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MENA

The European Union and the
MENA countries: fostering North-
South economic integration

BY SANDOR RICHTER

Free Trade Agreements of the EU with the
MENA countries and Israel

The Euro-Mediterranean partnership gained mo-
mentum in 1995 with the ‘Barcelona declaration’
when the establishment of a common area of
peace, stability and shared prosperity in the Euro-
Mediterranean area was set out as the goal of the
involved countries. The next stage of the coopera-
tion began with the start of the European
Neighbourhood Policy (ENP). The third stage was
launched with the announcement of setting up a
'‘Union for the Mediterranean'. Fostering trade has
always been a key component of the partnership.
Here the new goal set is the creation of a deep
Euro-Mediterranean Free Trade Area, aimed at a
substantial liberalization of trade both between the
EU and the Southern Mediterranean countries
(North-South), and among the Southern Mediterra-
nean countries themselves (South-South).

The main regional forum is the Union for the Medi-
terranean (UfM). Nevertheless, in practical terms
bilateral relations play a decisive role in coopera-

tion. Accordingly, EU-Southern Mediterranean
relations are currently organized mainly through the
bilateral Euro-Mediterranean Association Agree-
ments. Apart from Syria, every Mediterranean
country that belonged to the Euro-Mediterranean
Partnership (now integrated into the Union for the
Mediterranean) has concluded Association Agree-
ments with the EU. Libya is part of the Union for the
Mediterranean, but was not a member of the Euro-
Mediterranean Partnership: negotiations are cur-
rently running on a Framework Agreement between
the European Union and Libya.

The Association Agreements cover principally trade
in goods. Complementary stipulations are being
negotiated to open up additional agricultural trade,
and liberalize trade in services and investment. A
further goal is the establishment of bilateral conflict
resolution mechanisms for trade issues. The latest
chapter in the Euro-Med cooperation was opened on
14 December 2011. The EU Foreign Affairs Council
authorized the European Commission to open a
new round of trade negotiations with Egypt, Jordan,
Morocco and Tunisia. The Commission’s mandate is
to start negotiations to establish deep and compre-
hensive free trade areas (DCFTAs). Compared to
the current trade relations between the EU and
these countries, the DCFTAs will go beyond remov-
ing only tariffs to cover all regulatory issues relevant
to trade, such as investment protection and public
procurement.

Euromed bilateral Association Agreements*

Table 1

Country Status

Algeria Signed

Egypt Signed

Israel Signed

Jordan Signed

Lebanon Signed

Morocco Signed

Palestinian Authority Signed

Syria Initialled (Dec. 2008)
Tunisia Signed

Turkey Customs Union January 1996

Date signed Entry into Force
April 2002 September 2005

June 2001 June 2004
November 1995 June 2000
November 1997 May 2002
June 2002 April 2006
February 1996 March 2000
February 1997 Int. Agr. July 1997
July 1995 March 1998
Customs Union December 1995

Source:http://ec.europa.eu/trade/creating-opportunities/bilateral-relations/regions/euromed/index_en.htm, downloaded on 16 February 2012.
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Egypt, Jordan, Morocco and Tunisia are WTO
members and have already been implementing free
trade areas with the EU through the Euro-
Mediterranean Association Agreements in the past
several years. These agreements, which cover
essentially trade in goods, are being or have been
complemented with a number of additional negotia-
tions in the areas of liberalization of agricultural,
processed agricultural or fisheries products, liberali-
zation of trade in services, establishing bilateral
dispute settlement mechanisms for trade matters
and conformity assessment and acceptance of
industrial products. Relying on the already achieved
progress, the main objective of the future negotia-
tions of deep and comprehensive free trade areas is
the progressive integration of the economies of
these partners into the EU single market. The future
deep and comprehensive free trade areas will be
part of the existing Euro-Mediterranean Association
Agreements, and will cover the full range of regula-
tory areas of mutual interest, such as trade facilita-
tion, technical barriers to trade, sanitary and phyto-
sanitary measures, investment protection, public
procurement and competition policy. The different
economic development and regulatory priorities of
the Southern Mediterranean partners will be taken
into account during the negotiations. The EU will
also support capacity building linked to the negotia-
tion and implementation of future commitments
undertaken by the countries involved in the deep
and comprehensive free trade areas. In the context
of these negotiations, the EU intends to pay particu-
lar attention to measures which can enhance re-
gional economic integration, in particular the proc-
ess launched in the framework of the Agadir
Agreement, a free trade agreement between Egypt,
Jordan, Morocco and Tunisia.

The commitment of each of the four partner coun-
tries to implement far-reaching regulatory approxi-
mation and their interests and priorities in the future
negotiations will be assessed on a case-by-case
basis during a thorough preparatory process which
is planned to be launched in early 2012. The nego-
tiations will be coupled with progress of reforms in
these countries. The EU’s approach will be based,
as emphasized by the Commissioner for Enlarge-

ment and European Neighbourhood Policy, on the
principle of ‘more for more’: greater access to the
EU market will be made available to countries en-
gaged in genuine political reforms.

Main areas influenced by the Euromed Associa-
tion Agreements

Trade and growth

Some observers have raised the question whether
the current Association Agreements (AA) are foster-
ing economic growth." The main line of their argu-
mentation is that trade agreements with many and
substantial exemptions provide for few dynamic
gains. Export benefits cannot be realized as the AAs
exclude agricultural and textile products, both being
of vital importance for the MENA countries. The
combined effect of reducing tariffs on manufactured
products and parallel to this omitting agriculture will
hinder MENA countries to exploit their comparative
advantages in agriculture. Further, European busi-
nesses criticize that the UfM is too much focused on
the input side instead of growth generating projects.
They advocate greater involvement of the private
sector in the framing of the UfM priorities.

Trade in agricultural products

The fact that only a small part of agricultural goods
is covered by the AAs puts a brake on inward FDI
in agriculture, though the sector’s contribution to
GDP production is relatively high (over 10%) in
many countries of the MENA region. The situation
reflects the defensive attitude of the EU, as signifi-
cant liberalization in agricultural trade would in-
crease competitive pressure on agricultural pro-
ducers in Southern Europe whose supply is largely
overlapping with that of the MENA countries.

