documen-
tary compliance, it takes 11.2 hours to fulfil
the export documents - and EUR 28 - and 5
hours to comply with the import requirements
- and EUR 34. The fastest time to import is
in Moldova, where both crossing point and
documentary compliance takes just 6 hours.
Serbia and Albania are the most inexpensive
to comply with import requirements, as cross-
ing point and documentary compliance costs
reaches an average of EUR 79.

Box 1 Differentiating between Non-Tariff Measures and Non-Tariff Barriers

The concept of ‘non-tariff measure’, or NTM, is abstract and neutral, englobing a wider set of
measures than those contained by the term ‘non-tariff barrier’, or NTB. This type of measure has
been commonly defined as any regulation or practice, other than a tariff, which directly impedes
and discriminates against imports.'? Thus, NTBs are a specific sub-set of NTMs, characterized by
their protectionist intent and their negative impact on trade (i.e. all NTBs are NTMs, but not all
NTMs are NTBs). Additionally, NTBs are considered inconsistent with the WTQO’s TBT and SPS
agreements, which, although not making explicit reference to NTBs, forbid Members to adopt
measures that could be considered more trade restrictive than necessary.*®

8 Molina, A. C. & Khoroshavina, V. (2015). ‘TBT Provisions in Regional
Trade Agreements: To What Extent Do They Go Beyond the WTO
TBT Agreement?’ WTO Staff Working Paper ERSD-2015-09, Decem-
ber, p. 8.

9 See Fontagné, L.; G. Orefice, R. Piermartini and N. Rocha (2013),
‘Product Standards and Margins of Trade: Firm-level Evidence’; CEPII
working paper 2013-06; Paris: CEPII.

10 See Clarke, G. R. G. (2005). ‘Beyond Tariffs and Quotas: Why Don’t
African Manufacturers Export More?. World Bank, Policy Research,
Working Paper 3617, June.

11 See Goerzen, A., Schussler, B. & Suriano, N. (2016). ‘Econometric
Analysis: Effect of Barriers on Trade’. Georgia Institute of Technology,
November.

12 Beghin, J. C. & Bureau, J. C. (2001). ‘Quantitative Policy Analysis
of Sanitary, Phytosanitary and Technical Barriers to Trade’, Economie
internationale, Vol. 87, p. 109.

13 See Article 5.6 of the SPS Agreement and Article 2.2 of the TBT
Agreement.
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Within the CEFTA parties, institutional frame-
works for standardisation and accreditation
have been strengthened with the rules, pro-
cedures and operations of the standardisa-
tion and accreditation bodies aligned overall
with that of international and European Union
practices. Most economies in the region have
adopt over 80 percent of European standards,
but there is still room to improve infrastruc-
ture relating to conformity assessments.'*

14 OECD (2018). Ibid.



NON-TARIFF MEASURES
IN CEFTA

2.1 Overview

NTMs are anissue across the whole CEFTA. A total
of 238 companies of different sizes and from vari-
ous sectors were selected and contacted to partic-
ipate in the interviews and 161 companies (67.6%)
reported that they experienced trade obstacles,
while 77 companies (32.4%) didn't. Out of the to-
tal number of interviewed companies the compa-
nies highlighted 796 NTM incidents.’®> In term of
sectors, 74% of the companies reported NTMs in
the manufacturing sector, 19% of the companies

15 Atotal of 161 companies were interviewed. However, these repre-
sent only a fraction of all contacted companies. The interviews were
conducted with those companies that reported incidents with NTMs.
Some companies did not report any NTM, and therefore were not
interviewed.

Box 2 Interpreting the Results on NTMs

reported NTMs in the agriculture sector and the
7% remaining companies either reported NTMs in
other sectors or did not precise their sector.

Overall, the three products with the highest num-
ber of NTMs reported at the CEFTA level are fresh
and chilled fish (HS 0302, which represents 0.05%
of CEFTA's total trade), fish fillets with 50 reported
incidents, meat (HS 0203, 0.21% of CEFTA’s total
trade) with 37 incidents, and fruit juices (HS 2009,
0.15% of CEFTA's total trade) with 36 incidents. At
a more aggregated level, fish, meat, preparations
of vegetables and beverages encounter the high-
est incidence of NTMs.

The results presented in this report provide an overview of the NTMs highlighted by businesses
between the different CEFTA economies (i.e. intra-CEFTA) and with third economies (i.e. ex-
tra-CEFTA). The detailed methodology is contained in Annex 1.

Due to the methodology used to select the sectors, the NTMs affecting important trading part-
ners are identified more frequently than less important export destinations, implying a higher
probability to capture NTM issues. Similarly, the results are not representative of the impact
that such NTMs have on trade, but rather indicate those NTMs which appear more frequently
in trade, regardless of their impact.

Finally, the replies from the companies have been captured, after a quality control and check-
ing to ensure that the reported NTM has been properly classified, regardless of whether the
reported challenges are valid according to the relevant legislation or not. This allowed the team
to identify measures that, although perhaps legal and/or applied according to the law, represent
a challenge to the private sector. Following similar methodologies, responses from the private
sector have not been changed, in order to maintain the ‘perception element’ of the responses.

13



Number of incidents

Figure 1 HS2 products affected by complaints in CEFTA
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Source: Survey results. Notes: Y-axis - is the number of NTMs applied to the HS2 level group

The highest number of NTMs is faced while im-
porting meat (HS 0203) with 25 incidents, fresh
and chilled fish, fish fillets (HS 0302) with 23 inci-
dents and sausage and similar meat products (HS
1601) with 22 incidents. At a more aggregated
level, meat, fish, and soap encounter the highest
number of NTM restrictions, with Montenegro

being the most affected party (Figure 2).

On the export side, Serbia is the party reporting
the highest number of NTMs. Overall, the exports
of fish products, fruit and vegetables are the ones
experiencing the highest number of NTM restric-
tions (Figure 3).

Box 3 Distinguishing between NTMs on imports and exports

The respondents to the survey were asked to respond to a series of questions that allowed the
team to typify the NTMs. Two of those question were:

e What is the direction of trade affected by the NTM? [Import / Export]
e What economy is imposing the NTM? [Albania, Bosnia and Herzegovina, Moldova,
Montenegro, North Macedonia, Serbia, Kosovo*, European Union, Other: Specify]

This allowed the team to determine, in case of a specific NTM, which economy is imposing the
NTM and whether the NTM is imposed on the exportation or on the importation of a good.

14



Number of incidents

Number of incidents

Figure 2 HS2 products affected by NTMs in CEFTA on the import side
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Figure 3 HS2 products affected by NTMs in CEFTA on the export side
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Focusing on which partners are experiencing
NTMs imposed by the different CEFTA parties, it
is observed that most NTMs are imposed amongst
CEFTA parties themselves, namely Serbia, Mon-
tenegro, and Albania, whilst imports from the EU
also experience a significant number of NTMs
(Figure 4).

On the export side, Serbia is the party imposing
the highest number of NTMs to its CEFTA part-
ners, followed by the European Union. Addition-
ally, major economies such as the United States,
and Brazil as well as some economies in North
Africa, the Middle East, and China, also impose
a series of NTMs on some of the exported prod-
ucts (Figure 5).

Figure 4 Economies experiencing NTMs on CEFTA imports
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Figure 5 Economies imposing NTMs on CEFTA exports
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Table 2 NTM incidents in CEFTA

NTM Group NTM Measure Incidents
Price-control measures Additional taxes and charges levied in connection with 24
Albania services provided by the Government
Intellectual property Eligibility and maintenance 22
Finance measures Regulations on official foreign exchange allocation 11
Price-control measures Price-control measures, not elsewhere specified 8
Intellectual property Intellectual property not elsewhere specified 7
Sanitary and phytosanitary Labeling, marking and packaging requirements 7
measure
Formalities Connected with Acceptance of Copies 37
Bosnia and Importation, Exportation and Transit
Herzegovina Release and Clearance of Goods Electronic Payment 31
Formalities Connected with Other
Importation, Exportation and Transit 28
Release and Clearance of Goods Pre-arrival P.rocessmg 2
Expected Shipments 7
Sanitary and phytosanitary Conformity assesment related to sanitary and 13
Montenegro measures phytosanitary conditions
Release and Clearance of Goods Pre-arrival Processing 8
Export measures related to SPS and TBT 7
Export related measures .
Export formalities 6
Formalities Connected with Other 6
Importation, Exportation and Transit
Technical barriers to trade Conformity assesment related to technical barriers to trade 6
Formalities Connected with Other 12
North Importation, Exportation and Transit
Macedonija Sanitary and phytosanitary Conformity asfsesment r.e]ated to sanitary 9
measure and phytosanitary conditions
Technical barriers to trade Import authorization/licensing related 8
to technical barriers to trade
Release and Clearance of Goods Other 5
Technical barriers to trade Labelling, marking and packing requirements 5
Formalities Connected with Common Border Procedures 6
Serbia Importation, Exportation and Transit
General Trades Facilitation Measures’ Fees and Charges Imposed On or In Connection 6
with Importation and Exportation, and Penalties
Sanitary and phytosanitary Conformity assesment related to 6
measure technical barriers to trade
Export-related measures Export measures related to SPS and TBT 5
Export-related measures Export measures related to SPS and TBT 4
Formalities Connected with Mandatory Use of Custom Brokers 24
Kosovo* Importation, Exportation and Transit
Sanitary and phytosanitary Labelling, marking and packing requirements 18
measure Conformity assesment related to technical barriers to trade 7
Formalities Connected with Other 5
Importation, Exportation and Transit
Freedom of Transit Freedom of Transit 4
Technical barriers to trade Product quality, safety or performance requirements 4

Source: IEC Survey results

Table 2 highlights what are the most damaging
NTMs by CEFTA partner. Specifically, it is ob-
served that, for Albania, additional taxes and
charges and intellectual property issues related
to eligibility and maintenance are the most recur-

17

rent NTMs, with 24 and 22 incidents, respectively,
followed by foreign exchange regulations, with 11
incidents. For Bosnia and Herzegovina, the lack of
acceptance of copies and the inability to perform
electronic payments are the most repeated com-



plaints, with 37 and 31 cases raised. Other issues
related to trade processes and issues related to
pre-arrival processing are as well very present in
the party, with 28 and 25 incidents each.

In the case of North Macedonia, other issues re-
lated to trade processes, such as customs bu-
reaucracy, working hours of the customs offices,
knowledge of customs officers, etc., together with
sampling, testing and inspection procedures linked
to SPS measures, are the most repeated challeng-
es, with 12 and 9 cases raised, whilst for Monte-
negro, the key issues revolve around the confor-
mity assessments related to SPS measures® (13
incidents) and challenges related to the pre-arrival
processing (8 incidents).'”

