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Abstract: The goal of this paper is to determine the changes in the trend and
structure of the Republic of Serbia’s foreign trade commodity exchange with
the EU and China over the last ten years. The total foreign trade commodity
exchange of Serbia has increased in the previous decade thanks, above all, to
the Stabilisation and Association Agreement. Although the value of the total
foreign trade exchange has almost doubled, the growth of exports has been
accompanied by the growth of imports, so that in absolute terms, the value of
the trade deficit significantly increased. The EU is Serbia’s key foreign trade
partner, followed by the CEFTA signatory countries, China, and Russia. In trade
with its main trading partners, Serbia realises a surplus only with the CEFTA
countries and a surplus in the exchange of agricultural products with the EU.
The trade deficit with Russia is primarily caused by changes in the value of
imported energy products. The value of Serbian exports to Russia did not
change significantly during the observed period. The biggest changes in the
trend of foreign trade exchange are between Serbia and China. The volume of
foreign trade has been growing, especially since 2019, when imports doubled
and exports tripled. However, while in the structure of imports from China, the
share of products of a higher technological stage (electrical machinery and
electronics) is increasing, the structure of exports to China is dominated by
copper ore. As a result of this trend, the relative share of Serbia’s trade deficit
with the EU decreased, and the overall trade deficit with China increased. In
the coming period, the biggest challenge for Serbia is improving the structure
of exports to China in terms of the increase in exports of products with a higher
stage of technological processing.
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INTRODUCTION

After 2000, the Republic of Serbia (Serbia) concluded numerous free trade
agreements to improve international trade. The subject of these agreements
is primarily customs, as the main instrument of foreign trade policy, but also
numerous non-tariff barriers, including administrative restrictions, technical
barriers, sanitary and phytosanitary measures, and rules on the origin of
goods. Although the signing of free trade agreements contributes to the
international trade liberalisation process, the increased number of
international agreements can lead to the so-called Noodle Bow!| Syndrome,
i.e., mutual intertwining of rules (Baldwin, 2008). In order to overcome this
problem, the coherence of preferences and rules on the origin of goods
should be ensured.

After the entry into force of the Stabilisation and Association Agreement
(SAA) in 2013, Serbia significantly increased the volume of foreign trade
exchange with the European Union (EU) member states and, above all, with
Germany and ltaly, with which Serbia has a high import coverage ratio. In
accordance with the idea of creating a single European market, Serbia also
signed the Central European Free Trade Agreement (CEFTA), which
contributed to the liberalisation of trade with the countries of the region with
which Serbia has a surplus in foreign trade. On the other hand, Serbia has a
trade deficit with the Russian Federation (Russia) and a growing deficit with
the People’s Republic of China (China). Serbia has signed foreign trade
agreements with both countries (with Russia since 2000, with the Eurasian
Economic Union since 2019, and with China in 2024). However, given the
asymmetry in foreign trade exchange, the question arises of what effect these
agreements will have on Serbia’s economy.

A large number of empirical papers have investigated the effects of
international trade on economic growth and income convergence. However,
the results of these studies are ambiguous. While some research (Cyrus, 2004;
Ben-David, Kimhi, 2000; Choi, 2009) show that international trade, due to
competitive pressure, improves productivity, which ultimately increases
income, other research (Zhang, 2006; Galor, Mountford, 2008) indicate that
in the case of trade between rich and poor countries, international trade will
only widen the gap between them. Poor countries specialise in products
where an unskilled labour force is intensively used, while rich countries
specialise in products where a qualified labour force is intensively used in
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production. Milutinovi¢ examined the impact of bilateral trade on the
convergence of incomes between the EU member states (Milutinovic, 2016)
and especially between the EU members and the countries of the Western
Balkans (Milutinovi¢, Stanisi¢, 2022) and confirmed that the volume of
international trade and economic integration among these countries may
reduce the income gap.

Analysing the period 2013-2023, this paper aims to determine the
changes in the trend and structure of the foreign trade commodity exchange
of the Republic of Serbia with the EU and China for the last ten years. The
remainder of this paper is organised as follows: Section 2 of this paper
analyses the importance and scope of Serbia’s foreign trade exchange. Section
3 provides an overview of foreign trade agreements that Serbia has concluded
so far. Section 4 indicates the effects of those agreements, i.e., the main
foreign trade partners. At the end, concluding remarks are presented in
Section 5.