Services

Further liberalization of trade in services is proposed
by observers. Both the EU and the MENA countries
are thought to benefit from that. The EU’s share in
the total export of services to the Mediterranean
countries was only 18% in 2000 while in exports of

' Eurochambres (2011).
Business Europe (2010).
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goods this share was much higher, 78%. The differ-
ence hints at a potential for increase in services
trade. Liberalization of IT services has been lagging
behind in the MENA countries. That prevents them
from exploiting comparative advantages such as
cultural and geographical proximity to Europe or a
young educated workforce through participating in
the ever increasing outsourcing of traditional IT jobs
in Europe. While tourism is the most liberalized ser-
vices sector in the MENA region, there is still room
for further progress in this segment, including the
development of infrastructure and liberalization of air
transport. Business Europe stresses that service
liberalization is a top priority for the firms exporting to
the MENA region. There is a demand for reforms in
order to facilitate and safeguard investment and to
assure legal certainty.

Rules of origin

In the context of the Pan-European-Mediterranean
system, diagonal cumulation means that products
that have obtained originating status in one of the
42 countries® may be added to products originating
in any other one of the 42 countries without losing
their originating status within the Pan-Euro-Med
zone. In the Pan-Euro-Med zone, the possibility to
cumulate origin diagonally is based on the 'variable
geometry' rule. It means that participants of the
Pan-Euro-Med zone can only cumulate originating
status of goods if the free trade agreements includ-
ing a Pan-Euro-Med origin protocol are applicable
between them. Consequently, a country of the
zone which is not linked by free trade agreements
with the others finds itself outside of the cumula-
tion's benefits. The matrix indicating the protocols
that are applicable between the various partner
countries is published in the EU Official Journal and
is regularly updated.*

In parallel, full cumulation is currently operated by
the European Economic Area (EEA, comprising the

¥ The 42 countries are the EU, the EEA/EFTA countries, and
the signatories of the Barcelona Declaration (Algeria, Egypt,
Israel, Jordan, Lebanon, Morocco, Syria, Tunisia, the Pales-
tinian Authority, and Turkey).

European Commission (2012).

Community, Iceland, Liechtenstein and Norway)
and between the EU and Algeria, Morocco and
Tunisia. These countries apply full cumulation be-
tween themselves while diagonal cumulation with
the other pan-Euro-Med countries.

According to the results of a computable general
equilibrium modelling exercise, the effects of a com-
pleted Pan-Euro-Med cumulation of origin would
likely be significant and positive. Coupled with capi-
tal mobility, in the cases of Egypt, Israel, Morocco
and Tunisia it is estimated to increase manufacturing
production from 2% to 12%, and welfare would be
raised by 0.6% to 1% relative to GDP.®

Practical problems in Euromed trade relations
impeding competitiveness

Barriers at the borders

Customs clearance in MENA lasts generally long.
According to a survey among companies importing
to eight Arab countries, the average time required
to release imported goods amounts to 2 to 5 days
in air freight, 2 to 10 days in sea shipment and 1 to
3 days in road shipment. This is extremely long
relative to benchmark values. Additionally, 10 to 20
signatures are needed to clear goods (air freight).

The complex system of rules of origin impedes
trade in the region. Various inconsistent provisions
result in high transaction costs for businesses.
These complicated rules also diminish the attrac-
tiveness of the MENA countries for inward FDI.

Public procurement

Only Israel is a signatory of the Government Pro-
curement Agreement (GPA) in the WTO; Jordan is
in the negotiating phase, while some countries
such as Egypt, Morocco and Tunisia have no inten-
tion to join. Accordingly, discrimination in public
procurement procedures is widespread in the
MENA region. National companies often enjoy
price preferences and thus get into better positions
in competition with foreign bidders. Also lack of
transparency is reported as a general problem.

®  Augier et al. (2006).
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Technical barriers

In cooperation the aim is to conclude bilateral
agreements on Conformity Assessment and Ac-
ceptance of Industrial Products (ACAA) with ap-
proximation of the partner countries’ regulations.

The existing AAs have been criticized for lack of
ambition in the field of technical regulations and
conformity assessment systems. Compared to the
EU-CEE Association Agreements (in force from the
early 1990s up to the 2004 and 2007 EU enlarge-
ments) the current Euromed AAs were found less
determined.

Sanitary and phytosanitary (SPS) measures

Export of European food is impeded by compli-
cated SPS measures which vary between different
countries and concerns are raised whether national
treatment of similar products can be assured.

Protection of intellectual property rights

Protection of intellectual property rights is unsatis-
factory in the MENA region. Though most countries
have adequate legislation, the real problem is inef-
ficient enforcement. Counterfeiting of products,
infringements of trademark rights and piracy has
been found to be widespread. Trademark protec-
tion is an important problem for the IT sector as
well as for textile and industrial design.

Administration and corruption

A weak legal systems and deficiencies in the busi-
ness climate have been identified among the most
relevant obstacles of exports and investment. Poor
results with regard to corruption are indicating a
major problem spoiling the business climate in the
MENA region.®

State intervention

State interventions negatively affect business in
MENA. Production controlled by the state is signifi-
cant, amounting to 30% of the GDP in Egypt and
Tunisia. In Algeria this share is close to 60%. The
Euromed AAs do not include a definition of state

Transparency International 2010.

monopoly. Though the final goal would be the ad-
aptation of MENA legislations to the acquis com-
munautaire, this is still very far from everyday real-
ity. One widespread form of state intervention is
price control, as price ceilings are often important
means of social policy. This may be a problem for
foreign companies in these countries in cases
where price ceilings are inadequately adjusted to
inflation. In some MENA countries there are restric-
tions on foreign ownership of land and real estate.

Competition policy

In general the regulatory framework for competition
policy is weak in the region, in some countries
practically inadequate. The competition policies in
place vary to a large extent by country. Anti-
competitive behaviour is widespread in the MENA,
the enforcement of existing competition regulations
is inefficient. There are numerous exemptions ap-
plied within the competition policies in place with
regard to the large role of the state in the economy
and the extensive use of public aid. The supervis-
ing competition authorities are in many cases not
sufficiently powerful to independently control the
initiation of investigations and enforce the rules, the
institutions in charge are often operating with a low
budget and inadequately trained staff.

Dispute settlement

Unpredictability is an important stumbling block in
Euromed trade relations. This is especially true for
economic transactions with MENA countries not
being a member of the WTO yet. A region-wide
dispute settlement mechanism is an important goal
for the future.
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Europe’s position in trade in
knowledge-intensive business
services

BY JOSEPH FRANCOIS AND OLGA PINDYUK

In the analysis of trade in knowledge-intensive
business services (KIBS), we focus on trade in (1)
services supplied from the territory of one country
into the territory of another and (2) services sup-
plied in the territory of a nation to the consumers of
another nation. The data come from the TSD data-
setl, which contains data on annual bilateral ser-
vices trade flows for 244 reporting countries and
244 partners, for the period of 1995-2008. In total
we have 1,379,363 observations, 8% of observa-
tions are missing values, and 36% of observations
are zero flows.