For Serbia, the lack of common clearance proce-
dures, fees and charges, and issues linked to con-
formity assessments related to SPS measures are
the most pressing concerns, with 6 incidents in
each area.’®

For Kosovo*, the mandatory use of customs bro-
kers is perceived by traders as an important
non-tariff measure (24 incidents), due the fees in-
volved, even though such customs brokers can fa-
cilitate trade, followed by labelling and packaging
requirements (18 incidents).

By sector, as shown in Table 3, the manufacturing
sector aggregates the majority of NTMs incidents.
Particularly, foodstuff is the most affected sector,

16 The term "conformity assessments related to SPS" is defined by
the UNCTAD classification of Non-Tarif Measures (A8 Conformity as-
sessment related to SPS) and refers to requirement for verification
that a given SPS condition has been met: it could be achieved by one
or combined forms of inspection and approval procedure, including
procedures for sampling, testing and inspection, evaluation, verifica-
tion and assurance of conformity, accreditation and approval as well
as their combinations.

17 Kosovo* officials report that lengthy inspection processes at
the terminal/crossing points are another of the key issues faced by
Kosovo* traders. There were cases where the shipments could not
be inspected because of the absence of veterinary and phytosanitary
inspectors, leading to additional kilometers incurred, and therefore
higher costs. Unharmonized working hours also represents a signif-
icant NTM.

18 Serbian officials highlighted that the Customs Administration fully
cooperates with all border agencies within the Strategy for Integrated
Border Management (IBM) 2017-2020. New IBM strategy is being
prepared. Also, the Republic of Serbia has common BCP (one stop
shop) with Republic of North Macedonia (Presevo-Tabanovce) and
that it is planned to establish another one with Bosnia and Herzegovi-
na (Bratunac-Ljubovija). Furthermore, it is highlighted that its Customs
Law and Decree on customs procedures and customs formalities are
harmonized to highest possible extent with EU customs legislation.

18

with the main concerns being issues with labelling
requirements, with 18 incidents, and challenges
linked to conformity assessments related to SPS
measures, with 14 incidents. Across the whole
manufacturing sector, the leading challenges are
related to trade facilitation issues, such as the lack
of acceptance of copies, as highlighted by stone,
machinery and footwear producers and other for-
malities related to trade processes.

In the agricultural sector, which covers animal and
vegetables product, the main NTMs highlighted
include certain trade facilitation issues, such as the
lack of acceptance of copies or the lack of elec-
tronic payment, and general NTMs, such as issues
and SPS export-related measures, issues linked to
conformity assessments related to SPS measures
or the limited availability of tariff-rate quotas ap-
plied by economies like the EU.

2.2 Non-Tariff Measures

Technical non-tariff measures are everywhere in
our daily lives. Our food passes sanitary and phy-
tosanitary measures before it reaches the super-
market shelves, whilst electronic apparatus and
many other consumer goods are tested to ensure
their safety and quality. Overall, it has been es-
timated that around 74 percent of all NTMs im-
posed by developed economies are SPS and TBT
measures, whilst it represents nearly half of NTMs
imposed by developing nations.* Non-compliance
with such requirements can lead to expensive
consequences, with the goods being refused en-
try in the destination market, thereby losing the
expected revenue from the sale of the goods and
their transportation costs. 2°

2.2.1. Sanitary and Phytosanitary Measures

Sanitary and phytosanitary measures, by their
very nature, may result in restrictions on trade.
All economies accept the fact that some trade re-
strictions may be necessary to ensure food safety

19 Boza, S. & Fernandez, F. (2016). World Trade Organization mem-
bers’ participation in mechanisms under the

sanitary and phytosanitary agreement. International Journal of Trade
and Global Markets. Vol. 9, No. 3, pp. 212-227.

20 Chanegriha, M. (2018). The Importance and Implications of Sani-
tary and Phytosanitary Measures. Case Study of Egypt, Jordan, Mo-
rocco, Oman and Tunisia. CUTS International, Geneva.



Sector Group | Sector

Animal
Production

Agriculture

Vegetables

Manufacturing Foodstuff

Wood

Base
metals

Chemicals

Machinery

Plastics

Footwear

Stone & Co.

Vehicle

Source: IEC Survey results

NTM Group

Formalities Connected with
Importation, Exportation and Transit

Export related measures

Release and Clearance of Goods

Sanitary and phytosanitary
measure

Non-automatic import licenses,
quotas, restriction, etc.

Subsidies

General Trade Facilitation Measures’
Distribution restrictions

Sanitary and phytosanitary
measure

Sanitary and phytosanitary
measure

Release and Clearance of Goods

Formalities Connected with
Importation, Exportation and Transit

Export related measures

General Trade Facilitation Measures

Formalities Connected with
Importation, Exportation and Transit

Release and Clearance of Goods

Formalities Connected with
Importation, Exportation and Transit

Release and Clearance of Goods

Formalities Connected with
Importation, Exportation and Transit

Sanitary and phytosanitary
measure

Formalities Connected with
Importation, Exportation and Transit

Formalities Connected with
Importation, Exportation and Transit

Technical barriers to trade

Formalities Connected with
Importation, Exportation and Transit

Formalities Connected with
Importation, Exportation and Transit

Formalities Connected with
Importation, Exportation and Transit

Table 3 NTM incidents by NTM type

NTM Measures

Acceptance of Copies

Other

Common Border Procedures

Export measures related to SPS and TBT
Export-support measures

Electronic Payment

Conformity assesment related to
sanitary and phytosanitary conditions

Tarif-rate quotas

Support for consumers and producers
not elsewhere specified

Publication and Availability of Information
Restriction on the sale of Goods

Conformity assesment related to
sanitary and phytosanitary conditions

Labelling, marking and packing requirements
Labelling, marking and packing requirements

Conformity assesment related to
sanitary and phytosanitary conditions

Pre-arrival Processing

Electronic Payment

Other

Authorised Economic Operators
Mandatory Use of Customs Brokers
Common Border Procedures
Acceptance of Copies

Export measures related to SPS and TBT

Fees and Charges Imposed on or In Connection with

Importation and Exportation, and Penalties
Other

Acceptance of Copies

Pre-arrival Processing

Electronic Payment

Other

Pre-arrival Processing
Other

Conformity assesment related to
sanitary and phytosanitary conditions

Other
Acceptance of Copies
Mandatory Use of Customs Brokers

Product quality, safety or performance requirements

Acceptance of Copies

Acceptance of Copies

Other
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and animal and plant health protection. However,
it is the case that, in some instances, institutional
bodies experience internal pressures to use this
kind of measures to protect their local industry
from foreign competition by going beyond what is
needed for health protection.?!

21 WTO - Understanding the WTO Agreement on Sanitary and Phy-
tosanitary Measures. Available from: https:/www.wto.org/english/
tratop_e/sps_e/spsund_e.htm

In the particular case of the CEFTA economies,
the private sector surveyed has highlighted that
the three most frequent NTMs that they face in
the area of SPS are: conformity assessments or
those linked to sampling, testing and inspection
procedures; labelling, marking and packaging re-
quirements; and prohibitions and restrictions of
imports for SPS reasons (Figure 6).

Figure 6 SPS Measures reported by the private sector across the CEFTA

Conformity assesment related to
sanitary and phytosanitary conditions

Labelling, marking and
packaging requirements

Prohibitions/restrictions of imports for
sanitary and phytosanitary reasons

Hygienic requirements related to
sanitary and phytosanitary conditions

Tolerance limits for residues and
restricted use of substances

Sanitary and phytosanitary
measures not elsewhere specified

Treatment for elimination of plant and animal
pests and disease-causing organisms

Other requirements relating to production or
postproduction processes

Conformity Assessments

Complying with conformity assessments,?? partic-
ularly those related to sanitary and phytosanitary
measures, is the most common challenge faced
by CEFTA traders. Specifically, 12.6 percent of all
surveyed traders highlight this area as problemat-
ic. The area is particularly problematic for agricul-
tural traders, with 36.7 percent of all agricultural
respondents indicating that they face issues with
this particular NTM. By CEFTA partner, the most
affected economies are Montenegro, North Mace-
donia and Kosovo* (Figure 7).

22 Conformity assessments refer to those procedures for sampling,
testing and inspection; evaluation, verification and assurance of con-
formity; registration, accreditation and approval as well as their com-
binations.

20

38

32

12

Source: |[EC Survey results

Conformity assessment measures reported in the
agricultural sector include testing and product
certification, among others. In the case of agricul-
tural exports, most of these NTMs were reported
in the fruit juices, beer, and sugar, amongst other
(Figure 8).

Overall, a total of 38 companies highlighted issues
with conformity assessments for SPS measures.
The specific constraint is the lack of recognition of
conformity assessments, which forces companies
to re-do the testing in the party where the product
is exported to. There are various issues concerning
the recognition of conformity assessments.



Number of incidents

Figure 7 Economies imposing/affected by - Conformity assessment measures
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CEFTA Economies affected by NTMs
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Figure 8 HS products affected - Conformity assessments SPS
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One is that test reports issued by laboratories are
not accepted systematically and testing has to be
done again adding to costs and delays.?® The other
is that exporters have often to get their samples
tested in laboratories in other parties or in the
EU because of lack of such services in that par-
ty, which again increases cost and delay. The main
reasons for these are: laboratories do not have the

23 Serbian officials indicated that the frequency of sampling for
performing food testing analyses is 5-8%, while more than 90% of
shipments go without sampling. Also, the results of laboratory anal-
ysis issued by the accredited laboratories are accepted based on the
agreements with some of CEFTA parties.
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expertise, trained staff, equipment and infrastruc-
ture required to carry out the whole range of tests
required for export; the accreditation scope of
test laboratories in some parties is limited; some
test methods used by certain laboratories are not
accredited for such tests in accordance with the
standard EN ISO/IEC 17025. Some companies re-
ported that the costs associated with such testing
is around EUR 150 per truck relating to the period
of waiting for the analysis (traders complain about
the long time to undertake the analysis, with an es-
timated wait of 10-21 days), with the costs of the
actual analyses being approx. EUR 500-700 per



agricultural product.?* In Montenegro, 50 percent
of the containers are checked, while a much low-
er percentage of checked containers on imports is
reported in Bosnia and Hercegovina and Kosovo*.
Similarly, a North Macedonian trader highlighted
that on each import, the trader is forced to repay
for sanitary controls, which equals to EUR 60 per
truck, despite the fact that the imported product
is shipped with sanitary certificate issued from the
relevant authority from the exporter’s economy.?*

Specifically, it is worth mentioning that number of
economies in the region have phytosanitary coop-
eration agreements in place amongst them, such
as Serbia and North Macedonia, Serbia and Bosnia
and Herzegovina, Albania and North Macedonia,
which provide for the recognition of phytosanitary
certificates. However, such agreements are usually
not implemented, as reported by traders conduct-
ing business between Serbia and North Macedonia.