ANALYSIS OF SERBIA’S FOREIGN TRADE COMMODITY EXCHANGE

According to endogenous growth theory, the openness of the economy
has a positive impact on economic growth because it contributes to
technological developments that ensure efficient production methods and
an increase in the factor of productivity based on the optimal allocation of
resources (Huchet et al., 2018). Export is beneficial because it provides
domestic producers with a larger market and sales, more efficient use of
resources and production capacities based on economies of scale, and growth
in production and employment. Imports improve competition and provide
domestic consumers with greater choice and lower prices. In addition, there
are indirect benefits from trade, such as the improvement of the quality of
goods and services based on the transfer of advanced technologies and the
creation of innovations due to the relocation of research and development
(R&D) centres of multinational companies from developed countries to
developing countries.

Net export is one of the four components of gross domestic product
(GDP). Considering consumption aggregates, the economic growth of Serbia
in 2023 was driven by net exports and additionally supported by the growth
of investments and private consumption. The activation of new production
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capacities resulted, according to the estimation of the Ministry of Finance
(2024), in real growth of export activity of about 3% despite reduced external
demand. On the other hand, the drop in the import of energy products and
the lower import of raw materials resulted in a drop in real import activity
of 1.4%.

The significance of foreign trade as a component of economic growth is
measured through the country’s openness coefficient (foreign trade as a per
cent of GDP). According to World Bank data (2024), the openness ratio of
Serbia has grown significantly in the last three decades—in 1995 it was only
13%, while in 2023 it was 124% (Table 1). The low level of the coefficient
during the 1990s was a consequence of the UN sanctions imposed in 1992
but also of the poor performance of the domestic economy. During the
analysed period 2013-2023, the ratio was reduced only in 2020 as a
consequence of the reduction of foreign trade exchange due to the COVID-
19 pandemic. Exports decreased compared to 2020, while imports recorded
a decrease in 2014, 2020, and 2023.

Table 1. Real growth rate compared to the previous year
2013 | 2014 | 2015 | 2016 | 2017 | 2018 | 2019 | 2020 | 2021 | 2022 | 2023

Foreign
trade, % of 88 92 97 | 102 | 108 | 109 | 112 | 105 | 118 | 139 | 124
GDP

Export, real

rate in % 258 | 15 | 79 | 117120 | 88 | 7.7 | -29 | 275|263 | 3.7

Import, real
rate in %

Deficit of
commodity
exchange, %
of GDP

51 1-18| 59|61 |141 13291 |41 254|348 |55

-1231-11.4|-11.3| -9.8 |-11.3|-13.2|-13.9 |-12.7|-13.3|-18.9 | -11.8

Source: Ministry of Finance of the Republic of Serbia (2024).

The trade deficit ranged from 11.3% to 18.9% of GDP (2022). It is evident
that the volume of foreign trade exchange in 2023 is twice as large compared
to the initial year of observation (Figure 1).
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Figure 1. Serbia’s foreign trade in goods in the period 2013-2023,
million USD
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Source: Statistical Office of Republic of Serbia (2024).

In 2023, Serbia’s total foreign trade in goods was USD 70.772 billion, of
which goods worth USD 30.934 billion were exported, while imports were
USD 39.837 billion. The achieved export growth, despite the reduced external
demand and increased uncertainty, resulted from the activation of new
export-orientated capacities due to the high inflow of foreign direct
investments from the previous period. The processing industry, as the carrier
of export activity, achieved export growth of 5.4% in 2023 in 16 out of a total
of 23 activities. Agriculture, on the other hand, due to the weaker agricultural
season in 2022 and the drop in prices of cereals and primary agricultural
products, recorded a decrease in exports of 22.6%. Imports recorded a
decline, first of all, due to the lower value of imported energy products. The
reason was a drop in the prices of energy products compared to 2022.
Additionally, the import of raw materials and equipment recorded a decrease
of 11.4% and 6.7%, respectively, thereby determining the overall decline in
import activity. On the other hand, consumer goods positively contributed
to the growth of total imports, with a growth rate of 5.3%.
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Serbia’s deficit expressed in dollars amounts to USD 8.902 billion (of
which 2/5 refers to the deficit in energy exchange), representing a decrease
of 26.4% compared to the same period of the previous year. The coverage
of imports by exports was 77.7%, which is higher than in the same period of
the previous year when it was 70.6%. The decrease in the negative balance
of foreign trade goods exchange compared to 2022 is, above all, the result
of higher exports of machinery and electricity, as well as significantly lower
imports of energy sources.

In the structure of exports by product purpose (predominance principle),
reproduction products are the most represented with 61.7% (USD 19.092
billion), followed by consumer goods at 25.8% (USD 7.995 billion) and
equipment at 12.4% (USD 3.845 billion), and the rest refers to unclassified
goods (USD 1.2 million).