Knowledge-intensive business services include
computer and information services, research and
development, and other business services® (NACE
classification codes 72, 73 and 74 respectively).
We draw comparisons between old EU member
states (EU-15) and new EU member states (EU-
12), and between both of these and other markets.
We distinguish between extra- and intra-EU trades.
The period of analysis here is 1996-2007.°

Trends in KIBS and technology-intensive
manufacturing trade

Exports of KIBS in all the regions analysed were
dominated by other business services, which ac-
count for about 70% of EU-12 and EU-15 KIBS ex-
ports, and more than 80% of US and Japan exports.
The common trend, though, is a decline of the share

See J. Francois, O. Pindyuk and J. Wérz, ‘Trends in Interna-
tional Trade and FDI in Services: A Global Database of Ser-
vices Trade'. IIDE Discussion Papers, No. 20090802, Au-
gust 2009.

Other business services are mainly comprised of legal,
accounting and management consulting, architectural, engi-
neering and other technical services, market research and
advertising.

1995 and 2008 were not included because oft he insufficient
date coverage.

of other business services in exports: the biggest
decline occurred in the EU-12 — by 23 p.p., the
smallest in the US — by 5 p.p. This is mirrored by
increased export shares for computer and informa-
tion services (apart from the US) and R&D (apart
from the EU-15). The EU-12 had the highest in-
crease in the share of R&D services in KIBS exports
— by 10 p.p. As a result, in 2007, the EU-12 had the
highest share of R&D in their KIBS exports — 10.3%,
while Japan showed the lowest share — 1.7%.

The structure of KIBS imports for the EU-12 and
EU-15 in 2007 was similar to the export structure,
and has gone through similar transformations. The
US, however, has a very different import structure.
The share of other business services in imports for
the US is only 49%; computer and information ser-
vices account for 31%, and R&D for 20%. In addi-
tion, for the US the share of other business ser-
vices decreased by about 41 p.p. during the period
1996-2007. Japan, in contrast, showed a decrease
in the share of computer and information services
in its KIBS imports by 4 p.p. The shares of both
R&D and other business services increased.

The value of KIBS trade is relatively low compared
to technology-intensive merchandise trade in all the
regions. In 2007, the share of KIBS in global ex-
ports of knowledge-intensive business services and
technology-intensive goods was only 14%, which is
about 7 p.p. lower than the share of total services
trade in cross-border trade.

The EU-15 is the major player in the KIBS market —
its share in global KIBS exports is around 50%. In
global imports the share is slightly lower, but the
region still is the key importer. The US has the
second biggest share in KIBS exports (15%), while
India ranks third with a 6% share.

The EU-15 is also the biggest player in the market of
technology-intensive goods (sectors 29-35 in ISIC 3
classification). However, its share is much smaller
compared to the KIBS market — 35% in 2007. The
second biggest exporter at this market is China, the
share of which was 12% in 2007. The US is the third
biggest exporter with an 11% share. The EU-12,
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though having a small share in the market of tech-
nology-intensive goods, has been increasing it quite
fast — from 1% in 1996 to 3.6% in 2007.

The EU-15, the US and India are net exporters of
KIBS, while Japan is a net importer. The EU-12
and China have approximately equal volumes of
exports and imports of KIBS. On the market of
technology-intensive merchandise goods, the
EU-15 preserves its status of a net exporter, Japan
is a net exporter as well, while the US, China and
India are net importers.

Figure 1
Value of KIBS and technology intensive
merchandise exports in 2007, USD billion
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The fastest average annual growth of KIBS exports
was recorded in India — 56%. China showed the
second highest growth rate (20% on average). The
EU-15, the US, and the EU-12 have been increas-
ing their exports of KIBS at approximately the same
average speed (around 13% on average), while
Japan has lagged behind, showing 2% average
annual growth (see Figure 2).

In technology-intensive merchandise exports,
trends were different — here China and the EU-12
are the leaders by growth rate (28% and 24% on
average respectively), while India was third in
terms of growth rate (18%). The EU-15 increased
its exports on average by 8% per year. Japan was
again the laggard with 4% average annual growth,
while the US performed only slightly better with 5%
average annual growth.

The fastest growth of KIBS imports during that
period was observed in India (19% on average per
annum), the EU-15 and the EU-12 (at rates similar
to exports). The US was increasing KIBS imports
the slowest among the six regions, at only 3% per
year. Japan was more active in the KIBS import
market as compared to the export market, with
average annual growth of KIBS imports at 7%.

In technology-intensive merchandise imports
China, India and the EU-12 are again the leaders in
terms of growth with 19-21% average annual
growth rates. In other regions imports were increas-
ing at 5-8% average annual rates.

Figure 2
Average annual growth of exports and imports
of KIBS and technology-intensive manufacturing
trade, 1996-2007, %
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A comparison of KIBS and technology-intensive
merchandise exports dynamics shows that in the
old member states it was KIBS exports which grew
more dynamically than merchandise trade, while in
the EU-12 the situation was the reverse. Similar
trends took place in imports: EU-15 imports of
KIBS grew much faster than technology-intensive
merchandise imports, while in the case of the
EU-12 the opposite was true. This reflects the in-
creased specialization by the EU-12 in technology-
intensive merchandise trade relative to KIBS trade.
However, at individual KIBS there has been quite
heterogeneous dynamics among three KIBS sec-
tors, with the EU-12 significantly outpacing the
EU-15 in terms of growth of computer and informa-
tion services and R&D exports.
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In the US, exports of KIBS were increasing faster
than both technology-intensive merchandise ex-
ports and KIBS imports, while US imports of KIBS
have been growing at a slower pace than technol-
ogy-intensive merchandise imports. This suggests
that the US has been increasing its specialization in
KIBS exports and also its dependency on technol-
ogy-intensive merchandise imports. For Japan the
opposite is true — the country seems to have been
increasing its dependency on KIBS imports, in-
stead raising its specialization in technology-
intensive merchandise exports rather than KIBS.

Trade in individual KIBS

The EU-15 is the biggest exporter concerning all
KIBS components. It accounts for about 50% of
global exports of other business services and com-
puter and information services in 2007, and for
more than 60% of global R&D exports. The EU-12
has a very low share in the global KIBS trade, but it
has been experiencing very fast export growth in
computer and information services and R&D. In
other business services the EU-15 outperforms the
EU-12 in terms of export growth rate. This is con-
sistent with the EU-12 emphasis on merchandise
rather than services trade in the knowledge-
intensive sectors.