24 Serbian officials indicated that all the fees or charges for official
controls are regulated by the Law on Administrative Taxes. and speci-
fied under tariff number 64.

25 The costs are mostly associated with food safety, veterinary, phy-
tosanitary inspections and analysis conducted by official laboratories
in line with respective laws regulating food safety, plant protection,
veterinary matters in CEFTA economies. Fees and charges depend
on various methods of laboratory analysis, test and diagnosis used
by official laboratories. More transparency is needed when it comes
to calculation of fees for certain official controls in line with the EU
Regulation 2017/625 on official controls and the provisions clarifying
costs elements to be taken into account when calculating the fees.
Specifically, the EU transparency provisions require to make public:
the method and data used to establish fees; the fee amount charged
to each category of operators and for each category of official con-
trols and breakdown of costs. The increased transparency is instru-
mental to enhance the accountability of the competent authorities to
consumers and businesses, and to promote greater consistency in the
application of fees.

Several companies highlight the lack of adequate
facilities for conformity assessment as their main
issue. A trader from Montenegro highlights that
the lack of testing laboratories for fish products
in Montenegro forces them to use a laboratory in
Bosnia and Herzegovina, which costs EUR 600 per
truck, eroding their financial benefits.

Per economy, most of the challenges appear
amongst intra-CEFTA parties and the EU, amongst
which there are no recognition agreements for
the recognition for agricultural and manufactur-
ing products, which lead to delays at the crossing
point.

Labelling, marking and
packaging requirements

Labelling, marking and packaging requirements
were highlighted by for both agriculture and man-
ufacturing traders are another major issue faced
by traders in CEFTA, with a total of 32 incidents
being recorded. Specifically, 16.7 percent of agri-
cultural traders highlighted this area as problemat-
ic, whilst 9 percent of manufacturing traders (such
as foodstuff producers) did.

This problem is reportedly experienced more
amongst exporters, with this issue being report-
ed by 3.7 percent of importers and 11.2 percent
of exporters. Specifically, the parties that are im-
posing the highest rate of labelling and marking
requirements are Bosnia and Herzegovina, Serbia,
and Albania, whilst Kosovo* and Albania are the
most affected by such measures (Figure 9).

Figure 9 Economies imposing/affected - Labelling, marking and packaging requirements SPS

Economies imposing NTMs
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Source: IEC Survey results (Number of incidents reported)
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Number of incidents

Wine (which represents 0.2% of CEFTA’s to-
tal trade), juice products (0.15% of CEFTA’s total
trade), and wheat flour (0.13% of CEFTA’s total
trade) are the products experiencing the highest
concentration of NTMs.

One of the issues highlighted by traders is that the
regulation linked to labelling, marking and pack-
aging differs between EU-27 and CEFTA parties.
This forces traders to regularly follow the updates/
amendments of the regulation in the exporting
economy, along with adjustments to specific de-
mands by the importing companies. Whilst this is
not seen as a large burden by companies, but it
does require efforts and costs to meet different
requirements of the import. Furthermore, prod-

ucts must be labelled on packages according to
the relevant regulation of the importing partners
(languages, etc.), which leads to additional costs.?

26 Each CEFTA Party requires the labelling in local language and thus
separate labelling needs to be prepared for each CEFTA Party - Cor-
responding to the following regulations: Albanian Law No. 9863 on
Food; Regulation No. 1344 on labelling of agricultural products; Law
on Trade, Official Gazette Republika Srpska, No. 105/19, Article 69 -
Declaration; Montenegrin Law 57/15 on Food Safety, Article 54; Law
on Trade, OG No. 52/19, Article 34, Serbian Rulebook on declaring,
labeling and advertising food (OG No. 19/2017 and 16/2018); reg-
ulation on Consumer Protection in Kosovo*. At the same time, the
EU Regulation No 1169/2011 provides that the Member States in
which a food is marketed may stipulate that the particulars shall be
given in one or more languages from among the official languages of
the Union. The former shall not preclude the particulars from being
indicated in several languages (Article 15).

Figure 10 HS products affected - Labelling, marking and packaging requirements SPS
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Prohibitions/restrictions of imports
for sanitary and phytosanitary reasons

The third most common NTM related to SPS is the
prohibitions/restrictions of imports for sanitary
and phytosanitary reasons, with a total of 18 in-
cidents. Specifically, one in every ten agricultural
companies have reported this particular issue as
an NTM. This problem is reported more amongst

Wine; still, in containers
holding 2 litres or less

Juice; of any single fruit or vegetable

n.e

.c. in heading no. 2009, unfermented,
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Food preparations;
baker’s wares
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Source: Survey results

exporters, with this issue being reported by 3.7
percent of importers and 8.4 percent of export-
ers. Specifically, this NTM is mainly applied by Al-
bania, the EU and Bosnia and Montenegro, whilst
the most affected economies are Albania, Monte-
negro and Kosovo*(Figure 11).



Number of incidents

Figure 11 Economies imposing or affected by prohibitions or restrictions for SPS reasons
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In terms of product coverage, this NTM has been reported to mainly affect meat (represents 0.2% of
CEFTA's total trade) and processed vegetables (0.22 of CEFTA's total trade) (Figure 12).

hea o rasen <™ Figure 12 HS products

affected by prohibitions or
et Esured oheruse ~ restrictions for SPS reasons
than by vinegar or acetic acid,

not frozen, other than products
of heading no. 2006

Source: |IEC Survey results
(Number of incidents reported)
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Specifically, this NTM particularly affects Koso-  Similarly, Serbian and North Macedonian trad-
vo*, which reports that Serbian and Bosnia and  ers highlight that, due to the African Swine Fever
Hercegovina authorities don't recognize the phy-  (ASF), Albania and the EU had forbidden the ex-
tosanitary certificate issued by Kosovo* Food and  port of swine meat from Serbia and North Mace-
Veterinary Agency, due to the usage of denomi-  donia. The ban is still applied by EU-27, as well as
nation which is not in line neither with CEFTA nor  Albania. North Macedonia also does not allow the

Arrangements Regarding Regional Representa- importation of any dairy products from Albania,
tion and Cooperation, effectively impeding trade  even when such imports are accompanied by ac-
amongst the parties.?” credited laboratory certificate.®

27 Although this NTM in the case of Kosovo* is not caused by san- 28 Additionally, Serbian officials indicated that Kosovo* bans shipments
itary and phytosanitary reasons and has a political background, the from Serbia containing milk and dairy products, meat products, cattle
measure still stops Kosovo* traders from trading and is therefore list- for breeding, poultry meat, pig meat, all goods originating from third
ed as an NTM in relation to prohibitions based on SPS measures. parties/markets due to the non-acceptance of veterinary certificates.
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2.2.2 Technical Barriers to Trade

Technical barriers to trade, which are comprised
of technical regulations, standards and confor-
mity assessments are a fundamental part to en-
sure the security and quality of the manufactured
products. They are also necessary for a range of
reasons, from environmental protection, safety,
security to consumer information. However, they
vary from economy to economy, and therefore
TBT measures can become a significant hardle
to trade. As highlighted by the WTO, having too
many different standards makes life difficult for

producers and exporters. Additionally, if the mea-
sures are set arbitrarily, they could be used as an
excuse for protectionism.?’ According to respon-
dents, the greatest incidence of measures relate
to labelling, marking and packaging requirements,
import authoritzations and conformity assessment
and product quality requirements (Figure 13).

29 WTO - Understanding the WTO: The Agreements. Standards
and safety. Available from: https:/www.wto.org/english/thewto_e/
whatis_e/tif_e/agrm4_e.htm#TRS

Figure 13 TBT Measures reported by the private sector across the CEFTA

Labelling, marking and packing requirements

Import authorization/licensing
related to technical barriers to trade

Conformity assessment related
to technical barriers to trade

Product quality, safety or
performance requirements
Technical barriers to trade measures
not elsewhere specified

Tolerance limits for residues and
restricted use of substances

Product identity requirements

Production or post-production requirements

Labelling, marking and packaging requirements

Similar to the SPS case, labelling, marking and
packaging requirements represent the most com-
monly reported NTM, with a total of 15 incidences
reported. Overall, this area affects to 8.3 percent
of all manufacuturing firms across CEFTA econ-
omies that were interviewed. This problem is re-
ported more amongst exporters, with this issue
being reported by 3.7 percent of importers and
11.2 percent of exporters. Specifically, on the im-
port side, this NTM is mainly applied by Albania,
Serbia and the EU, whilst North Macedonia, Alba-
nia and Kosovo* are the ones facing the most NTM
of this category (Figure 14).

In terms of products, wine (which represents 0.2%
of CEFTA's total trade), juices (0.15% of CEFTA’s
total trade), and wheat flour (0.12% of CEFTA’s to-
tal trade) are the products experiencing the high-
est concentration of NTMs.

This measure is particularly burdensome for trad-
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ers from Kosovo*, which face significant addition-
al costs due to the need to change the label indi-
cateing the origin of the product, due to the usage
of denomination which is not in line neither with
CEFTA nor Arrangements Regarding Regional Rep-
resentation and Cooperation. Specifically, traders
reported that they need to label their products as
“Made in Europe” in order to be able to trade with
Serbia.*°

Traders from Montenegro highlight that each par-
ty requires a separate label in the language of the
importing party, and whilst it does not stop them
from trading, it does represent higher cost and
time for production.

30 Although this NTM has a political background, Kosovo* officials stat-
ed that, in this respect, agriculture and industrial products originating in
Kosovo* are not allowed to be dispatched due to the label stating that
the product is “made in Kosovo™*”. This affects, particularly, winemakers,
who cannot dispatch wine in glass bottles and use big containers.



North Macedonian traders report the need to
comply with private standards applied by the cli-
ents, with the need to comply with specific label-
ling requirements, particularly on the pallets used
for transport. Whilst this does not represent a big
challenge for the traders it does represent an ad-
ditional requirement to comply with.

Import authorizations

Problems with import authorisations has been re-
portedin 15 instances, representing 5.6 percent of
all respondents. This problem is reportedly more
amongst importers, with this issue being report-

ed by 12.3 percent of importers and 3.5 percent
of exporters. Specifically, the parties imposing the
NTM are mainly North Macedonia and Albania.®!
This measure is also applied to CEFTA exports by
partners outside of the region, particularly Spain.
North Macedonia and Albania are the parties
mainly affected by the NTMs (Figure 15).

31 Kosovo* officials highlighted that there were cases before where
their companies were not being able to dispatch to Serbia because the
company from Serbia could not obtain the required license from the
Serbian authorities to buy selected agricultural or industrial products
from Kosovo*, due to the usage of denomination which is not in line nei-
ther with CEFTA nor Arrangements Regarding Regional Representation
and Cooperation which was requested by Kosovo*.