In the list of the top five exported products, on the first place is the export
of sets of conductors for aircraft, vehicles, and ships (USD 121 million); on the
second place is the export of copper ore and concentrates (USD 98 million);
on the third place is the export of electricity with USD 89 million, followed by
the export of corn with USD 53 million; and on the last place is the export of
refined copper with USD 41 million.

From all sectors of the activity classification, the manufacturing industry
sector has the largest share of total merchandise exports (86.2%). Last year,
it achieved cumulative export growth of 5.4% compared to 2022. The mining
sector, with a share of 5.1% in total exports, recorded a cumulative drop in
exports of 191%. The electricity, gas, steam, and air conditioning supply sector
achieved a cumulative export growth of 48.8%. The areas with the highest
export value in the manufacturing industry sector, i.e., the largest share, are
the production of electrical equipment (with more than a third of the exports
of this area going to the German market), production of motor vehicles and
trailers (and here Germany is the most important export destination),
production of food products, production of rubber and plastic products,
production of unmentioned machines and equipment, and production of
basic metals.

The following companies have been on the list of the 15 largest exporters
for years, a third of which are Chinese-owned: Serbia Zijin Mining d.o.o., Serbia
Zijin Bor Copper, HBIS Group Serbia Iron & Steel d.o.0., ZF Serbia d.o.o., Leoni
Wiring Systems Southeast, Tigar Tyers, Drustvo za trgovinu Robert Bosch,

474



Harvesting the winds of change: China and the global actors

HENKEL Srbija, YURA Corporation, Naftna Industrija Srbije, HEMOFARM, SCM
Power d.0.0., Philip Morris Operations, MINTH Automotive Europe d.o.0., and
Gorenje. The total export value of these 15 companies, in the majority foreign
ownership, makes up a quarter of the total exports of goods.

In the structure of imports by product purpose, reproduction products
are the most represented, 55.5% (22.115 billion USD), followed by consumer
goods, 19.8% (7.884 billion USD), and equipment, 12.1% (4.835 billion USD).
Unclassified goods by purpose amount to 12.6% (USD 5.002 billion).

The list of the top five products in imports shows that crude oil (USD 207
million) is our first import product, while the second most important import
is natural gas (USD 168 million). In third place is the import of drugs for retail
sale (USD 112 million), followed by the import of electricity (USD 61 million).
The last place is occupied by the import of gas oils, with USD 50 million.

For the first six months of 2024, Serbia’s total foreign trade in goods was
USD 36,228.7 billion, representing a growth of 0.9% compared to the same
period of the previous year. Goods worth USD 15,799.4 billion were exported,
and goods worth USD 20,429.3 billion were imported. The deficit amounts
to USD 4629.9 million, representing a growth of 5.6% compared to the same
period of the previous year. The coverage of imports by exports is 77.3%, less
than the coverage in the same period of the previous year when it was 78.2%.

FOREIGN TRADE AGREEMENTS OF SERBIA

After 2000, Serbia concluded two important agreements (2000 and 2009)
with the EU, which significantly improved mutual foreign trade. With the entry
into force of the Stabilisation and Association Agreement in 2013, the creation
of a free trade zone started for a transitional period of six years. In the
meantime, Serbia signed the CEFTA as well as a free trade agreement with
the European Free Trade Association (EFTA) and the Eurasian Economic
Union. Besides, bilateral agreements were concluded with the following
countries: Russia (2000), Belarus (2009), Kazakhstan (2010), Turkey (2010),
China (2023), and Egypt (2024). Serbia expects to sign an agreement with the
United Arab Emirates by the end of 2024.

The Agreement on Free Trade with Russia was signed on August 28, 2000.
It was the first significant agreement because, at that time, Russia was Serbia’s
third most important foreign trade partner. The agreement stipulates that for
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goods originating from Serbia (proof that they have more than 50% content
from Serbia), customs duties are not paid when these goods are intended for
the Russian market, unless they are exempted from the free trade regime.
Besides export promotion, this agreement is also important for attracting
foreign direct investments. At the time the agreement was concluded, Serbia
was the only country in the world that had a free trade agreement with Russia,
apart from the former Soviet republics. Accordingly, among the ten most
important exporters from Serbia to Russia, nine are corporations owned by
foreign investors. Even though there was a significant increase in trade between
Serbia and Russia, their share in total trade decreased. In fact, in the first 13
years of the agreement implementation, significant growth rates were recorded.
However, later, mutual trade exchange stagnated. The reason for this is, first of
all, the sanctions of Western countries against Russia and, then, a drop in energy
prices and the devaluation of the Russian rouble, which reduced the demand
for Serbian products. In addition, the structure of the exchange is also
unfavourable because more than half of Serbian exports are made up of
resources and primary products (significantly more than the total exports of
Serbia), and the structure of imports from Russia is dominated by energy
products (oil, oil derivatives, and gas) and, to a lesser extent, fertilisers, yarns,
fabrics, and textile products, as well as non-ferrous metals (Nikoli¢, 2021).

