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Serbia moving ahead towards trade liberalization with
EU?

An Interim Agreement on Trade and Trade related aspects (ITA), sighed
between the European Community and Serbia in April 2008, entered into force
on February 1, 2010. This ITA, as a part of the Stabilization and Association
Agreement, “establishes a bilateral free trade area over a period lasting a
maximum of six years starting from the entry into force of this Agreement in
accordance with the provisions of this Agreement and in conformity with those
of the GATT 1994 and the WTO"".

ITA : a symbol of closer relations between the EU and Serbia

The ITA, signed in April 2008, entered into force in February 2010 after
the EU unblocked the application of this agreement after Serbia proved its
cooperation with the International Criminal Tribunal for the former Yugoslavia.
Serbia is following Former Yugoslav Republic of Macedonia (FYROM, entered
into force in June 2001), Albania (entered into force in December 2006 and
replaced by SAA Agreement), Bosnia Herzegovina (entered into force on 1 July
2008 and not yet superseded), and Montenegro (entered into force on 1
January 2008 and not yet superseded by SAA Agreement). Except Kosovo,
Serbia was the last country of the region expecting the ITA to enter into force.
This Interim Trade Agreement covers the trade and trade-related parts of the
SAA. It focuses on liberalizing trade in goods, aligning rules on EU practice.

Ynterim Agreement on Trade and Trade-related Matters between the European Community and the Republic of Serbia,
Article 3 (SAA article 18), p. 7, available on
http://ec.europa.eu/enlargement/pdf/serbia/key document/interim agreement trade en.pdf
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According to Mr. Degert’s declaration, chief of the EU Delegation in Serbia, this agreement will

Briefing

“contribute to the predictability of business operation conditions, companies’ competitiveness and
the equalizing of conditions for all markets participants”’.

Since its signature in April 2008, the ITA was implemented unilaterally by Serbia. In this way, Serbia
proved its bona fide will to be closer to the EU.

The Serbian Economy Year 2010

The Economic situation in Serbia has experienced a constant growth in recent years *. The
GDP has fallen, according to estimation, by 2.8% in 2009. As its neighbours, Serbia suffered from the
financial crisis especially due to the decrease of external demand®.
The crisis affected Serbia but less than expected because of the support of International Financial
Institutions, a relatively stable rate of Foreign Direct Investment (FDI) and some internal measures
taken by the government.
In February 2010, the IMF projected a prediction for GDP growth of 1.5%-2% in 2010, 3.0% in 2011
and 5% in 2012°.
Serbia maintains excellent relations with its backers. Serbia requested a « Stand-by Agreement »
from the IMF in December 2008 which was accepted in January 2009 and revised in April.
In February 2010, an IMF Mission visiting Belgrade was satisfied by the changes introduced by the
Serbian Government in terms of fiscal deficit, pension system, fiscal responsibility legislation, fall of
inflation.®

The EU also supported Serbia’s economic recovery from the crisis via a €100 million
exceptional budgetary support, which is taken from the 2009 IPA budget. (194, 8 million in 2009 for
Serbia)’.

2 SEEbiz/B92, EU starts implementing ITA with Serbia, February 1, 2010, available on
http://www.seebiz.eu/en/corporate/eu-starts-implementing-ita-with-serbia,67337.html

3 For more precise information: EUROPEAN COMMISSION, Serbia 2009 Progress Report, 14 October 2009, available on
http://ec.europa.eu/enlargement/pdf/key documents/2009/sr rapport 2009 en.pdf, p.56

* IMF, Republic of Serbia—Second Review Under the Stand-By Arrangement and Requests for Waiver of End-September
Performance Criterion, Modification of End-December Performance Criteria, Rephasing of Purchases, and Financing,
January 2010, IMF Country Report No. 10/25. Available on http://www.imf.org/external/pubs/ft/scr/2010/cr1025.pdf

* IMF, IMF Reaches Staff-Level Agreement with Serbia on Third Review of Stand-By Arrangement, Press Release No. 10/57,
February 23, 2010, available on: http://www.imf.org/external/np/sec/pr/2010/pr1057.htm

® More information available on http://www.imf.org/external/country/SRB/index.htm

" EUROPEAN COMMISSION, Serbia 2009 Progress Report, 14 October 2009, available on
http://ec.europa.eu/enlargement/pdf/key documents/2009/sr_rapport 2009 en.pdf, p.6

www.ifri.org 3 March 2010



4
| 4 | 4
institut frangais
des relations
internationales

Briefing

Foreign Direct Investment: Key element for further growth®

US STEEL was one of the first companies to be established in Serbia after having bought the
Serbian steel Company Sartid Co® in 2003. In April 2009, the Company Fiat acquired the majority part
of Zastava set in Kragujevac, and will invest €600 million in one year and a half, expecting to generate
exports. In January, a Companies delegation from Germany™, also came to Belgrade.
Foreign Direct Investment is expected to be around €1.3 billion this year, according to the National
Bank of Serbia.
Because the main parts of exports from Serbia are given by Foreign Companies located in Serbia
(72% in 2009), Belgrade must encourage the FDI.
The FDI could help for Know How transfer, damaged by embargo during the nineties.
As a really positive spiral, the image of Serbia continues to brighten whereas economic investments
increase and vice-versa.