Figure 14 Economies imposing/affected - Labelling, marking and packaging requirements TBT
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Figure 15 Economies imposing/affected - Import authorisations
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Number of incidents

Figure 16 HS products affected by import authorisations

Source: IEC Survey results
(Number of incidents reported)
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In terms of products, chemical products (rep-
resents 0.19% of CEFTA’s total trade) are the
products experiencing the highest concentration

of NTMs (Figure 16).

Specifically, traders from Montenegro highlight
that the importation process for hazardous waste
is burdensome, with multiple steps necessary to
obtain the license. Specifically, hazardous waste is
categorized and given a number from the Hazard-
ous Waste Register and the code from the Basel
Convention. The agency for environment protec-
tion provides the exporter with export licence.
Before that, the importer, in this case, Spain, is
obliged to provide the import licence from their
Environment protection agency, based on labo-
ratory results provided from a Spanish accredit-
ed laboratory for classification of the hazardous
waste. Sometimes the result of the Montenegrin
Accreditation Laboratory is recognized, or a sam-
ple is sent by DHL post for retesting in the Spanish
Laboratory. However, often the Spanish laborato-
ry sends its laboratory assistant to take a sample
and confirm it with photographic records of the
location. In that case, whole process of re-testing

is 30 days.*?

32 Corresponding to the Law on Waste Management (OG No 64/11,
39/16), Law on Ratification of the Basel Convention on the Control of
Transboundary Movements of Hazardous Wastes and their Disposal. The
issue is related to non-recognition of test results issued by Centre for Ec-
otoxicological Research (CITE), the laboratory accredited by Accreditation
Body of Montenegro. Even though Accreditation Body of Montenegro is
a full member of the European Cooperation for Accreditation (EA) since
2011, it has not yet signed the EA Multilateral Agreement (EA MLA). This
can mean that certificates from its accredited bodies may not be rec-
ognised in the EU or elsewhere, even the scope of certification or testing
of the accredited conformity assessment body is covered by the domestic
accreditation. In November 2020, the accreditation body formally sub-
mitted the application to the EA for signing the EA MLA.
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Similarly, and more generally, Macedonian traders
reported that some of their goods are subject to
import licences, and whilst the licences are valid
for a certain period of time, such as three months,
and the quantity of the shipment is stated on the
document, implying that the company must renew
the licences for the same goods several times a
year, which is seen as a burden by the company in
terms of time. Additionally, there is no electronic
issuance or fast track procedure for the frequent
importers of goods that are subject to licences.

Another Macedonian trader reports that, whilst
the import certificates for polyacetylenes and oth-
er polyethers are relatively easy to obtain, the fact
that these have to requested for every shipment
represents an administrative burden.®?

33 There are several laws regulating issuance of licences in North Mace-
donia. The list of import licences is available on www.exim.gov.mk. The
companies that have been interviewed have reported issues related to
licences within the scope of the Law on Chemicals, Law on Environment
and Law on Food Safety. The EU Regulation 738/94 prescribe common
rules for the application of import licences and the product groups for
which licences may be required. In addition, the EU Member States
maintain their own lists of goods subject to import licensing. Import li-
cences authorise the import of products which are subject to certain re-
strictions in the EU. Licences are issued immediately by the competent
authorities in all the Member States when the “first come, first served”
basis is used. In other cases, they are issued within ten days of notifica-
tion of the EU decision indicating the quantities to be distributed. They
are valid throughout the EU, except in situations where a quota is lim-
ited to one or more countries of the EU, where these licences are only
valid in the Member State(s) or the region(s) in question. These licences
are valid for four months.
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Conformity assessments

Complying with conformity assessments - i.e. with
the requirements and procedures that certify that
a specific TBT measure has been met - Is anoth-
er issue, with 11 instances reported. The area is
particularly problematic for traders based in Mon-
tenegro, Serbia and Albania, with Serbia being the
economy imposing the highest number of NTMs
on this area (Figure 17).34 Several interviewed
economic operators reported the need to comply
with additional documentary and marking require-
ments, including for CE-marked products when
entering the market in Bosnia and Herzegovina,
North Macedonia and Serbia. On the contrary, it
seems that no additional requirements apply to

34 Serbian officials highlighted those Kosovo* bans shipments of goods
containing conformity assessment mark “AAA” together with “CE”". This
was the case with water heaters for household usage and ceramic tiles.

CE-marked products when they enter Albania,
Montenegro, Moldova and Kosovo*.2®

However, it is worth highlighting that it does not
appear that companies have particular issues com-
plying with the assessments, but rather are wary
about the lack of - recognition of certifications
and the costs and time associated with re-doing
the necessary tests.

35 CEFTA Parties have aligned their legislation with the Union's New Leg-
islative Framework, and in particular with the Regulation 765/2008 on
accreditation, CE marking and market surveillance, Decision 768/2008
on a common framework for the marketing of products and Regulation
1025/2012 on European standardisation. However, progress remains
to be done regarding the acceptance of CE-marking as an equivalent to
domestic markings and conformity assessment procedures. Serbian leg-
islation prescribes that CE mark shall be applied from the date of coming
into force of ACAA Agreement, or from the day of coming into force of the
Treaty of Accession of the Republic of Serbia to the EU.

Figure 17 Economies imposing/affected - Conformity assessments TBT
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Figure 18 HS products affected - Conformity Assessments TBT
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In terms of products, beer (which represents
0.21% of CEFTA's total trade) is the product expe-
riencing the highest number of NTMs (Figure 18).

Specifically, Serbian traders highlight that when
vehicles are imported, Serbian authorities ask for
homologation of the goods even if homologation
has been done by a European authority. This is de-
spite the fact that Serbia sighed and published in
its official journal in 2011 the international agree-
ment on mutual recognition of homologation from
1958.3¢

Similarly, another issue in this area refers to the
control on ionizing radiation of goods, which is
mandatory. Radioactivity tests are required on
beer barrels returning to Montenegro from Bos-
nia and Herzegovina, Kosovo* and Albania, even
for temporary import and also in the case they are
imported and exported by the same parties. Such
tests, whilst necessary, have a cost of EUR 35,
which represents a significant cost for the compa-
nies involved.®”

36 The Law on confirming the Agreement Concerning the Adoption of
Uniform Technical Prescriptions for Wheeled Vehicles, Equipment and
Parts which can be Fitted and/or be Used on Wheeled Vehicles and the
Conditions for Reciprocal Recognition of Approvals Granted on the Ba-
sis of these Prescriptions OG RS - International Contracts, No 11/2011)
stipulates that wheeled vehicles, equipment or parts for which type ap-
provals have been issued by a Contracting Party in accordance with Ar-
ticle 2 of this Agreement and which are manufactured or in the territory
of a Contracting Party applying the relevant regulation, or in another
country designated by a Contracting Party and which has duly approved
the vehicle types in question. Therefore, wheeled vehicles already ho-
mologated in the EU should not go through that process in Serbia.

37 Corresponding to the Montenegrin Law on lonizing Radiation Pro-
tection and Radiation Safety, Article 44 and Article 45. EU Regulation
No 3954/87 lays down maximum permitted levels of radioactive con-
tamination of foodstuffs and of feeding stuffs following a nuclear acci-
dent or any other case of radiological emergency. In line with the best
practices and the EU regulation, Montenegro could use risk assessment
to test only the high-risk consignments, or else use monitors or other
form of simpler tools that save time to traders.

2.2.3 Price Control Measures

As highlighted by UNCTAD, price control mea-
sures refer to those instruments implemented to
control or affect the prices of imported goods to,
amongst other, support the local price, establish
a minimum local price, or to increase or maintain
tax revenue. This category also includes measures
other than tariff measures that increase the cost of
imports,®® such as customs surcharges, taxes and
charges on imports, etc. The greatest incidence
of price measures relates to additional taxes and
charges (Figure 19).

Additional taxes and charges

Private sector operators based across the CEFTA
have highlighted that “additional taxes and
charges” as the more occurring issue under this
area. This problem is reportedly more amongst ex-
porters, with this issue being reported by 8.6 per-
cent of importers and 18.9 percent of exporters.
Specifically, this NTM is mainly applied by Albania.
On the other side, it is mainly affecting Albania
and Bosnia and Herzegovina (Figure 20).

In terms of products, milk (which represents 0.17%
of CEFTA's total trade), sausages (0.14% of CEFTA’s
total trade), and machinery equipment (0.01% of
CEFTA's total trade) are the products experiencing
the highest concentration of NTMs (Figure 21).

38 See UNCTAD (2019). International Classification of Non-Tariff Mea-
sures. United Nations Conference on Trade and Development.

Figure 19 Price control measures reported by the private sector across the CEFTA
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Figure 20 Economies imposing or affected by additional taxes and charges
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Figure 21 HS products affected by additional taxes and charges
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Specifically, these report that “the scanning fee is
an additional cost to final price because it is hot pos-
sible to be avoided”.®’ Additionally, it is reported
that the scanning is not performed by a Customs'
officer but a third company, which results in higher
cost and higher prices.*°

Similarly, traders in Montenegro highlight prob-
lems related to the fees associated with import
licences, unusually high fees and charges for re-
quested certificate, etc. Although recognising that
the fees have been significantly reduced over the

39 Kosovo* officials highlighted that their transporters are obliged to pay
a scanning fee of 22 euros for each truck bringing goods to Kosovo* from
EU during transit through Albania.

40 Corresponding to the Albanian Law 74/2015 and the Amendment of
the Concession Agreement for the financing, establishment and operation
of the service scanning for container and other vehicles in the Republic of
Albania” approved by Law no. 123/2013; The levying of “scanning fees”
per customs declaration is not in line with EU regulations and the EU
progress reports for Albania continue to highlight that the scanning fees
contravene the Stabilisation and Association Agreement which prohibits
customs duties or charges having equivalent effect on trade between the
EU and Albania.

years, there are still a large number of them.*
Internal taxes

The applicability of internal taxes, with 11 inci-
dents, also raises concerns regarding the loss of
competitiveness arising from the implementation
of such taxes. This problem is reportedly more
amongst exporters, with this issue being report-
ed by 6.2 percent of importers and 7.0 percent of
exporters. Specifically, this NTM is mainly applied
by Albania and Serbia, whilst the NTM is mainly
experienced by Bosnia and Hercegovina, Kosovo*
and Albania (Figure 22)*

41 The Law on Administrative Fees (OG No. 18/2019) regulates most
of fees and charges required by respective authorities including those
in connection with the import, export or transit of goods. The fees and
charges vary depending on the services rendered and are to be harmo-
nized with relevant EU, WTO TFA and CEFTA AP5 requirements. To en-
sure that the business community thrives in a predictable, transparent
and conducive environment, Article 6.1 of the TFA requires that all the
relevant information regarding fees and charges relating to import, export
or transit are to be published widely. Further, in line with the CEFTA AP5
information on fees and charges should include the reason for such fees
and charges, the responsible authority, and when and how payment is
to be made. Each CEFTA Party should periodically review its fees and
charges with a view to reducing their number and diversity, where practi-
cable. These periodical reviews are to be made annually.