A Free Trade Agreement with the Republic of Belarus (Belarus) was signed
on March 31, 2009, and with the Republic of Kazakhstan (Kazakhstan) on
October 7, 2010. In order to harmonise the trade regime between Serbia and
the member states of the Customs Union of the Republic of Belarus, the
Republic of Kazakhstan, and the Russian Federation, the Government of the
Republic of Serbia and the Government of the Republic of Belarus signed the
Protocol on Amendments to the Free Trade Agreement on June 15, 2011.
The Protocol provides a list of products exempt from the free trade regime
so that customs duties or quotas are applied to them (when the quotas are
met, customs duties are paid). However, the problem is that the exempted
products are usually those that the parties could export in significant
amounts. Thus, customs duty is paid on excise goods (alcohol and cigarettes),
cotton fabrics, white goods, and passenger cars. In addition, there is also a
rule on determining the country of origin of the goods. The goods will be
considered to originate from Serbia if they were obtained there and materials
were used from Serbia, Kazakhstan, Belarus, and Russia. In that case, they do
not have to undergo sufficient treatment or processing.
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Relying on the previously signed agreements with Russia, Belarus, and
Kazakhstan, on October 25, 2019, Serbia signed the Free Trade Agreement
with the Eurasian Economic Union (Russia, Belarus, Kazakhstan, the Kyrgyz
Republic, and the Republic of Armenia), which was implemented in July 2021
(Popovié Petrovi¢, Spiri¢, 2022). Bearing in mind the limitations of the previous
agreements with these countries, this agreement significantly expanded the
list of goods exported without import duties (as much as 99% of goods from
the Customs Tariff), as well as maintaining preferential treatment when
exporting to the Russian market. Although for Serbia this agreement may be
the most significant for the export of agricultural products and products from
the food industry, in addition to the free trade regime, some new
opportunities for cooperation should also be considered that would enable
the countries to have investment cooperation (Dragneva, Hartwell, 2021;
Maksakova, Gaji¢, 2021; Maksakova, 2018) and the possibility of entering the
markets of both the European and Asian regions, as well as attracting
investments and mobilising funds for financing infrastructure projects
(Filipovi¢, Ignjatovi¢, 2024).

The CEFTA Agreement was signed on December 19, 2006, and entered
into force upon ratification on September 24, 2007. All signatories of the
CEFTA Agreement (Albania, Bosnia and Herzegovina, Montenegro, North
Macedonia, Moldova, and UNMIK on behalf of Kosovo?) started implementing
the Agreement on November 22, 2007. The CEFTA Agreement replaced the
32 previously signed bilateral agreements on free trade in the region of
Southeast Europe, which were in force since 2001. Although the agreement
affected the growth of mutual trade, the achieved results are far from
necessary and desirable due to several problems (Jovovi¢, 2024). The effects
on economic growth are also questionable. Thus, in empirical research using
an estimation of a Cobb-Douglas production function, Vujanovi¢ (2023) found
CEFTA’s positive effect on economic growth, while Pistikou (2023) showed
that there was not a significant change in growth rates. However, GDP per
capita increased. The agreement envisages the liberalisation of public
procurement, the attraction of investments to the signatory countries, and
the increasing chance to enter the European markets with preferential

L All references to Kosovo in this document should be understood in the context of United
Security Council resolution 1244 (1999).
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treatment. CEFTA enables the cumulation of the origin of goods from several
countries in the region, which will have the status of domestic origin. This
agreement provides for the cumulation of origin outside the CEFTA zone with
EU countries, EFTA (Iceland, Norway, Switzerland, and Liechtenstein), and
Turkey, if each CEFTA country has concluded agreements with them based
on pan-European rules and protocols that allow cumulation.

The Free Trade Agreement with the Republic of Turkey (Turkey) was
signed on June 1, 2009, and has been in force since September 1, 2010. The
agreement includes a special regime for agriculture, the textile industry sector,
and ferrous and non-ferrous metallurgy. Therefore, higher import rates of
those products from Turkey will be maintained, and Serbia will have an
opportunity to immediately export its goods without customs duties for all
industrial products. Liberalisation on the Serbian side will be phased, while
full liberalisation for all industrial products was achieved in 2015. For
agricultural products, a gradual liberalisation was introduced; for a limited list
of agricultural products, customs quotas were approved, while for all other
agricultural products, not listed in that Annex, the customs (and other
customs duties) are fully applied.