In computer and information services, the second
biggest player in the global market is India, with a
21% share in 2007. India has also increased its
exports the fastest — on average by 92% year-on-
year. China, though currently a small player on this
market (3% market share), has been increasing its
exports of computer and information services at the
second highest rate after India (48% average an-
nual growth). The EU-12 was number three in
terms of export growth speed with 31% average
annual growth. The average annual growth of
computer and information services of the EU-15
was at par with the average world one (25%), while
other advanced economies — the US, Canada,
Japan — experienced much slower growth.

The R&D market is dominated by the EU-15 and the
US (the latter had an 18% share of global exports in
2007). It is worth noting that the EU-12 has been

demonstrating the fastest growth of exports in this
sector — on average 46% per annum. On the one
hand, this can be partially explained by the low start-
ing base. On the other hand, currently the share of
the EU-12 in the global R&D market is almost at par
with Canada, which makes it an important player in
the world market. The EU-15, as opposed to the EU-
12, has been experiencing relatively sluggish growth
of R&D exports — on average 8% per annum, which
is lower than the world average. The US outper-
formed the EU-15 by this indicator.

In the market of other business services, the US is
again the second biggest player after the EU-15
(16% market share in 2007). The market share of
the EU-12 (about 3%) is comparable to those of
India, Korea and China. China has been establish-
ing itself as a serious player on the market, demon-
strating the fastest export growth: its annual ex-
ports of other business services rose at an annual
average rate of 52%. India had the second highest
growth rate, 27%. The EU-12, as well as advanced
economies of the EU-15 and the US, showed
moderate growth of exports in this sector — around
10-12% per annum. Japan had the most sluggish
dynamics of other business services exports — less
than 1% average growth per annum.

Figure 3
Average annual growth of exports and imports
of KIBS, 1996-2007, %
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Source: TSD.

The EU-15 is the major importer in all KIBS mar-
kets. The US is the second biggest importer of
computer and information services, while Japan

The Vienna Institute Monthly Report 2012/3



TRADE IN BUSINESS SERVICES

holds the second position as an importer of other
business services.

India has experienced the fastest growth of imports
of computer and information services — 81% on
average. This trend together with extremely fast
growth of exports of this sector reflects the impor-
tance of off-shoring of computer and information
services to India. The EU-12 also increased im-
ports of computer and information services rather
fast — at 30% average annual growth. The US and
the EU-15 had similar average annual rates of
growth for imports — 21% and 25% respectively,
while Japan significantly lagged behind by this
indicator with 4% average annual growth.

Similar trends prevailed on the R&D market — India,
though having a tiny share as an importer, in-
creased imports of these services the fastest (on
average by 170%). The EU-12 was second in
terms of import growth (33%). The EU-15 was in-
creasing R&D imports much more slowly than Ja-
pan or the US — 11% average annual growth ver-
sus 20% and 19% respectively.

In the market of other business services, it was
China and India that increased their imports the
fastest with 60% and 24% average annual growth
respectively. The EU-15 and the EU-12 showed
similar rates of the sector imports growth — 11%
and 10% respectively. Japan had slower imports
growth, at 7% on average per annum, while the US
experienced negative growth of 3% on average per
annum.

When we break down EU exports into extra- and
intra-EU KIBS exports, it appears that the bulk of
trade in KIBS occurs with third countries (80-90%
of trade in KIBS) — in contrast to total services
exports, where the extra-EU share has been
steadily decreasing and was less than 50% in
2007.

The EU-15 and EU-12 experienced slightly differ-
ent dynamics in terms of the extra-EU share of
KIBS exports. In the EU-15, after an initial decline,
extra-EU export shares for all three KIBS services

stabilized at a level of about 85%. In the EU-12, by
contrast, the shares of third countries have been
increasing over the past years, the increase being
most profound in the case of R&D, where the share
of extra-EU in exports doubled over 2002-2007.

Specialization patterns in KIBS and technology-
intensive merchandise exports

In this section we examine patterns of specializa-
tion in the EU technology-intensive merchandise
and KIBS trade. We apply a common measure of
Balassa’'s Revealed Comparative Advantage
(RCA) index.”

According to the calculated RCA (see Figure 4),
the EU-15 shows specialization in all three KIBS
sectors; the strongest comparative advantage is
revealed for R&D (73). Comparative advantages in
R&D gradually declined during 1996-2003, but
have picked up after 2004, which might be related
to efficiency gains brought by the EU enlargement.
Also, the EU-15 appears to increase specialization
in other business services — after 2000, the value of
the RCA index for this sector started to exceed 1.
The EU-15 is the only region among the four which
appears to specialize in computer and information
services exports.

The EU-12 has revealed comparative advantages
only in R&D. This is a new specialization pattern
that has developed since 2004. This result is in line
with the findings of the European Competitiveness
Report 2010, which shows that recently the interna-
tionalization of R&D has increased considerably in
the EU. The developing of specialization in R&D
after 2004 may be linked to increased opportunities
for foreign companies to exploit the Single Market,
brought about by the EU enlargement.

*  The index for country i good j is RCA; = (Xj IXi)/( Xuj IXwy),
where w = world and t = total for all services. The RCA sim-
ply compares the composition of exports of one country to a
certain market with the composition of total exports that are
absorbed by the market. A region is considered to have a
revealed comparative advantage in a certain type of ser-
vices or goods, if the value of the RCA index for this sector
is higher than 1.
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Japan has no RCAs in KIBS exports. Though the
country tended to specialize in exports of computer
and information services and other business ser-
vices at the beginning of the period, the revealed
comparative advantages fell away over the period.

While the US has increasingly specialized in R&D
since 1998, specialization in computer and informa-
tion services exports has diminished.

Figure 4
RCAs in KIBS
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Figure 5 presents RCAs for technology-intensive
manufacturing exports. The EU-15 has a more
diverse specialization pattern than the EU-12. The
former specializes in all sectors apart from office
machinery (NACE 30) and radio, television and
communication equipment (NACE 32), while the
EU-12 has revealed comparative advantages only
in three sectors: motor vehicles (NACE 34), electri-
cal machinery (NACE 31) and machinery and
equipment n.e.c. (NACE 29). At the same time, the
EU-15 has the weakest comparative advantages in
all the sectors as compared with the US and Ja-
pan. Only in machinery n.e.c. (NACE 29) and mo-
tor vehicles (NACE 34) do RCAs appear to signifi-
cantly exceed 1.