42 Serbian officials highlighted that Kosovo* was charging taxes of
100% on all products originating only from Serbia and additional taxes
on following products originating only from Serbia as well: wheat flour
(40 EUR/t), construction material/building blocks (3 Eurocents/pc) and
preparations used in animal feeding (3 Eurocents/pc).

Figure 22 Economies imposing or affected by internal taxes
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In terms of products, tubes and pipes (which rep-
resent 0.65% of CEFTA’s total trade) are the prod-
ucts experiencing the highest concentration of
NTMs (Figure 23).

Specifically, Albania’s excise duty has been high-
lighted by multiple traders across the region, par-
ticularly in the alcoholic beverages sector.*® Par-
ticularly, Montenegrin wine traders face fees of
between 2,000 lek (EUR 16.5) per hectolitre to
12,000 lek (EUR 99) per hectolitre, depending on

43 Corresponding to the Albanian Law on Excise Duties No.
61/2012

Figure 23 HS products affected by internal taxes
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44 Harmonisation with the EU regulations (Directive 92/83/EEC and
Directive 92/84/EEC) require that the level of reduced excise duty
rates, and the difference between normal and reduced rates must not
be higher than 50%.
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Waiting time (in hours) merchandise stays at the borders (log scale)

2.3 Trade Facilitation measures

In addition to the “traditional” NTMs, the impact
of trade facilitation measures on trade and com-
petitiveness cannot be underestimated. Across
all respondents, the most common incident faced
are related to trade facilitation issues, namely the
acceptance of copies, clearance of goods using
electronic payments, and pre-arrival processing
at crossing points. The main problems share by
companies were mostly related to customs. Cus-
toms procedures are usually seen as complex,
slow, and bureaucratic.#> Crossing point and the
strict control by authorities are also mentioned as
one of the major problems facing companies. Scan-
ning procedures and sample testing are slow and
time-consuming. There needs to be better align-
ment in terms of working hours and administrative
cooperation. The clearance waiting time in hours
for trucks at the crossing points has a high degree

45 Serbian officials highlighted that a New Serbian Customs Law was
implemented in June 2019. According to officials, it is harmonized to the
highest possible extent with EU customs legislation. Also, it is expected
to start with the implementation of a project for an automated import
and export system (AIS/AES), which will lead to faster and more efficient
customs procedures. Based on the time release study (TRS) implement-
ed by Serbia at the end of 2021 in cooperation with the World Bank,
the average customs time for imports and exports in road transport at
crossings is: import-31 minutes, export-6 minutes

of variance, as illustrated in Figure 24 below. Wait-
ing time ranges from 1 hour to over 50 hours in
some cases.*® The median values range between
1 hour (Kosovo™*) up to 5 hours (North Macedonia)
(Figure 24).

Responses on the percentage of containers being
controlled at the crossing point were captured for
Bosnia and Herzegovina, North Macedonia and
Kosovo*. Most of the companies in Bosnia and
Herzegovina claimed that 100 percent of their ve-
hicles were controlled at the crossing points, while
companies in Kosovo* claimed that, on the medi-
an, 20 percent of their shipments are controlled at
the crossing point. The majority of the companies
in North Macedonia share that only 1 percent of
their containers are subject to physical control.

46 The median is the midpoint value of the set of recorded results when
sorted in ascending order. The variance and standard deviations provide
an indication of the spread the results. While the variance is the aver-
age of the squared differences from the mean, the standard deviation,
in mathematical terms, is the square root of the variance. The variance
measures how far each number in the set is from the mean, and from
every other number in the set, whilst the standard deviation tell us how
dispersed the data is in relation to the mean. A low standard deviation
means data are clustered around the mean, and a high standard devia-
tion indicates that the data is more spread out.

Figure 24 Waiting time (in hours) your merchandise stays at the crossing points to clearance
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Percentage (%) of your containers being controlled at the border

Figure 25 Percentage of your containers being controlled at the crossing point
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2.3.1 Formalities Connected with
Importation, Exportation and Transit

The non-acceptance of copies while fulfilling the
trade documentation is seen as one of the most
burdensome trade facilitation related NTM, with
49 incidences highlighted (Figure 31). This is par-
ticularly damaging for Bosnia and Herzegovina,
from which originated 80% of all claims. This prob-
lem is reportedly equally amongst exporters, with
this issue being reported by 24.7 percent of im-
porters and 25.9 percent of exporters. Specifical-
ly, on the import side, this NTM is mainly applied
by Serbia*”, and Montenegro, whilst Bosnia and

47 Serbian officials highlighted that Article 121. of the Law on admin-
istrative procedure (Official Gazette RSY, 18/16 and 95/18-authentic
interpretation) prescribes that, among others, documents are submitted
by the person or body that leads the procedure. A person should submit
document(s) in original or microfilm or electronic copy or in reproduction
of copy in stamped or basic document. Authorized officers may always
request to see original document If document is the same with original,
authorized officer makes official remark on the document. The document
is deemed to be accepted also when he notifies authorized body about it
in which official record the document is. Having in mind that legislation
on administrative procedure prescribed that person may submit original
documentation as well as their copies and all previously mentioned, it
can be concluded that, in accordance with customs legislation, no mat-
ter if declarant submits original document with stamp or without it that
document must be correct. Declarant is also obliged to cooperate with
customs authority in order for customs procedures to be done properly.

34

Hercegovina is most exposed to such NTM (Figure
26).48

48 Acceptance of copies of original supporting documents is regulated
by the WTO Trade Facilitation Agreement which prescribes that when a
government agency holds an original document any other agency shall
accept a paper or electronic copy from the agency holding the original
document. An original or copy of export declarations is not required to be
submitted to the customs authorities of the exporting party as a require-
ment for importation. Serbian officials highlighted that in line the Cus-
toms Law, Article 143 prescribes that the supporting documents required
for the application of the provisions governing the customs procedure for
which the goods are declared shall be in the declarant's possession and at
disposal of the customs authorities at the time when the customs decla-
ration is lodged. Supporting documents shall be provided to the customs
authority when legislation requires so or when necessary for customs
controls. In specific cases, economic operators may draw up the support-
ing documents provided they are authorised to do so by the customs au-
thority. The Government shall prescribe the conditions for granting the
authorisation referred to in paragraph 3 of this Article. Furthermore, the
Customs Law, Article 12 prescribes, inter alia, that any person directly or
indirectly involved in the accomplishment of customs formalities or cus-
toms controls shall, at the request of the customs authority and within
any time-limit specified, provide that authority with all the requisite doc-
uments and information, in an appropriate form, and all the assistance
necessary for the completion of those formalities or controls. Also, Article
162 prescribes that the customs authority may, for the purpose of veri-
fying the accuracy of the particulars contained in a customs declaration
which has been accepted: 1) examine the declaration and the supporting
documents; 2) require the declarant to provide other documents; 3) ex-
amine the goods; 4) take samples for analysis or for detailed examination
of the goods.



Figure 26 Problems related to trade facilitation formalities across the CEFTA
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Figure 27 Economies imposing/affected by non-acceptance of copies
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In terms of products, fuel wood (which represents
0.13% of CEFTA's total trade) and footwear (0.17%
of CEFTA's total trade) are the products experi-
encing the highest concentration of NTMs on this
area (Figure 28).
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Figure 28 HS products affected by non-acceptance

Of Copies Source: |IEC Survey results
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Figure 29 Economies imposing or affected by common clearance procedures
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Specifically, it is reported that customs and oth-
er crossing point authorities in Serbia and Mon-
tenegro do not accept copies (neither electronic
nor hardcopies) which is a problem when two or
more crossing point authorities require the origi-
nal document. And whilst Macedonian traders can
provide copies, they have to ultimately provide the
original documents. Similarly, North Macedonian
traders highlight that whilst for the import proce-
dures copies are accepted, only hard copies are
accepted, with requirement for the original to be
additionally submitted at a later point in time. On
the other hand, the customs procedures on the
export side are done electronically. Furthermore,
a trader from Kosovo* reported that the Albanian
phytosanitary authorities require the certificate of
analysis performed in Kosovo* to be in original or
notarized, which leads to high costs and adminis-
trative burden.*

49 Kosovo* officials highlighted that this barrier is mainly applied to en-
ergy drinks. Kosovo* agricultural institute (laboratory) guarantees that
with such a certificate the company can export for 15 days the amount
of the same product, i.e., the contingent for which the company has
done the analysis, because the report is valid for 15 days. Also, require-
ment for additional testing analysis has become a severe barrier for their
trading companies and has a significant negative impact on their ag-
ricultural exporters. Further testing analyses are always requested for
each dispatch as the Serbian authority does not recognize the testing
analysis issued by Kosovo* Agriculture Institute due to the usage of de-
nomination which is not in line neither with CEFTA nor Arrangements
Regarding Regional Representation and Cooperation. B&H authorities
often require additional tests for goods, which are subject to phytosan-
itary and veterinary control, as they do not rely on tests performed in
Kosovo*.

A particular issue reported by all the traders in-
terviewed in Kosovo®*, with 24 instances, is the
burdensome nature of the mandatory use of
customs brokers. This affects all economies with
which Kosovo* trades. According to the Customs
regulation in Kosovo®, the use of freight forward-
ing services (customs brokers) is mandatory.>® The
fees for usage of customs brokers go along with
the fees the companies have to pay for Customs
Terminals services. Such fees increase the cost of
their operations.

Similarly, the lack of common clearance proce-
dures across the different economies has been
raised in 15 instances. This problem is reportedly
more amongst importers, with this issue being re-
ported by 6.2 percent of importers and 5.6 per-
cent of exporters. Specifically, this NTM has been
mainly raised by traders based in Serbia, Albania
and Montenegro (Figure 29).

This NTM generally affects all products, but the
survey coverage has highlighted meat products
(which represent 0.21% of CEFTA's total trade)
and sugar products (0.34% of CEFTA's total trade)
as the most affected ones (Figure 30).

50 To help reduce this burdensome practice, the WTO TFA obliges par-
ties not to make the use of customs brokers mandatory from entry into
force of the Agreement. This discipline is also contained in standards 8.1
through 8.7 of the Revised Kyoto Convention.

Figure 30 HS products affected by common clearance procedures
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This particular area is crucial to ensure that traders
do not face unreasonable delays and problems due
to crossing point control formalities. As highlighted
by the findings of Freund and Rocha (2010), inland
transit and other soft infrastructure issues - such as
documentation, transit time, port handling and cus-
toms clearance - are the main contributors to de-
lays, rather than hard infrastructure components,
such as the quality of roads, etc.>!

