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Serbia: Economic Overview

Facts: 
· Official name: Republic of Serbia
· Area: 88,361 sq km (34,116 sq miles) (includes Kosovo)

· [image: image3.png]


Population: 9.8 million (UN, 2009, includes Kosovo; UN mission estimates Kosovo population as circa 2 million)

· Official language: Serbian

· Major Religion: Christian Orthodox
Serbia is a continental country located in central South-Eastern Europe with Belgrade as its capital city. Together with Slovenia, Croatia, Bosnia-Herzegovina, Macedonia and Montenegro, Serbia was a part of the Socialist Federal Republic of Yugoslavia, as one of its federal units. Yugoslavia had a variety of different ethnic groups, which resulted in ethnic tension, demands for independence and serious conflicts during the 1990s. This marked the era of disintegration of the country. Some of secessions came relatively peacefully as in the case of Slovenia and Macedonia, but unfortunately there were devastating wars in Bosnia-Herzegovina and Croatia. The two remaining republics of the old Yugoslavia, Serbia and Montenegro, in 2003 decided to create the State Union of Serbia and Montenegro (SCG). The Union between Serbia and Montenegro lasted until May 2006 when Montenegro voted for independence in a referendum.

After the turmoil of the 1990s, Serbia has made significant steps towards European integration. The essential progress has been made in domain of democratic and economic reforms which started in 2001. The important starting point was restoring the macroeconomic stability that would provide a strong foundation for rapid economic growth. The major progress toward European integration, as one of the Serbian Government priorities, has been made in May 2008 when Serbia signed a Stabilization and Association Agreement (SAA).
 The key element for ratification of the SAA is Serbia's readiness for full cooperation with the International Criminal Tribunal for the former Yugoslavia (ICTY). On June 14, 2010 EU foreign ministers agreed that Serbia has invested significant efforts in cooperation with the Tribunal and proposed the ratification of SAA. 

Economic Indicators:
· Monetary unit: Dinar
· The GDP (purchasing power parity) of Serbia in 2009 was $78.36 billion with a GDP per capita of $10,400.

· In 2009 Serbia had a real growth rate of -3%.

· Inflation rate was 6.6%, while unemployment rate was 16.6% as estimated in October 2009.

· Serbian public debt in 2009 was 31.3% of GDP, investment 33.1% of GDP, and external debt $31.72 billion as of November 2009.

· 7.9% of Serbia’s population is below poverty line as estimated in 2008.

Economic Structure:

· Serbia’s GDP composition by sector in 2009 was as follows:

· agriculture: 12.7%

· industry: 23.5%

· services: 63.8%

· Labor force by sector:

· agriculture: 23.9%

· industry: 20.5%

· services: 55.6%

· In 2009 Serbia imported commodities valued at $15.85 billion.

· Serbia's chief trade partners in the first quarter of 2009 were Germany and Russia. Serbia imported services and goods worth of $561.4 million from Russia, $398.3 million from Germany, and $320.6 million from Italy.

· Serbia’s primary export commodities are iron and steel, clothes, wheat, fruit and vegetables, non-ferrous metals. In 2009 exports in Serbia were worth $8.34 billion.

· Germany is on the top of the list of Serbia’s export partners with $194.5 million, next are Bosnia-Herzegovina with $188.4 million, and Italy with $179.1 million.

Political Considerations:
· After October 5, 2000, the date that represents the fall of Slobodan Milosevic’s autocratic regime, Serbia has become a democratic state for all its citizens.
· In the same year, the country joined the United Nations.
· The current President of Republic of Serbia is Boris Tadic, a pro-European reformer and the leader of the Democratic Party (DS). Tadic first took up office in 2004, and he was re-elected in 2008.

· Prime Minister of Republic of Serbia is Mirko Cvetkovic since July 2008. Cvetkovic’s government stands for rapid accession to the EU and towards European integration, which was confirmed by submitting a formal application for EU membership on 22 December 2009.
 Before Serbia’s membership application can progress, Serbia will have to meet many demanding conditions. The major conditions that are often pointed out are:
· Cooperation with the International Criminal Tribunal for the former Yugoslavia by arresting and delivering the two remaining war crime suspects General Ratko Mladic and Goran Hadzic.
· Solving the Kosovo-Metohija issue
· Complete harmonization of Serbian laws with the EU legislation
· Fight against corruption and organized crime
· As of June 2010, Serbia still needs to fulfill the remaining 147 steps toward the EU membership.
 Among the remaining steps, the most important one is resolving the Kosovo issue.
Kosovo Issue:

· In the history of Serbs, Kosovo was the religious, cultural and historical center. Since the 1389 and Kosovo Battle, Kosovo is the most important symbol for the Serbian people.
· “Kosovo-Metohija is an autonomous province within the Republic of Serbia and on the basis of the United Nations Security Council Resolution 1244 which was adopted on June 10, 1999, it is under the interim civil and military administration of the UN.”
 The new Constitution of the Republic of Serbia from 2006 proclaims that “the Province of Kosovo and Metohija is an integral part of the territory of Serbia, that it has the status of a substantial autonomy within the sovereign state of Serbia and that from such status of the Province of Kosovo and Metohija follow constitutional obligations of all state bodies to uphold and protect the state interests of Serbia in Kosovo and Metohija in all internal and foreign political relations.”

· The tension between Serbian and Albanian populations in Kosovo, simmered in the late eighties, erupted in major conflict in the nineties and has lasted until these days. The emergence of the Kosovo Liberation Army (KLA) brought more bloody conflicts in Kosovo. The major clash and armed violence happened in March-September 1998, between the Serbian police who were trying to protect the Serbian population, and the separatist Kosovo Liberation Army supported by the majority ethnic Albanians. Escalating violence in Kosovo provoked NATO to launch air strikes against Serbian targets in Kosovo and Serbia, in March 1999. After NATO’s action, Serbian forces were driven out of Kosovo and the UN took over the administration of the region.
 Justification of the NATO bombing, as well as the choice of targets, was and it still is a controversial issue.
· United Nations envoy Martti Ahtisaari, in February 2007 revealed an arrangement towards Kosovo independence.
 
· On February 17, 2008, Kosovo unilaterally declared independence.

· Declaration of Kosovo independence sparked a fierce reaction in Serbia. Unilateral declaration of Kosovo independence represents for Serbia a direct violation of international law and UN Resolution 1244. The proclamation of Kosovo independence directly threatened the international order based on the sovereignty and territorial integrity of states. To preserve its right on sovereignty and territorial integrity, Serbia has submitted a complaint to the International Court of Justice in December 2009.

· On July 22, 2010, the International Court of Justice concluded that the unilateral declaration of Kosovo’s independence did not break the norms of general international law.

· As of July 2010, 69 out of 192 UN’s member countries have recognized Kosovo as independent. Among the countries that did not recognize Kosovo‘s independence are Russia, China, Spain, Greece and Bosnia.
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