In the EU-15 specialization patterns remained fairly
stable during 1996-2007. An increase in specializa-
tion is only observed in motor vehicles and medical
equipment (NACE 33). In the EU-12, specialization
indices have been increasing in all the sectors
apart from medical instruments and other transport
equipment (35). Specialization in motor vehicles
and machinery and equipment n.e.c. is a relatively

recent phenomenon. The motor vehicles sector
trend is possibly explained by the increase of FDI in
motor vehicle plants in the region.

Among the four regions, Japan has the strongest
specialization in motor vehicles (34) and radio and
television equipment. Overall the country tends to
specialize in all technology-intensive goods sec-
tors, except for office and computing machinery,
where it lost export specialization after 2003 — this
apparently reflects the re-location of computer
equipment production to other Asian countries.

The US has the strongest specialization in other
transport equipment among all the regions ana-
lysed. The RCA index is close to 3. Another sector
with relatively strong revealed comparative advan-
tages is medical instruments. The country also ap-
pears to have recently developed a stronger export
specialization in motor vehicles. Revealed compara-
tive advantages in office and computing equipment
and radio and television equipment seem to be
gradually fading away. In electrical machinery and
machinery n.e.c. the US tends to have stable
though relatively weak export specialization.

Figure 5
RCAs in technology-intensive goods

3.0 1996
2000
2004
20 2007

it A

29|30|31 32 3334 35/29 30|31)32|33 34|35 29]30 31}32 33]34 35}29 30}31 32]33 34}35

EU-15 EU-12 Japan ‘ UsA

Source: UN COMTRADE, authors’ calculations.

Summary

KIBS shares of gross production costs account for
between 5% and 15% of total direct costs in manu-
facturing in the EU-15 in 2007, and from 3% to 9%
in the EU-12. They are particularly important for EU
competitiveness in electrical machinery in the EU-
15, and other transport equipment and paper and
printing in the EU-12. KIBS intensity increased in all
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TRADE IN BUSINESS SERVICES

the industries of both regions as compared with
2001.

The EU-15 is the major player in the KIBS market:
its share in global KIBS exports is about 50%. The
US has the second largest share (15%), while India
ranks third with a 6% share. The EU-15 is also the
biggest player in the market of technology-intensive
goods; however, its share there is much smaller
than in the KIBS market — 35% in 2007. The sec-
ond biggest exporter in this market is China, the
share of which was 12% in 2007. The US is the
third biggest exporter with an 11% share. The
EU-12, though having a small share in the market
of technology-intensive goods, has been increasing
it quite fast — from 1% in 1996 to 3.6% in 2007.

The EU-15, the US and India are net exporters of
KIBS, while Japan is a net importer. The EU-12
and China have approximately equal volumes of
exports and imports of KIBS. On the market of
technology-intensive merchandise goods, the
EU-15 preserves its status of a net exporter, Japan
is a net exporter as well, while the US, China and
India are net importers.

When we break down EU KIBS exports into extra-
and intra-EU exports, it appears that the bulk of
trade in KIBS occurs with third countries (80-90%
of trade in KIBS) — in contrast to total services ex-
ports, where the extra-EU share has been steadily
decreasing and was less than 50% in 2007

The fastest average annual growth of KIBS exports
was recorded in India — 56%. China had the sec-
ond highest growth rate (20% on average year-on-
year). The EU-15, the US and the EU-12 have
been increasing their exports of KIBS at approxi-
mately the same average speed (about 13% on
average), while Japan has lagged behind, showing
2% average annual growth.

The fastest growth of KIBS imports during that
period was also observed in India (19% on average
per annum), the EU-15 and the EU-12 (at rates
similar to exports). The US was increasing KIBS
imports the slowest among the six regions — at only

3% per year. Japan was more active in terms of
KIBS imports rather than exports: the average an-
nual growth of Japanese KIBS imports was 7%.

Direct exports of KIBS in all the regions analysed
are dominated by other business services, which
account for about 70% of EU-12 and EU-15 KIBS
exports, and more than 80% of US and Japan
KIBS exports. The common trend, though, is a
decline of the share of other business services in
exports.

The EU-15 has on average stronger revealed com-
parative advantages in direct KIBS exports than in
technology-intensive merchandise exports. The
strongest comparative advantage for the EU-15 is
found for R&D. Comparative advantages in R&D
gradually declined during 1996-2003, but have
picked up after 2004, which might be related to
efficiency gains resulting from the EU enlargement.
Also, the EU-15 appears to increase specialization
in other business services. The EU-15 has also
increasingly specialized in computer and informa-
tion services exports, in contrast to the US, which
has lost this specialization. At the same time, the
EU-15 has the weakest comparative advantages in
all the technology-intensive merchandise sectors
as compared with the US and Japan. Only in ma-
chinery n.e.c. and motor vehicles do we see strong
RCAs.

The EU-12, on the other hand, seems to have
more comparative advantages in technology-
intensive merchandise trade rather than in KIBS.
Among KIBS sectors, it has revealed comparative
advantages only in R&D; this is a new specializa-
tion pattern that has developed since 2004. The
conclusion about stronger specialization in manu-
facturing rather than services is also confirmed by a
comparison of KIBS and technology-intensive mer-
chandise exports dynamics during 1996-2007,
which shows that in the old member states it was
KIBS exports which grew more dynamically than
merchandise trade, while in the EU-12 the situation
was the reverse.
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When we examine KIBS trade, it is worth noting
that the value of KIBS trade is relatively low com-
pared to technology-intensive merchandise trade in
all the regions. However, KIBS activities represent
a major share of the total cost of production in
manufacturing. Indeed, on a value-added basis,
KIBS are highly important for the competitiveness
of European manufacturing, and for the overall
value-added embodied in European exports. KIBS
intensity of both EU-15 and EU-12 exports has
risen substantially on a value-added basis, once
we recognize that KIBS are inputs into manufactur-
ing and thus are not only exported directly, but also
indirectly through goods.

12
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EUROPEAN ECONOMIC ORDER

What kind of socio-economic or-
der do we need in Europe?”

BY KAZIMIERZ LASKI AND LEON PODKAMINER

‘The difficulty lies not so much in developing new
ideas as in escaping from old ones.’
J.M. Keynes

Can Poland develop its own socio-economic
order, independent of the European (dis)order?