Specifically, achieving common clearance proce-
dures can lead to the simplification of document
preparation (lower compliance costs for the declar-
ant); faster crossing resulting from harmonisation
of physical inspections of crossing cargo, vehicles,
and drivers and better flow management; reduced
pressure on the infrastructure; cost savings in ad-
ministration and streamlined procedures; improved
working conditions for officials due to the use of
shared information, common premises, and ser-
vices; and reduced staff needs owing to task shar-
ing among different agencies, thus liberating skilled
human resources for other activities.>? All these
elements have a big impact in contributing to the
regional integration efforts.

The importance of ensuring the coordination of
BCP/CCP agenciesis further confirmed by Cudmore
and Whalley (2003), who find that the absence of
improvements in the efficiency of administrative
procedures and customs clearance can actually
turn any gains arising from tariff liberalisation ef-
forts into welfare costs: the increase in trade arising
from trade liberalisation can be frustrated through
delays at the BCP/CCP, resulting in an increase in
gueuing costs which, linked to the reduction of tar-
iff revenues, can lead to a decrease in welfare.>®

For example, the requirements of the Macedonian
Customs office for import product certificates are
not common at the side of exporter. Specifically, EU
Members do not use stamp which is requirement
in North Macedonia. Sometimes, there are issues
about the colour of the pen used for filling the cus-
toms declaration, amongst others. Similarly, other
traders stated that the customs documentation re-
quired in North Macedonia and other CEFTA par-
ties is big burden compared to the requirements in
the EU. In that context, it has been reported that
partner companies from EU often fail to deliver
the requested documents, in particular the EUR-1
certificate, in the form and details as stipulated by

51 Freund, C. & Rocha, N. (2010). What Constraints Africa’s Exports?
World Trade Organisation Economic Research and Statistics Division,
Staff Working Paper ERSD-2010-07.

52 Ibid.

53 Cudmore, E. & Whalley, J. (2003). Border Delays and Trade Liberali-
sation. National Bureau of Economic Research, Working Paper 9485.
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the North Macedonian Customs, affecting delays in
import or higher cost for the company. A trader in
North Macedonia reported that it used to use the
simplified customs procedure, but it went back to
the regular ones, as it found the implementation of
this procedure to be more complicated, more ex-
pensive and time consuming in their place of operation.

Similarly, a trader highlighted that the customs
clearance procedure in Albania are specific. If inside
a truck there are two or more shipments for com-
panies located in different cities of Albania, customs
clearance should be done for each shipment in the
city where the importing business is registered, and
not in a single Customs office. This leads to expen-
sive administrative costs and delays.>*

Additionally, companies reported a series of other
trade-facilitation related challenges. Nearly half of
the 54 incidents represent complains about long
waiting lines at customs and long clearance pro-
cessing time, mainly issued by Bosnia and Herze-
govina traders.

Other complains relate to the problem of short
working hours of the crossing points/terminals,
where there are no 24h officers, resulting in lower
efficiency of the Customs. This leads to long waits
at the crossing point.

Another one highlighted that passing of the goods
through Serbia cannot take place with Kosovo*
trucks as Serbian Authorities do not accept the ve-
hicle registration plates issued by Kosovo* Authori-
ties, due to the usage of denomination which is not
in line neither with CEFTA nor Arrangements Re-
garding Regional Representation and Cooperation
and other Brussels agreements.>

2.3.2 Release and Clearance of Goods

Measures aimed at facilitating the release and
clearance of goods can have a significant impact on

54 Kosovo* officials highlighted that their trading companies reported
that customs clearance procedures in Albania are quite often complicat-
ed. During the export, the customs clearance of the goods can be done
only in the party of origin of the customer: e.g. in case the client has its
headquarters in Shkodra, the customs clearance must be done at the
customs terminal in Shkodra, while the point of unloading of the goods
is in Vlora. Considering that the Tirana customs point is only 1 km away,
customs clearance at this point cannot be done. This complicates the
work for Kosovo* companies by creating additional costs in terms of
time and financial.

55 Although this NTM has a political background still the measure per-
taining to the formality and stops Kosovo* traders from trading and is
therefore considered an NTM. Kosovo* officials highlighted that their
trading companies when importing from EU and the final destination
of goods is Kosovo* cannot enter the territory of Central Serbia, unless
they submit an importing license or certificate that has to be issued by
the Serbian Ministry of Agriculture or the Serbian Food Agency in line
with Brussels agreements. The same happens when exporting to EU
which requires crossing through the territory of Central Serbia.



customs procedures times. As highlighted by Fer-
nandes et al (2017), conditional reductions in phys-
ical inspection rates can lead to significantly faster
customs clearance times, as well as reduced un-
certainty about customs clearance time. Reduced
physical inspections can also increase imports at
the firm-HS6 product-origin level.>¢

In this context, the lack of electronic payment op-
tion has been raised in 40 instances (Figure 31).

56 Fernandes, A. M., Hillberry, R. & Mendoza Alcantara, A. (2017). Trade
Effects of Customs Reform: Evidence from Albania. The World Bank
Group.

This problem is particularly relevant in Bosnia and
Herzegovina, which reported 75% of the recorded
instances. This problem is reportedly more amongst
exporters, with this issue being reported by 6.2
percent of importers and 22.4 percent of export-
ers. Specifically, Serbia is the party imposing more
frequently this NTM, representing 62 percent of all
incidents (Figure 32).

Figure 31 Problems related to the release and clearance of goods across the CEFTA
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Figure 32 Economies imposing or affected by electronic payments
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Number of incidents

In terms of product coverage, these NTMs has
mainly been reported to affect fuel wood (which
represents 0.13% of CEFTA's total trade), fish
products (0.05% of CEFTA’s total trade), and foot-
wear (0.17% of CEFTA’s total trade). However, it is
worth highlighting that this NTM has a wide cov-
erage and it affects all the HS codes (Figure 33).

Bosnia and Herzegovina traders report that Serbia
and Montenegro do not have the option of pay-
ing the fees for exports online, which is time con-
suming and more costly comparing to the online
payments.”” North Macedonia, whilst not having
a direct online payment gateway to the Customs
Office, payments can be made through the banks’
electronic banking system, for both exports and
imports.

Similarly, Montenegro’s traders highlight that pay-
ment transactions are limited from 8 am to 4 pm.

Furthermore, traders highlight the disconnect be-
tween the online payment and the release of the

57 However, Serbian officials report that, in Serbia, traders have the
possibility to pay the duties online (24 hours a day, 7 days a week)
through the electronic banking system that traders use for paying cus-
tom duties.

Figure 33 HS products affected by electronic payment
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goods. A Macedonian company stated that when
electronic payment is made through the bank for
Customs procedure, no matter of the timing of the
payment, the goods could be released only after
3 pm due to the respective regulation for bank
clearing.

The lack of pre-arrival processing has been raised
in 35 instances. This problem is particularly rele-
vant in Bosnia and Herzegovina, which reported
70% of the recorded instances. This problem is
reportedly more amongst exporters, with this is-
sue being reported by 16 percent of importers and
21 percent of exporters. Specifically, this NTM is
mainly applied by Serbia, and Montenegro, whilst
the parties experiencing it the most are Bosnia
and Hercegovina and Montenegro (Figure 34).>8

58 The WTO TFA requires, in Article 7.1, that the parties have to adopt
"procedures allowing for the submission of import documentation and
other required information, including manifests, in order to begin pro-
cessing prior to the arrival of goods with a view to expediting the re-
lease of goods upon arrival", It is also envisaged that documents can be
submitted electronically. According to the Revised Kyoto Convention
(RKC), customs shall allow the lodging and registering of goods decla-
rations and supporting documents prior to arrival of goods. In EU, the
Regulation requires traders to supply customs authorities with advance
information on goods brought into, or out of, the customs territory of
the EU. However, in CEFTA parties’ pre-arrival processing is not fully im-
plemented. The constraints lie in the adaption of legal and IT framework.
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Figure 34 Economies imposing or affected by pre-arrival processing
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In terms of product coverage, this NTMs has
mainly been reported to affect fuel wood (which
represents 0.13% of CEFTA's total trade), sausag-
es (0.14% of CEFTA’s total trade), and footwear
(0.17% of CEFTA's total trade). However, it is worth
highlighting that this NTM has a wide coverage,
and it affects all the HS codes (Figure 35)

The importance of this area is raised in Article 7
of the WTQ'’s Trade Facilitation Agreement (TFA),
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which states that WTO Members have to set up
a mechanism allowing submission of import doc-
uments prior to the arrival of goods. Enabling the
pre-arrival processing will allow crossing point
regulatory agencies to begin processing the doc-
umentation prior to the arrival of the goods, with
the objective of immediately releasing goods if no
physical inspection is required, thereby achieving
a significant reduction of time spent at the cross-
ing point and reduce all associated trade costs.

Figure 35 HS products affected by pre-arrival processing
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Specifically, it is reported by Bosnia and Herze-
govina that Serbia and Montenegro do not have
pre-arrival processes in place, which slows down
the entire procedure of clearing customs.

Furthermore, traders from Montenegro highlight
that the electronic exchange with the Customs for

Box 4 The importance of Trade Information

import operations can be done from 7 a.m. to 7
p.m. However, the customs information service
(CIS) is not expanded with inspectors, and there-
fore communication with inspectors happens via
email. Inspectors have their own database related
to risk management analysis without connections
with any other database or information portals.

Overall, transparency-related obligations and the availability of information are some of the mea-
sures with the highest impact on developing exports, and therefore on regional integration. As high-
lighted by Moisé et al. (2011), increasing the amount of information available has the most significant
impact on trade costs. This is further confirmed by Fontagne et al. (2016), whose analysis finds that
the implementation of those provisions that increase the availability of information has a positive
effect on trade by small firms. On the other hand, those measures aiming to improve the involve-
ment of the trade community, right to appeal, advance rulings, or automation procedures, which
reduce the uncertainty in the outcome of clearance procedures, benefit only large exporters.>® Early
studies on this matter, such as the one undertaken by Helble, Shepherd and Wilson (2009), already
measured the impact that greater transparency of the trading environment, achieved through great-
er predictability and customs simplification, can have on the efforts to reduce the cost of trade.¢°

The lack of transparency is one of the most common complaints of the private sector. Improved
transparency can lower trade costs and improve predictability, leading to higher rates of intra-re-
gional trade. ! In addition to ensuring that information is publicly available, ensuring that all relevant
stakeholders are involved in the policy-making process is of vital importance for regional integra-
tion, as it promotes ownership in the regulations and therefore ensures their understanding and
compliance. This point was raised by Torres et al (2017), highlighting the importance of inclusive
public-private dialogue and cooperation at different levels across regional value chains. As raised by
the authors, “[this] requires systematic inclusive public-private fora for such dialogue and cooperation.
Many public-private value chain platforms for structured and regular exchanges exist already at local and
national level, although in some value chains and/or economies, these structures are weak [and they are]
are rare at regional level”.¢?