The SAA and the accompanying Transitional Trade Agreement were signed
on April 29, 2008, and entered into force on September 1, 2013. With the
entry into force of the SAA, the creation of a free trade zone between Serbia
and the EU began in the transitional period of six years. In the context of
negotiations on accession to the EU, Serbia undertook to withdraw from all
bilateral free trade agreements on the day of accession to the EU, and this is
a general rule that applies to all candidate countries that wish to join the EU.
Therefore, Serbia can enter trade agreements with other countries or
organisations before joining the EU, provided they do not conflict with the
SAA. If Serbia becomes a member of the EU, it will have to terminate all its
free trade agreements with third countries, as it will join the agreements the
EU has signed with them. With the entry into force of the SAA, provisions
contributing to the free movement of capital, public procurement,
standardisation, and the right to establish and provide services came into
force. In this way, a clearer and safer framework for investors is introduced,
which should contribute to attracting investments and further improving
standards and transparency in business (Ristanovic et. al., 2020).

478



Harvesting the winds of change: China and the global actors

Serbia and the EU foreign trade exchange has evolved significantly since
the SAA entered into force in 2013. The two previous agreements from 2000
and 2009 contributed greatly to the growth of mutual foreign trade exchange.
First, in 2000, the EU abolished the payment of customs duties on all industrial
and agricultural products (except for a small number of agricultural products
protected by preferential tariff quotas, e.g., sugar, beef, wine, and several
types of fish) exported from Serbia to the EU. The application of autonomous
trade measures represented the most extensive system of trade preferences
that the EU has ever granted to a country or a group of countries. Second,
since 2009, Serbia has independently initiated the implementation of the
trade part of the SAA (the so-called Transitional Agreement), which included
a predictable six-year liberalisation plan, i.e., the reduction of duties on the
import of industrial and agricultural products. At the same time, equal rules
were gradually introduced on the market through the application of a
predictable customs regime, the fight against monopolies, rules for the
control of state aid, and the regime of intellectual and industrial property
protection. Although the most sensitive agricultural products (all types of
meat, yoghurt, butter, certain types of cheese, honey, some types of
vegetables, and flour) will remain protected by the payment of customs duties
until Serbia enters the EU, liberalisation has positive effects on the
intensification of foreign trade as well as on the increase of the revealed
comparative advantages of the agrifood sector in the world market (Matkovski
et al., 2017; Jankowska, 2021).

With the entry into force of these agreements, Serbia undertook to
gradually abolish customs duties on the import of goods originating from the
EU, and the EU confirmed free access to its market for the goods from Serbia.
The transitional trade agreement envisages the gradual establishment of free
trade in industrial and agricultural products in the first six years after 2013.
Three groups of industrial products have been defined according to sensitivity,
for which liberalisation will be achieved after two, five, and six years,
respectively. For products not on these lists, customs duties will be abolished
at the moment of entry into force of the agreement. It is ensured that key
sectors of the domestic industry (such as automobiles, toys, footwear,
ceramics, etc.) remain at a high level of protection during the transition period
of five and six years. In the first year of implementation of the agreement,
customs duties on raw materials were reduced to 70% compared to the
previous year. For products with higher stages of processing, customs duties

479



| Belgrade, October 10-11

were reduced to 80% and 85% of the customs rate in 2008. Customs duties
on live animals for breeding were abolished and on some agricultural products
not produced in Serbia, such as tropical fruits, spices, and some types of seed
goods. Anyhow, customs duties on these products have been symbolically
low until now. The abolition of customs duties for agricultural products,
processed agricultural products, fish, and fish products will also be achieved
gradually during a transitional period of six years, while maintaining customs
protection for certain products (about 20% of products) and after the
transitional period. It was agreed that sensitive products such as meat, milk,
and grain would remain at a high level of protection during the five-year
transition period. Retention of seasonal protection is ensured for a number
of sensitive products, fruits, and vegetables, such as tomatoes, peppers,
plums, and apples.

The Agreement on Partnership, Trade, and Cooperation between the
Republic of Serbia and the United Kingdom of Great Britain and Northern
Ireland was signed on April 16 and began to be applied on May 20, 2021. This
agreement was signed because the previous mutual trade agreement ceased
to exist after the withdrawal of Great Britain from the EU. Hence, this agreement
is based on the provisions of the Stabilisation and Association Agreement.