In ‘theory’ various things are possible. In practice, a
small and economically weak country may, under
favourable circumstances, develop its own specific
‘order’. Sometimes such a country can even benefit
from having developed an own order — as is the
case with some East Asian countries. But a country
seeking its own way can also fail miserably. Be-
sides, developing an own ‘order’ seems to require
a certain level of an enlightened, but essentially
authoritarian, rule. During its early transition years
(1989-90), Poland could have, hypothetically, at-
tempted to develop an order imitating ‘the Scandi-
navian model’ (as was then advocated by Profes-
sor Tadeusz Kowalik). In practice, an attempt to
‘implement’ such a model did not seem to have had
a fair chance of success. There was no willingness
to replace, even if on a temporary basis, one au-
thoritarian rule (the just failed anachronistic regime)
with another (even if ‘enlightened’ and ‘well-
meaning’) one. Of course, it is quite obvious that
the socio-economic (dis)order that started to
emerge as the old regime kept disintegrating re-
flected, to a large degree, Zeitgeist, the Spirit of the
Time. Emissaries of the international financial or-
ganizations and their local lieutenants who guided
the first stage of transition were firm believers in the
then prevailing simple views on what kind of socio-
economic order suits Poland (and any other soci-
ety) best.

*  Statement prepared for the forthcoming conference ‘What
Kind of Socio-Economic Order Does Poland Need’, organ-
ized by the Polish Academy of Sciences (Madralin, 15-16
March 2012).

To us the socio-economic order that has developed
in Poland is imperfect, to say the least. We do not
approve of many of its features: high and endemic
unemployment (especially among the young), dete-
riorating work conditions, excessive income ine-
qualities, contracting social spending (which re-
stricts access to education and health services,
constricts culture etc.), privileges enjoyed by eco-
nomic elites, foreign investors ... Add to this the
irregularity of growth — cyclical ups and downs
which magnify the destructive sense of uncertainty,
temporariness ...

A meaningful change of the present situation is
rather unimaginable — unless it takes place within a
‘broader context’. Polish disorder has become a
part of the international — European — economic
system. Within that system Poland keeps afloat
largely thanks to the advancing barbarization of its
labour relations and its taxation system, and deg-
radation of social services. Worse still, the present
European (and generally global) system strength-
ens these negative tendencies, if indirectly. In the
case of various EU regulations, some negative
tendencies are even imposed directly.

A better order in Europe? Bygone?

A better order in Poland requires a better order in
Europe. But is a better order in Europe at all possi-
ble? Historical evidence suggests it is. From about
1950 for two decades Western Europe developed
fast and harmoniously (as compared to more re-
cent decades), with little unemployment, inflation
and even public debt. The then prevailing socio-
economic order had some specific systemic (or
institutional) features, reflecting beliefs about ‘Wel-
fare State’, or Social Market Economy (soziale
Marktwirtschaft). Interests of labour and business
tended to be harmonized through negotiations
while governments tended to conduct fairly active
incomes, trade and even industrial policies; income
taxation systems were quite progressive; the finan-
cial sector was subject to restrictive regulations
(with international private capital flows restricted
under the Bretton Woods system) etc.

The Vienna Institute Monthly Report 2012/3
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EUROPEAN ECONOMIC ORDER

Macroeconomic policy (very much a la Keynes)
actively stabilized cyclical fluctuations (primarily
through fiscal adjustments, with monetary policy
playing a secondary role, at best).

The current European disorder

After 1970 a gradual erosion of the ‘good old capi-
talism’ set in. The erosion process culminated in
the early 1990s — coincident with the fall of the
Soviet system, the global triumph of Neo-liberalism
(as epitomized by the ‘Washington Consensus’),
and — in Europe — with the Maastricht Treaty. We
maintain that the European paradise was lost for
ideological reasons, not because it was ‘objectively’
doomed to fail sooner or later. The 1970s saw the
resurrection of economics predating Keynes. Mas-
queraded as a discipline of nearly mathematical
precision, the obsolete doctrine became fashion-
able again. That this mental transformation well
suited real interests of some gradually strengthen-
ing business groups does not need to be added.

The European socio-economic system that increas-
ingly embodies the teachings consistent with the
new-old doctrine has had several consequences, to
us none of them worthy of approval. Overall growth
has become anaemic and irregular; high and per-
sistent unemployment has become the order of the
day — as have rising income inequalities etc. Con-
trary to declarations (and efforts) the new Euro-
pean system does not promote sustainable catch-
up in terms of income levels of poorer regions and
countries. The orientation of national fiscal and
wage policies has become non-cooperative to the
point of becoming mutually harmful. ‘Beggar-thy-
Neighbour’ attitudes have been unleashed and
‘Races to the Bottom’ rule the day. The common
currency — and the common monetary policy as
conducted by the European Central Bank — proves
to be an instrument of disintegration. The new ‘Fis-
cal Pact’ (and the ‘Six Pack’) does not promise
anything good. It prescribes more of the same
(false) medicine. Overall, the current European
disorder does not bode well. But we still do hope
that something sensible can emerge out of the
present turmoil.

What kind of socio-economic order do we need
in Europe?

To us the answer is simple: Europe needs an order
that is truly different from the present one. In some
aspects the desirable order ought to refer to the
order of the post-war ‘golden age of capitalism’.
Isn’t the restoration of conditions reminiscent of that
period a sheer utopia? Perhaps. Powerful interests
protect the status quo. But much can depend on
courage in unmasking economic myths, refuting
these notorious TINAs (‘There Is No Alternative’)
imposed on the general public in the course of the
past 30 or so years. Unmasking errors is not an
impossible mission. Some fantasies of the main-
stream ‘theory’ are already being refuted and a few
(still too few) prominent economists seem to be
renouncing their earlier teachings.

Much remains to be done. But our own goal is lim-
ited and rather modest. It is to contribute a critique
of some selected opinions still guiding macroeco-
nomic policy making in Europe. Specifically, we
dissect', critically, the following paradigms: 1) on
the necessity of balancing public finances; 2) on
the inadmissibility of monetization of public sector
deficits; 3) on the wisdom of subordinating domes-
tic policies to the needs of external competitive-
ness; 4) on the possibility of effective coordination
of monetary and fiscal policies without coordination
of the wage policies across Europe.