59 Fontagne, L., Orefice, G. &Piermartini, R. (2019). Making small firms happy? The heterogeneous effect of trade facilitation measures.
Review of International Economics, 00, pp. 1-34. Such findings are also consistent with Hassan, M. (2015). A WTO Agreement on Trade
Facilitation: Can it really facilitate trade? Dissertation of the University of St. Gallen.

60 Helble, M. Shepher, B., & Wilson, J. S. (2009). Transparency and Regional Integration in the Asia Pacific. The World Economy, pp.
479-508.

61 Johns, M. B. (2017). Lowering Trade Costs through Transparency: the Importance of Trade Information Portals. The Trade Post,
World Bank. Available from: https://blogs.worldbank.org/trade/lowering-trade-costs-through-transparency-importance-trade-informa-
tion-portals

62 Torres et al (2017), ibid at 2.
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CONCLUSION
AND
RECOMMENDATIONS

As highlighted by ITC (2018), the impact of
non-tariff measures on international trade and
market access is a major concern, particularly in
developing and least developed economies. While
many of the perceived NTMs are applied for legit-
imate reasons, the business sector sees them as
barriers. They hinder trade flows by adding costs
and causing delays, which affects competition and
ultimately economic growth.®®

The report highlights a number of troublesome
non-tariff measures and trade facilitation practic-
es, which traders identify as trade distorting and a
hindrance to trade competitiveness. Overall, at a
more aggregated level, fish, meat, preparations of
vegetables and beverages encounter the highest
incidence of NTMs.

Recommendation 1.
Recognise conformity assessments
procedures across the CEFTA region

Conformity Assessments procedures are the sin-
gle largest roadblock to trade across the CEFTA
economies. Specifically, this is related to the lack of
recognition of certificates, which leads to the need
to undertake the tests more often than should be
necessary, leading to high costs and a loss of time.
The benefits of recognition agreements have al-
ready been highlighted by Orefice, Piermartini,
& Rocha (2012), who found that harmonization
and recognition increase trade between partners.
Specifically, whilst the positive trade effect of har-
monization is due to the harmonization of product
regulations, such as technical requirements and
standards, most of the positive effect that recog-
nition has on trade is due to the - recognition of

63 ITC (2018). Jordan: Company Perspectives. An ITC Series on
Non-Tariff Measures. International Trade Centre, Geneva.
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conformity assessment procedures.®* This latter
finding is confirmed by Baller (2007), whose study
finds that - recognition agreements for testing
procedures have a strong impact on both export
potential and existing bilateral trade.®®

In this context, the CEFTA economies should work
towards securing an overarching framework gov-
erning their conformity assessments, ensuring that
the certificates and results issued by competent
conformity assessment bodies (such as testing lab-
oratories or certification bodies) are recognised,
and aligned to the EU acquis.

Recommendation 2.
Conformity assessment bodies
need to be re-strengthened

Linked to the above, traders reported the limit-
ed resources present in the conformity assess-
ment bodies, which lead to delays in obtaining the
necessary certificates. Traders reported that the
laboratories need more efficient procedures and
greater capacity to ensure that the procedures are
implemented smoothly and rigorously.

Recommendation 3.
Reduce waiting times by expanding
business hours and reduce trade costs

Traders reported the challenges provoked by a lim-
ited timeframe to cross the crossing point, and the
challenges brought as well by the fact that online
payments are only accepted until 3 or 4pm in most

64 Orefice, G., Piermartini, R. & Rocha, N. (2012). ‘Harmonization and
mutual - recognition: What are the effects on trade?’ Work in Progress,
p. 14. Available at: https:/www.gtap.agecon.purdue.edu/resources/
download/5808.pdf (accessed on October 10, 2017).

65 Baller, S. (2007). ‘Trade Effects of Regional Standards Liberaliza-
tion: A Heterogeneous Firms Approach’. World Bank Policy Research
Working Paper, No. 4124, February, p. 26.




economies. A multiple-shift and part-time systems
should be adopted to increase productivity and
save time and costs caused by working-hour re-
strictions.

Furthermore, this could be complemented with
a reduction in trade costs, achieved by eliminat-
ing administrative fees and charges at the cross-
ing points, at it is currently being analyzed within
CEFTA.

Recommendation 4. Facilitate the
release and clearance of goods

Key elements to ensure the speed release of
goods, such as the electronic payment of duties
and charges and pre-arrival processing are not in
place in all the CEFTA economies. Particularly, it
has been reported that Serbia and Montenegro do
not have the option of paying the fees for exports
online, which is time consuming and more costly
comparing to the online payments.

Thus, enabling the introduction of e-payment fa-
cilities, particularly to facilitate the payment of
duties, taxes, and other fees for the importation
process, would be required and beneficial for the
traders in the region. The e-payments will need to
be connected to the key commercial banks in re-
spective economies.

Recommendation 5.
Further institutional coordination
to facilitate trade

The main problems shared by companies were
mostly related to customs procedures, which are
usually seen as complex, slow, and bureaucrat-
ic. Crossing points and the strict control by au-
thorities are also mentioned as one of the major
problems facing companies. Specifically, scan-
ning procedures and sample testing are slow and
time-consuming, and there needs to be better
alignment in terms of working hours and admin-
istrative cooperation. One way to improve institu-
tional coordination and cooperation would consist
in the expansion of joint crossing point facilities
and establishment of separate lanes, where pos-
sible. Through these, hours of operation are har-
monized, formalities are simplified, direct coop-
eration between the agencies in the screening of
people and goods is encouraged, and economies
of scale are realized.
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Recommendation 6.
Enhance a risk-management
system for inspecting cargo

CEFTA parties should concentrate their resources
on high-risk consignments and expedite the re-
lease of low-risk consignments based on appropri-
ate selectivity criteria. By categorising goods for
verification, a more efficient release and clearance
can be done. In addition, within the framework of
the CEFTA Decision for Facilitating Trade of Fruit
and Vegetables (FV), CEFTA Parties agreed on a
risk-based approach on reduced frequency control.
Risk should be evaluated for each CEFTA economy
separately and based on presence of quarantine
pests for regulated FV. According to the evaluated
risk, the reduce frequency of controls should be
applied. Further to that and within the framework
of the CEFTA Customs Risk Management Strate-
gy 2020-2021, the information sharing between
the customs authorities and phytosanitary and
veterinary agencies are to be improved in order
to remove redundant procedures and overlapping
checks at the BCPs/CCPs.

In addition, a Traders Credibility Management Sys-
tem (TCMS) should be adopted by all the econo-
mies in the region, evaluating or crediting traders’
compliance levels, and by all crossing points agen-
cies, not only customs, but also SPS authorities.

Linked to the above, enhance the Green Lanes, a
priority system at the Green Corridor at the Cross-
ing Points for key products and trust-worthy eco-
nomic operators.

Recommendation 7.
Establish One-Stop-Shops
and separate lanes across CEFTA

CEFTA, where possible, should continue the ef-
forts initiated by North Macedonia and Serbia,
which built a One-Stop-Shop (OSBS) in the inter-
national road traffic Tabanovce (North Macedonia)
- Preshevo (Serbia). The establishment of OSBS
across CEFTA, where possible, will ensure that all
formalities can be completed in one place, there-
by enabling all agencies involved in the process
of clearance of goods from two parties to oper-
ate from a single office, including sharing control
equipment.

Establishment of separate lanes across CEFTA for
CEFTA goods would significantly speed-up the
passing of trucks carrying CEFTA goods.
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ANNEX 1 - METHODOLOGY

The study was conducted over a period spanning
April 2021 to September 2021. Each of the gen-
eral steps taken to conduct the study is presented
below.

1. Identifying the Scope: NTMs. As mentioned
above, NTMs are neutrally defined as policy mea-
sures, other than ordinary customs tariffs, that can
have an economic effect on international trade.
NTMs include traditional trade policy instruments,
such as quotas or price controls, which are often
termed non-tariff barriers (NTBs). On the other
hand, NTMs also comprise sanitary and phytosani-
tary (SPS) measures and technical barriers to trade
(TBT) that stem from important non-trade objec-
tives related to health and environmental protec-
tion. These technical NTMs therefore overlap with
a wider regulatory realm. While technical NTMs
also, on aggregate, increase trade costs, their pri-
mary regulatory objectives make them indispens-
able. NTMs may be related to identifying and pro-
cessing the information on relevant requirements
in the target market (information costs), the need
to adjust the product or production process to the
requirements of the importing party (specification
costs), to verifying and proving that these require-
ments are actually met (conformity assessment

Box 5 Roots of the Methodology

costs), or a combination of the three ¢ (von Lampe
et al., 2016, OECD (2017). They ensure food safe-
ty, protect harvests against pests and invasive
species, regulate the trade of hazardous substanc-
es and waste, prohibit the trade of endangered
species, and regulate many more areas of life to
promote a sustainable future. These policies are
considered necessary, and elimination is not an
option. The objective of the report was to capture
the NTMs faced by traders in the CEFTA, both in-
tra-regional and extra-regional. The direction of
trade - imports and exports - is also captured, as
it is possible that a particular measure applied by
a given party affects its own enterprises the most.
The categories of NTMs are illustrated in the fig-
ure below. The team expanded the scope to iden-
tify existing procedural obstacles, following the
classification used in the World Trade Organisa-
tion’s (WTO) Trade Facilitation Agreement (TFA).

66 von Lampe, M., Deconinck, K. & Bastien, V. (2016), “Trade-Relat-
ed International Regulatory Co-operation: A Theoretical Framework”,
OECD Trade Policy Papers, No. 195, OECD: Paris; OECD (2017), In-
ternational Regulatory Co-operation and Trade: Understanding the
Trade Costs of Regulatory Divergence and the Remedies. OECD:
Paris; Gourden, J., Cadot, C. & von Tongeren, F. (2018) Estimating
Ad-Valorem Equivalent of Non-Tariff Measures: Combing Price-based
and Quantity based Approaches. TA/TC/WP(2017)/12/Final. OECD:
Paris. April

The methodology used in this report is not a novel one. It has been adapted from best practic-
es used by international organizations. Overall, the most prolific user of enterprise surveys to
capture NTMs is the International Trade Centre (ITC UN/WTO), which has implemented this
methodology in over 40 economies. Some of those include:

European Union: http://www.ntmsurvey.org/eu
Indonesia: http://www.ntmsurvey.org/Indonesia
Paraguay: http://www.ntmsurvey.org/Paraguay
Thailand: http://www.ntmsurvey.org/Thailand

The same methodology was used by the World Bank - an example is a report titled “A Survey
of Non-Tariff Measures in the East Asia and Pacific Region” ¢”.