On December 17, 2009, Serbia signed a free trade agreement with the
member countries of the European Free Trade Association (EFTA). Due to a
specific ratification procedure, the agreement implementation began on
October 1, 2010, with Switzerland and Liechtenstein, on June 1, 2011, with
Norway, and since October 2011 with Iceland. Serbia has individually
concluded with each EFTA member state (Switzerland, Liechtenstein, Norway,
and Iceland) special bilateral agreements on trade in agricultural products,
which form an integral part of the agreement. Industrial products of Serbian
preferential origin can be imported into Switzerland without customs duties.
When importing industrial products of Swiss preferential origin into Serbia,
customs duties are also not charged, except for exempted products and those
for which phased reductions are prescribed. Cumulation of origin is currently
possible between Serbia, Switzerland, Liechtenstein, and Norway. Due to the
absence of identical protocols on the origin of goods, cumulation of origin
with European materials is not allowed when it comes to preferential export
to Switzerland, Liechtenstein, Norway, and Iceland, and vice versa.
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The Free Trade Agreement between the Republic of Serbia and the
People’s Republic of China was signed on October 17, 2023, and entered into
force on July 1, 2024. Apart from Serbia, only two European countries,
Switzerland and Iceland, signed the Free Trade Agreement with China in 2014.
The Agreement covers nearly 20,000 types of goods, of which customs duties
were abolished on 60% of goods immediately after the agreement entered
into force (fresh fruits and vegetables, meat, beef skin, pharmaceutical
products, and products of the chemical and mechanical industry); customs
duties on 30% of products will be gradually abolished every year (e.g., the
current customs duty of 42% for wines will be gradually abolished in the next
five years and for brandy in the next 10 years). For 10% of the most insensitive
agricultural products, the customs duty will be unchanged. 10,412 products
are now exported from Serbia under preferential access and 8,930 from China
to Serbia. Companies that use the benefits provided by the agreement must
prove the rule of domestic origin, i.e., that 50% of the value of each exported
product was produced in the home country. This means that products
assembled only in Serbia could not be exported to China (this was, for
example, the main problem why the Fiat 500 cars produced in Serbia could
not be exported to Russia, even though we have an agreement on free trade).
The agreement should be accompanied by mutual harmonisation and
standardisation of quality. As a result of trade liberalisation, an increase in
Serbian exports and foreign direct investments is expected. It will lead to
diversification, i.e., expansion of the structure of goods for export, as well as
anincrease in the export of products with higher added value (Jovovi¢, 2024;
Jovici¢ et. al., 2020).

The Free Trade Agreement between Serbia and Egypt was signed on July
13, 2024. It will enter into force after ratification in the parliaments. Since Egypt
has free trade agreements with almost all countries on the African continent,
it has the potential to indirectly improve the export of goods to the entire
African continent. The agreement covers 87% of agricultural products, of which
50% are immediately removed from the customs list. Full liberalisation was
achieved for fresh apples, frozen raspberries, cherries, blackberries, blueberries,
and prunes. Serbia mostly sells tobacco, cigarettes, and special industry
products to Egypt. These goods comprise 77% of Serbian exports to this country,
while Serbia mostly buys urea, calcium phosphates, and salt from Egypt. In the
previous ten years, Serbia’s trade with Egypt was modest (from USD 50 to USD
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115 million). Thus, it is expected that the agreement will contribute to the trade
increment, primarily in agricultural products.

THE MOST IMPORTANT FOREIGN TRADE PARTNERS OF SERBIA

Serbia’s foreign trade in goods is the largest with countries with which
Serbia has signed free trade agreements. Considering the regional trade
agreements, the highest share in Serbian total exportsin 2023 belongs to the
EU member states (63.4%), in second place are countries of the CEFTA
agreement (15.4%), and the third place belongs to signatory countries of the
Eurasian Economic Union (4.7%). On the imports side, the highest share in
total imports comes from the EU (57.1%), followed by the Eurasian Economic
Union, where the most important import partner is Russia (5.5%). The
countries signatories to the CEFTA agreement make up only 4.5% of total
imports. Unlike the EU and the signatories of the Eurasian Economic Union,
Serbia and the signatories of the CEFTA agreement traditionally have a
surplus, which is mainly the result of exports of electricity, grains and their
products, oil and oil derivatives, beverages, and road vehicles. The coverage
of imports by exports is as much as 291.3% (Filipovi¢, Ignjatovi¢, 2023).