! For details see our recent paper: The basic paradigms of the

EU economic policy-making need to be changed, Cam-
bridge Journal of Economics, No. 1, 2012.
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STATISTICS

STATISTICAL ANNEX

Selected monthly data on the economic situation in Central, East and
Southeast Europe

Conventional signs and abbreviations used

%

PP
CPPY
CCPPY
3MMA
NACE Rev. 2
NACE Rev. 1
LFS
CPI
HICP
PPI
EDP
M1

M2

M3

p.a.

mn

bn

avg
eop
NCU

data not available

per cent

change in % against previous period

change in % against corresponding period of previous year

change in % against cumulated corresponding period of previous year
3-month moving average, change in % against previous year

Statistical classification of economic activities in the European Community, Rev. 2 (2008)
Statistical classification of economic activities in the European Community, Rev. 1 (1990) / Rev. 1.1 (2002)
Labour Force Survey

Consumer Price Index

Harmonized Index of Consumer Prices (for new EU member states)
Producer Price Index

Excessive Deficit Procedure

Currency outside banks + demand deposits / narrow money (ECB definition)
M1 + quasi-money / intermediate money (ECB definition)

Broad money

per annum

million (10°)

billion (10°)

average

end of period

National Currency Unit (including ‘euro-fixed’ series for euro-area countries)

The following national currencies are used:

ALL Albanian lek HUF Hungarian forint RON Romanian leu

BAM Bosnian convertible mark LVL Latvian lats RSD Serbian dinar

BGN Bulgarian lev LTL Lithuanian litas RUB Russian rouble

CzK Czech koruna MKD Macedonian denar UAH Ukrainian hryvnia

HRK Croatian kuna PLN Polish zloty

EUR euro — national currency for Montenegro and for the euro-area countries Estonia (from January 2011, euro-fixed
before), Slovakia (from January 2009, ‘euro-fixed before) and Slovenia (from January 2007, ‘euro-fixed’ before)

uUsb US dollar

Sources of statistical data: Eurostat, National Statistical Offices, Central Banks and Public Employment
Services; wiiw estimates.

wiiw Members have free online access to the wiiw Monthly Database.
To receive your personal password, please go to http://mdb.wiiw.ac.at
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ALBANIA: Selected monthly data on the economic situation 2010 to 2012

(updated end of Feb 2012)
2010 2011 2012
Nov Dec Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec Jan

LABOUR
Employment total, registered th. pers., quart. avg . 9169 . . 9204 . . 9295 . . 9299
Employment total, registered CPPY . 20 . . 22 . . 2.7 . . 15
Unemployment, registered th. pers., quart. avg . 1430 . . 14238 . . 1421 . . 1421
Unemployment rate, registered % . 135 . . 135 . . 13.3 . . 133
WAGES
Total economy, gross %) ALL . 45000 . . 45500 . . 45500 . . 47660
Total economy, gross real, CPPY . 4.0 . . 41 . . 2.1 . . 33
Total economy, gross 1 EUR . 3245 . . 3263 . . 3210 . . 3402
PRICES
Consumer PP 0.2 22 0.8 23 -0.1 -0.6 -11 -11 -0.7 0.3 0.4 0.4 0.1 1.0 0.7
Consumer CPPY 28 33 33 45 43 4.1 42 39 36 31 2.8 3.0 2.9 17 1.6
Consumer CCPPY 36 35 33 39 4.0 4.0 41 4.0 4.0 39 38 37 36 35 1.6
Producer, in industry PP 0.1 04 07 0.0 0.1 0.4 0.1 0.0 0.3 0.0 0.0
Producer, in industry CPPY 0.6 0.7 3.6 33 2.3 3.0 3.6 3.2 2.3 2.2 2.0
Producer, in industry CCPPY 0.2 0.2 36 34 31 3.0 32 32 3.0 2.9 2.8
FOREIGN TRADE, customs statistics
Exports total (fob), cumulated EUR mn 1073 1172 107 250 371 471 586 702 830 926 1046 1168 1287 1407
Imports total (cif), cumulated EURmn 3123 3475 254 524 831 1154 1480 1809 2150 2470 2795 3131 3465 3865
Trade balance, cumulated EURmn  -2050  -2303 -147 -274 -460 -682 -895 -1106  -1320  -1544  -1748  -1963  -2178  -2458
FOREIGN FINANCE
Current account, cumulated EURmn -875  -1040 -69 -138 -230 -331 -459 -554 -643 -733 -827
EXCHANGE RATE
ALL/EUR, monthly average nominal 138.82 138.81| 138.65 139.59 140.14 14148 14180 141.97 13992 139.85 14049 140.81 14097 138.30| 138.32
ALL/USD, monthly average nominal  101.33 104.95 103.84 102.27 100.17 97.89 98.79 98.65 97.98 9748 102.02 102.76 103.82 105.08| 107.10
EUR/ALL, calculated with CPI 2 real, Jan09=100 90.6 92.0 93.2 94.3 92.8 90.8 89.6 88.6 89.6 89.7 89.1 89.0 88.8 91.1 91.8
EUR/ALL, calculated with PPI 2 real, Jan09=100 88.4 87.9 87.7 86.5 85.4 843 843 84.2 84.9 85.1 84.4 . . . .
USD/ALL, calculated with CPI 2 real, Jan09=100 94.1 92.7 94.0 97.2 98.2 99.1 96.8 95.9 95.8 96.3 92.2 92.2 91.4 91.4 89.9
USD/ALL, calculated with PPI 2 real, Jan09=100 86.6 83.1 833 83.2 835 84.2 83.1 833 834 84.4 80.4
DOMESTIC FINANCE
Currency outside banks ALLbn,eop 1894 1951| 1866 1859 1855 1879 1879 1893 190.2 1896 1889  186.6 187.2
M1 AlLLbn,eop 2669 2754| 2634 2623 2638 2654 2648 2677 2696 2718 2689 2672 269.1
M2 ALLbn,eop 9614 980.3] 9814 9780 9835 9946 9985 1008.8 10156 1034.7 1046.9 1053.4 1057.1
M2 CPPY, eop 12.0 12.5 115 10.8 10.8 12.2 112 118 1.2 10.1 10.4 10.6 10.0 . .
Central bank policy rate (p.a.) 3 %, eop 5.00 5.00 5.00 5.00 525 525 5.25 5.25 5.25 5.25 5.00 5.00 4.75 4.75 4.50
Central bank policy rate (p.a.) 34 real, %, eop 44 42 14 17 29 21 1.6 20 29 3.0 3.0
BUDGET
General gov.budget balance, cum. ALLbn -23228 -38031 1621  -8904 -11776 -15910 -20427 -26910 -30762 -31190 -31624 -31709 -37993

1
2
3
4

Excluding private sector.

Adjusted for domestic and foreign (US resp. EU) inflation. Values more than 100 mean real appreciation.
One-week repo rate.

Deflated with annual PPI.