Main Trading Partners

The main Trading Partners of Serbia for exports are Bosnia-Herzegovina, Montenegro, ltaly
and Germany to whom they sell manufactured goods, iron and food while the main partners for
imports are Russia, Italy, Germany, and China from whom they buy hydrocarbons and manufactured
goods.™ Serbia mainly imports and exports products, rather than services. Overall, the EU 27 is the
primary trading partner of Serbia for imports and exports™.

Regionally speaking, Bosnia & Herzegovina, Former Yugoslav Republic of Macedonia
(FYROM), Croatia and Slovenia are all among the top ten trading partners for Serbian exports. Bosnia
& Herzegovina is the only one in the top ten trading partners for imports.

As a cross-road between East and West, Serbia constitutes an essential trade route.
Besides the Interim Trade Agreement, Serbia has trade deals with Russia (since 2000 as the only

& AMBASSADE DE FRANCE EN SERBIE-MISSION ECONOMIQUE, Crise et développement, Serbie, Printemps 2009, 11 mai
2009, UbiFrance, Fiche de synthése, available on http://www.ubifrance.fr/001B0952718A+serbie-crise-et-developpement-
printemps-2009.html| ; AMBASSADE DE FRANCE EN SERBIE-MISSION ECONOMIQUE, Le Commerce extérieur de la Serbie en
2008, 26 février 2009, UbiFrance, Fiche de synthése, available on http://www.ubifrance.fr/001B0951087A+le-commerce-
exterieur-de-la-serbie-en-2008.html

® Laura WOLFS, Investors in Serbia Eye International Links, Balkan Insights, 16 February 2010, Belgrade, available on
http://www.balkaninsight.com/en/main/analysis/25865/

10 including Siemens, BASF, Volkswagen, RWE, Siemens, Deutsche Bank, Deutsche Telekom and BASF

" The Federation of International Trade Associations, (2010), http://www.fita.org/countries/serbia.html.

2 Eor more details on Trade with the EU for 2008: DG TRADE,
http://trade.ec.europa.eu/doclib/docs/2008/august/tradoc_140028.pdf
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country apart from the Commonwealth of Independent States), South East Europe countries — CEFTA
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(entered into force in October 2007), Turkey (in force since January 2010), Belarus (since March
2009, United States (Generalized System of Preferences with limited coverage) and with Norway,

Switzerland, Iceland and Liechtenstein - EFTA (in force in April 2010)*3.

From Unilateral to Bilateral: positive trends in EU-Serbia cooperation

This Agreement was unfrozen because Serbia has reached a new rate of credibility to the EU
due, in part, to its collaboration with the ICTY. But this Agreement will provide a real increase of
economic credibility for Serbia to its current and future trade partners.

Thanks to this Agreement, Serbia will be more attractive to foreign investors, a really key point in this
time of crisis. At the same time, this ITA constitutes a real symbol because it paves Serbia’s way to EU
accession. Because Serbia is a crossroads between East and West™ but also due to all the Trade
Agreements Serbia has for now makes it a real attraction for investors, a key element for further
growth. This implementation of the ITA comes at the right moment as a really positive sign for
investors. Serbia is back in its role as a key partner for trade in the region.

Despite these positive trends, some economic issues, notably a high rate of unemployment, remains
crucial. Furthermore, it should be noted that the lead time for this ITA to be implemented is 6 years.
2009 has had a lot of impact on Serbia’s path to the EU with visa liberalization and also the
unblocking of the Interim Agreement. 2009 saw Serbia’s application for membership to the EU on
the table. Now, in 2010, the Interim Agreement on free trade opens again new perspectives for
tightening the links of a country isolated still in many senses, since the end of the troubles in the 90s.

3 laura WOLFS, Serbia Builds Trade Links, Balkan Insights, 23 February 2010, Belgrade, available on
http://www.balkaninsight.com/en/main/analysis/25867/; CEFTA for The Central European Free Trade Agreement,
EUROPEAN COMMISSION, Trade, Western Balkans (2010) http://ec.europa.eu/trade/creating-opportunities/bilateral-
relations/regions/balkans/and http://www.efta.int/free-trade/free-trade-news/serbia-efta-signs-agreement.aspx

" Two commercial corridors are going through Serbia: Corridor VII (European inland waterway of the Danube connecting
Danube countries with countries from the Black Sea Areas) and X (road and railway connecting countries of North and
Southeastern Europe).
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