Figure 2. Serbian export, import and deficit with the EU and China
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According to data for 2023, the ten most important export markets for
Serbia were: Germany (15.2% of total Serbian exports), Bosnia and
Herzegovina (6.9%), Italy (6.2%), Hungary (5.5%), Romania (5%), Montenegro
(4.3%), Russia (3.9%), the Czech Republic (3.8%), China (3.8%), and Croatia
(3.6%). Analysing the entire period 2013-2023 (Figure 3), it is illustrative that
the relative importance of export markets has changed with time. Thus, Italy
was the most important export market at the beginning of the observation
period, and today it is the third (Germany became the most important export
market in 2019). In the beginning, Russia was the fourth most important
export market, and today it is in seventh place and has an almost identical
share in Serbian exports as the Czech Republic. Likewise, China entered the
list of the ten most important export markets in 2021 due to the export of
raw copper ore, which has recorded growth since 2019.

Figure 3. Share in value in Serbia’s export by partners, in %
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Source: based on Trade map data.

According to data for 2023, ten countries from which Serbia imported the
most goods were: Germany (15.2% of total Serbian exports), China (6.9%),
ltaly (6.2%), Turkey (5.5%), Russia (5%), Hungary (4.3%), Poland (3.9%),
Romania (3.8%), France (3.8%), and Austria (3.6%). At the beginning of the
observation period (Figure 4), the largest import trade partners were ltaly,
followed by Germany, Russia, and China. In the meantime, imports from Italy
and Russia decreased, while imports from China increased. In 2022, imports
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from China overtook the value of Germany’s share. Likewise, a gradual
increase in imports from Turkey is noticeable.

Figure 4. Share in value in Serbia’s import by partners, in %
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Source: based on Trade map data.

According to the volume of foreign trade, Germany is the most important
foreign trade partner of Serbia (13% of the total foreign trade), followed by
China (8.8%), and Italy (8.4%) (Table 2).

According to Trade map data for 2023, the total foreign trade exchange
with Germany amounted to USD 9,903 billion, and the level of trade deficit
was only USD 534 thousand. The total export of goods to Germany amounted
to USD 4,699 billion, and the value of imported goods was USD 5,204 billion,
so the coverage of imports by exports amounted to 90.2%. The leading export
products (product cluster at four digits) of Serbia to Germany are insulated
wire, cables, and other insulated electric conductors (13.7%), electric motors
and generators (11%), parts suitable for use solely or principally with electric
motors and generators, electric generating sets, and rotary converters (7.5%).
The following categories of products were mostly imported from Germany:
commodities not elsewhere specified (21%), electrical machinery and
equipment and parts thereof; sound recorders and reproducers and television

484



Harvesting the winds of change: China and the global actors

(15.6%), nuclear reactors, boilers, machinery, and mechanical appliances
(15.5%), and vehicles (11.7%).

The total foreign trade exchange with China was USD 5,960 billion, and the
trade deficit was USD 3,641 billion. The total export of goods to China was USD
1.23 billion, and the import was USD 4.86 billion, so the coverage of imports by
exports amounted to only 25.4%. The leading export products of Serbia in the
same period were copper ores and concentrates (68%) and cathodes and
sections of cathodes from refined copper (24%). The leading imported products
from China were so-called unclassified goods, followed by smartphones.

Compared to 2013, exports to China increased 127 times (USD 1.2 billion,
or 3.8% of Serbia’s total exports). The reason for this is the increase in copper
ore exports after the privatisation of RTB Bor and investments in copper mines
by the Chinese company. Last year, USD 913 million worth of copper ores and
concentrates were exported to China, and almost USD 133 million of refined
copper products, which means that around 90% of exports from Serbia to China
originate from Bor. The rest of the exports also refer to raw materials. The export
of wood was about USD 38 million. Among the 10 most important export
products, only one is food—frozen boneless beef, whose export compared to
the previous year increased by almost 2.5 times to about USD 12 million.

Although exports to China have grown significantly based on exports of
raw materials, imports in absolute terms have grown even more, from USD
1.5 billion in 2013 to USD 4.8 billion in 2023 (a record of USD 5.5 billion in
2022). Hence the double deficit (from USD 1.5 billion to USD 3.6 billion)
creates additional pressure after the signing of the Agreement on Foreign
Trade because the export structure is dominated by raw materials, where
90% of them are from RTB Bor. On the import side, Serbia imports USD 4.8
billion of telecommunication, computer, medical, military, and other
equipment. Therefore, the duty-free regime will favour, first of all, Chinese
companies, which will be given the complete Serbian market. Hence it can
be concluded that the Free Trade Agreement, although seen as a positive
turn of events in the Serbian economy, can be qualified as such only if it is
used to enhance Serbian export trade volume and structure and additionally
decrease the trade deficit with China (Zakic et al., 2024).