67  https:/openknowledge.worldbank.org/bitstream/handle/10986/8038/428530P09622601PUBLIC10NTMOReportOfinal.pd-

f?sequence=1&isAllowed=y




The report covers Albania, Bosnia and Herzegov-
ina, North Macedonia, Montenegro, Serbia, and
Kosovo*. Moldova is not covered by the report due
to the fact that Moldova's trade patterns differ sig-
nificantly from the rest of the CEFTA economies
for historical and geographical reasons, and that
their mutual trade, despite slight progress, remains
marginal. Therefore, a range of issues impacting
businesses in Moldova can hardly be addressed
within the CEFTA framework. For that reason,
their companies were not involved in CEFTA sur-
vey, but all recommendations and future actions
apply equally to Moldova as the improvements are
aimed at achieving the same ultimate goal, har-
monization with the relevant EU rules and proce-
dures, to be able to facilitate access not only to
CEFTA but also to the EU market.

2. Identifying the key sectors. Overall, the aim of
the report is to cover all representative sectors

Figure 36 Categories of NTMs
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engaged in international trade, including both in-
tra-regional and with the rest of the World, par-
ticularly the EU market. Given the fact that the
objective of this report is to identify intra-CEFTA
NTMs, the aim was to identify those sectors rep-
resenting, at least 75 percent of trade in goods be-
tween the CEFTA economies and cover two thirds
(66 percent) of the party’s total trade (excluding
mineral exports and arms). The identification of
each sector per party can be found in Annex 3.
This enabled the team to identify intra-CEFTA
NTMs, but also NTMs faced by companies based
in CEFTA Parties exporting to outside the region.

3. Sampling: ldentifying the key players. After
defining the sectors, the key players within the
sectors were identified. As a first step, main gov-
ernmental and parastatal organisations were con-
sulted, including business associations, export
promotion organisations, customs authorities,
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Source: UNCTAD (2019). Guidelines to collect data on official non-tariff measures, UNCTAD/DITC/TAB/2019/8



ministries, etc. The consultations with them were
also instrumental to obtain a first picture of the
existing NTMs.

4. Data collection. The leading source of infor-
mation for the NTM report is primary data, with
firms’ perceptions being the most relevant one.
The primary tool for data collection was extensive
interviews to get an in-depth picture of the NTMs
highlighted by the interviewed participants. In this
step, 161 companies were interviewed. The con-
sultants contacted the companies about the spec-

Box 6 Additional sources of NTM data

ificities of the issues faced, identifying the specific
HS code affected - or a description of the affect-
ed product, alternatively - the direction of trade
(import/export) and the origin of the NTM. All re-
sponses from the companies remain confidential,
and no result has been attributed to a respondent
nor shared with a third party. A fair representation
of large companies, micro, small and medium en-
terprises (MSMEs) was strived for. In addition, the
consultants collected the legislation and regulato-
ry measures backing up the NTM. Such legislation
is highlighted whenever relevant.

UNTCAD TRAINS: UNCTAD maintains a database, Trade Analysis and Information System
(TRAINS), which currently is compiled from legal national requirements for over 100 economies®®.
The level of data is granular and covers the HS6 product level. The system of classification used
by UNCTAD considers technical measures and non-technical measures. Finally, the Interna-
tional Classification of NTMs used by UNCTAD also comprises measures such as competition,
trade-related investment measures, government procurement or distribution restrictions.

WTO I-TIP: The World Trade Organisation also manages an Integrated Trade Intelligence portal
(WTO I-TIP) which provides information provided by WTO Members, as reported by them to
the WTO, in accordance with their obligations towards the WTO agreements.

WB TTBD: The World Bank maintains the Temporary Trade Barriers Database, which covers
contingent trade measures. The OECD maintains information on export restrictions as well as
data on consumer and producer support in agricultural products. The EU and US maintain pub-
licly accessible data on non-tariff measures applied worldwide, as reported through company

complaints. ITC carries out surveys to collect NTMs that relate to company perceptions.

Some of the challenges faced during the data col-
lection exercise include the unwillingness of the
respondents to address some of the questions,
such as amount traded, or to raise issues in fear
of retribution, despite the fact that the survey and
interviews was being conducted by experts not
associated with any government. As highlighted
by the WTO (2012), businesses may exaggerate
procedural obstacles - or, on the contrary, min-
imize them - depending on the circumstances.®’
They may also be unable to identify the specif-
ic policies of concern, or may misidentify them.

68 The database is available through: https://trains.unctad.org/

69 WTO (2012). World Trade Report 2012. Trade and Public Policies:
A closer look at non-tariff measures in the 21st century. World Trade
Organisation, Geneva.
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Moreover, surveys, because of problems related
to sample size and self-selection of respondents,
do not always guarantee rigorous and significant
results. An additional challenge included the limit-
ed knowledge of the export process by exporters,
which difficulted the process of identifying the
specific NTM.

5. Data analysis and report drafting. On the basis
of the data collected and validated, the team anal-
ysed the results and created relevant visualizations
using Microsoft PowerBl. The following indicators
were presented in this study: number and type
of NTM incidents; number of NTM incidents by
economy; number of NTM incidents by HS code;
main economies being impacted the NTMs; main
economies applying the NTMs,



Box 7 NTM Analysis: Types of Indicators Available

The most common approach to understand the prevalence of NTMs on trade is to calculate in-
cidence indicators. As highlighted by De Melo & Nicita (2018), these indicators are based on the
intensity of the policy instruments and measure the degree of regulation without considering its
impact on trade or the economy. Three commonly used incidence indicators are the coverage
ratio, the frequency index and the prevalence score. These indicators are based upon inventory
listings of observed NTMs. The coverage ratio (CR) measures the percentage of trade subject to
NTMs, the frequency index (Fl) indicates the percentage of products to which NTMs apply, and
the prevalence score (PS) is the average number of NTMs applied to products.”®

70 de Melo, J. & Nicita, A. (2018). Non-Tariff Measures: Data and
Quantitative Tools of Analysis. FERDI - Fondation pour les Etudes et
Recherches sur le Développement International, March.

Figure 38 NTMs: Incidence formulas
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ANNEX 2 - LIST OF TRADE FACILITATION MEASURES

TF General Trade Facilitation Measures’
TF1 Publication and Availability of Information
TF2 Opportunity to Comment, Information Before Entry into Force, and Consultations
TF3 Advance Rulings
TF4 Procedures for Appeal or Review
TF5 Measures Related to Enhanced Impartiality, Non-Discrimination and Transparency
TF6 Fees and Charges Imposed On or In Connection with
Importation and Exportation, and Penalties
TF7.1 Pre-arrival Processing
TF7.2 Electronic Payment
TF7.3 Risk Management
TF7.4 Authorised Economic Operators
TF7.5 Expedited Shipments
TF7.6 Perishable Goods
TF7.7 Other
TF8 BCP/CCP Agency Cooperation
TF9 Movement of Goods Intended for Import Under Customs Control
TF10.1 Acceptance of Copies
TF10.2 Single Window
TF10.3 Mandatory Use of Customs Brokers
TF10.4 Common BCP/CCP Procedures
TF10.5 Other
TF11 Freedom of Transit
TF12 Customs Cooperation

53



ANNEX 3 - TARGET SECTORS PER CEFTA PARTNER

Albania

Animal & Animal Products HS 01-05
Fresh fruits and Vegetables HS 06-15
Processed foods HS 16-24
Mineral Products HS 25-27
Chemicals & Allied Industries HS 28-38
Plastics / Rubber HS 39-40
Wood & Wood Products HS 44-49
Wool HS 51
Apparel / Textiles HS 61-63
Footwear / Headgear HS 64-67
Stone / Glass HS 68-71
Metals HS 72-83
Ma.chinery apd mechanjcal appli_ances ) ) HS 84
(boilers, turbines, washing machines, agricultural machinery, etc.)

Electrical machinery o o o HS 85
(shavers, lamps, telephones, televisions, electronic integrated circuits, etc.)

Transportation HS 86-89
Arms HS 93
Other misc. manufacturing (arms, furniture, toys, arms, art) HS 94-97
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Bosnia and Herzegovina

SECTOR HS Code

Animal & Animal Products HS 01-05
Processed foods HS 16-24
Mineral Products HS 25-27
Chemicals & Allied Industries HS 28-38
Wood & Wood Products HS 44-49
Footwear / Headgear HS 64-67
Stone / Glass HS 68-71
Metals HS 72-83
Machinery and mechanical appliances HS 84
(boilers, turbines, washing machines, agricultural machinery, etc.)
Electrical machinery HS 85
(shavers, lamps, telephones, televisions, electronic integrated circuits, etc.)
Other misc. manufacturing (arms, furniture, toys, arms, art) HS 94-97
| S S S S S S S S S ...

North Macedonia

SECTOR HS Code

Animal & Animal Products HS 01-05
Fresh fruits and Vegetables HS 06-15
Processed foods HS 16-24
Mineral Products HS 25-27
Chemicals & Allied Industries HS 28-38
Plastics / Rubbers HS 39-40
Metals HS 72-83
Maghinery apd mechanjcal appli_ances ) ) HS 84
(boilers, turbines, washing machines, agricultural machinery, etc.)




Montenegro

SECTOR HS Code

Animal & Animal Products HS 01-05
Processed foods HS 16-24
Mineral Products HS 25-27
Chemicals & Allied Industries HS 28-38
Wood & Wood Products HS 44-49
Metals HS 72-83
Ma.chinery apd mechanjcal appli_ances ) ) HS 84
(boilers, turbines, washing machines, agricultural machinery, etc.)

Transportation HS 86-89

Serbia
SECTOR HS Code
Fresh fruit and Vegetables HS 06-15
Processed foods HS 16-24
Mineral Products HS 25-27
Chemicals & Allied Industries HS 28-38
Plastics / Rubbers HS 39-40
Metals HS 72-83
Machinery and mechanical appliances HS 84
(boilers, turbines, washing machines, agricultural machinery, etc.)
Electrical machinery HS 85
(shavers, lamps, telephones, televisions, electronic integrated circuits, etc.)
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Kosovo*

SECTOR HS Code

Fresh fruit and Vegetables HS 06-15
Processed foods HS 16-24
Mineral Products HS 25-27
Chemicals & Allied Industries HS 28-38
Plastics / Rubbers HS 39-40
Metals HS 72-83
Machinery and mechanical appliances HS 84
(boilers, turbines, washing machines, agricultural machinery, etc.)

Electrical machinery HS 85
(shavers, lamps, telephones, televisions, electronic integrated circuits, etc.)
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