In 2023, the total foreign trade exchange with Italy amounted to USD
5,015 billion, and the trade deficit was USD 982 thousand. Total merchandise
exports to Italy amounted to USD 2,218 billion, while USD 2,897 billion of
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goods were imported; therefore, the coverage of imports by exports was
73.1%. The most exported goods to Italy were: articles of apparel and clothing
accessories, knitted or crocheted (10.4%), footwear, gaiters, and the like; parts
of such articles (8.7%), electrical machinery and equipment and parts thereof;
and sound recorders and reproducers, television image and sound recorders
and reproducers, and parts and accessories of such articles (8%). The
following categories of products were mostly imported from Italy:
commodities not elsewhere specified (14%), nuclear reactors, boilers,

machinery, and mechanical appliances and parts thereof (12%), and plastics
and articles thereof (7.6%).

Table 2. Selected indicators of foreign trade with three lead partners

Value of Growth in Growth in
; Trade .| exported o
foreign Export | Sharein Sharein | imported
. balance T, value -
trade in Import | Serbia’s Serbia’s value
. 12023, USD ) between | .
2023, bil thousand ratio export, % )019-23 % import, % | between
usD 0a ° 2019-23, %
Germany| 9.903 | -534,733 90.2 15.2 19 13.1 11
China 5960 |-3,641,795| 24.1 3.8 46 12.1 -7
Italy 5.015 | -982,402 73.1 6.2 2 7.3 7

Source: Trade map data.

CONCLUSION

Generally speaking, any free trade agreement will improve mutual trade;
however, it usually brings greater advantages to a more developed country.
Accordingly, the Free Trade Agreement with the EU was signed in 2008,
hoping Serbia would soon become part of the EU. However, while the EU
accession is being postponed, goods from the EU are imported without

customs duties, so non-competitive domestic companies cannot survive on
the market.

Serbia’s foreign trade in goods is the largest with countries with which
Serbia has signed free trade agreements. The most important foreign trade
partners on the export side are the countries of the EU, with a share of 63.4%
of total Serbian exports. The second place belongs to the countries of the
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CEFTA agreement (15.4%), with which Serbia realises a surplus in trade. On
the import side, the highest import ratio is with Germany, China, and Italy.
While the export-import ratio with Germany and Italy is 90.2% and 73.1%,
respectively, the ratio with China is only 24.1%.

The previous trade exchange with China was asymmetric to the detriment
of Serbia, which had a growing trade deficit. Although it is pointed out that
Serbia, along with Switzerland and Iceland, is the only European country that
has a free trade agreement with China, it should be noted that both of these
countries, thanks to their high standards, have protected domestic
businesses. Besides, there are no trade or investment treaties between the
EU and China. Moreover, its trade relations have become increasingly complex
these days. Even though they reached the Comprehensive Agreement on
Investment in principle in late 2020, it has not yet been signed.

It remains to be seen whether the agreement with China will benefit the
Serbian economy. First, the public mostly points to the benefits of exporting
agricultural and food products. However, there is the question of Serbia’s
potential to export these products to China in the required quantity and
quality. China has satisfying natural and climatic conditions for its domestic
demand for agricultural and food products. On the other hand, the
geographical distance, high transport costs, specific tastes, and the existing
market connection are unfavourable for Serbian exporters of agricultural and
food products. Second, it is also questionable whether domestic products are
competitive enough for the Chinese market, with a large variety of products
whose production is based on mass production, providing them price
competitiveness. Third, Serbia has been facing the problem of excessive
import of goods from China for years (especially finished textile products,
clothing and footwear, rubber and plastic products, agricultural machinery,
waggons, boilers, stoves, etc.), so the question arises whether it can reach
certain agreements on the protection of domestic producers. Fourth, the
agreement can be a motive for attracting foreign direct investments, and the
current list of the largest exporters from Serbia indicates that foreign
companies, primarily from China, can benefit from this agreement. Finally,
China is the first in the world in terms of a large number of various and at first
glance invisible non-customs barriers (quotas, certificates, slow customs
procedures, and different packaging and markings they require).
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On the other hand, although the EU is Serbia’s most important foreign
trade partner, there is plenty of room to improve trade in goods. First, it is in
Serbia’s interest to increase exports, especially of products with higher added
value. In this sense, it is necessary to attract foreign direct investments in
several stages of technological production to improve the standardisation and
harmonisation of regulations, shorten the waiting time at the borders, and
increase the involvement of domestic companies in global supply chains.
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