Source: wiiw Monthly Database incorporating national statistics.
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BOSNIAandHERZE GOVIN A: Selected monthly data on the economic situation 2010 to 2012

(updated end of Feb 2012)

2010 2011 2012
Nov Dec Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec Jan
PRODUCTION
Industry, total real, CPPY 2.0 8.7 17.5 6.6 8.0 32 23 104 101 45 18 0.6 5.4 0.4
Industry, total ) real, CCPPY 0.9 1.6 175 12.0 10.5 85 7.2 7.7 8.1 7.6 6.9 6.1 6.1 5.6
Industry, total real, SMMA 35 9.4 10.9 10.7 5.9 45 53 76 83 55 2.3 2.6 2.1
LABOUR
Employees total, registered th. persons,avg 6864  699.3] 6962 6957 6941 6939 6942 6953 6957 6925 6934 6915 689.7
Employees total, registered CPPY -11 07 0.7 0.6 0.7 0.8 25 27 27 24 19 0.8 05
Unemployment, registered th. persons,eop  519.1  522.1| 526.7 527.7 530.1 5294 5268 5260 5285 5311 530.0 5309 5325
Unemployment rate, registered %, eop 431 42.7 431 43.1 433 433 431 431 432 434 433 434 436
WAGES
Total economy, gross BAM 1229 1250 1232 1240 1275 1266 1281 1280 1268 1283 1273 1268 1287 1294
Total economy, gross real, CPPY -0.2 -0.9 0.3 0.9 1.0 0.0 15 15 0.3 13 0.3 0.8 1.0 04
Total economy, gross EUR 628 639 630 634 652 647 655 654 648 656 651 648 658 662
PRICES
Consumer PP 03 08 15 0.7 0.7 0.6 0.2 -0.5 0.0 0.1 03 0.5 0.3 0.1
Consumer CPPY 23 31 2.7 33 39 4.0 42 38 39 39 4.0 37 37 31
Consumer CCPPY 2.0 2.1 2.7 3.0 33 35 36 36 37 37 38 37 37 37
Producer, in industry 2 PP 0.2 0.5 0.2 0.9 0.5 21 -0.4 0.4 2.0 0.3 0.4 0.0 0.2 -0.4
Producer, in industry 2 CPPY 36 4.0 35 43 5.1 4.1 31 4.0 58 49 45 2.2 2.2 14
Producer, in industry 2 CCPPY 0.6 0.9 35 3.9 43 4.2 4.0 4.0 43 43 4.4 4.1 3.9 3.7
FOREIGN TRADE, customs statistics
Exports total (fob), cumulated EURmn 3317 3628 316 648 1009 1369 1722 2083 2438 2780 3155 3510 3869 4202
Imports total (cif), cumulated EUR mn 6307 6962 486 1057 1735 2392 3047 3771 4456 5120 5846 6556 7217 7932
Trade balance, cumulated EURmn  -2990 -3334 -170 -409 <727 -1023  -1325  -1688  -2018  -2340  -2691  -3046  -3348  -3731
Exports to EU-27 (fob), cumulated EUR mn 1822 1978 170 355 558 756 961 1181 1406 1587 1800 1998 2196 2372
Imports from EU-27 (cif), cumulated EURmn 2887 3193 208 475 782 1077 1393 1780 2152 2437 2764 3098 3407 3719
Trade balance with EU-27, cumulated EURmn  -1065 -1215 -38 -120 -224 -321 -432 -599 147 -850 -964  -1100 -1211  -1348
FOREIGN FINANCE
Current account, cumulated EUR mn -766 -187 528 -867
EXCHANGE RATE
BAM/EUR, monthly average nominal  1.956 1.956| 1956 1956 1.956 1.956 1956 1.956 1.956 1956 1956 1.956 1.956 1.956| 1.956
BAM/USD, monthly average nominal  1.429 1481 1465 1434 1399 135 1361 1360 1.369 1365 1416 1428 1439 1482| 1518
EUR/BAM, calculated with CPI 3 real, Jan09=100 98.2 98.4| 1003 1005  100.1 98.9 99.0 98.6 99.0 98.7 98.4 98.6 98.7 98.5
EUR/BAM, calculated with PPI3) real, Jan09=100 96.3 95.8 95.0 95.2 94.9 92.1 91.9 92.2 937 93.6 93.6 93.6 935 93.4
USD/BAM, calculated with CPI 3 real, Jan09=100  101.3 98.3| 1004 1028 1051 1071 1064 106.0 1052 1051 1015 1014  101.0 98.5
USD/BAM, calculated with PPI %) real, Jan09=100 93.7 89.9 89.6 90.9 92.1 91.2 90.1 90.5 91.4 92.1 88.7 89.2 88.4 85.9
DOMESTIC FINANCE
Currency outside banks BAM mn, eop 2115 2211 2143 2155 2164 2240 2191 2206 2317 2317 2253 2241 2237 2366
M1 BAMmn,eop 5837 5900 5892 5815 5821 5917 5897 5890 6049 6124 6069 6051 5987 6186
M2 BAMmn,eop 13544 13628| 13639 13609 13672 13728 13768 13783 14049 14181 14133 14144 14158 14450
M2 CPPY, eop 9.7 72 74 6.6 5.8 5.0 5.0 52 6.0 5.0 5.8 5.3 45 6.0
1) Federation of B&H and Republic Srpska weighted by wiiw.
2) Domestic output prices.
3) Adjusted for domestic and foreign (US resp. EU) inflation. Values more than 100 mean real appreciation.
Source: wiiw Monthly Database incorporating national statistics.
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CROATIA: Selected monthly data on the economic situation 2010 to 2012

(updated end of Feb 2012)
2010 2011 2012
Nov Dec Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec Jan

PRODUCTION
Industry, NACE Rev. 2 1) real, CPPY 0.2 0.9 5.2 2.7 -3.0 0.2 12 18 -0.6 -45 2.3 2.1 03 -1.8
Industry, NACE Rev. 2 1) real, CCPPY -16 -14 5.2 -39 -36 26 -18 -1.2 -11 -15 -16 -12 -11 -12
Industry, NACE Rev. 2 1) real, SMMA -17 -1.2 2.2 -3.6 -1.8 0.6 1.0 08 -11 2.4 -15 0.2 0.0 .
Productivity in industry, NACE Rev. 29 CCPPY 6.2 6.3 0.1 0.6 0.2 13 21 2.6 2.7 23 22 25 2.7 2.6
Unit labour costs, exch.r. adj.(EUR) V CCPPY 5.0 5.1 -15 0.8 2.1 -3.0 -34 -39 -4.3 -3.6 3.4 3.7 -35
Construction, NACE Rev. 2 1) real, CPPY -12.1 -11.3 -8.3 7.1 9.7 -15.3 -79 -8.5 -125 -8.9 -75 14 -6.4
Construction, NACE Rev. 2 1) real, CCPPY  -163  -159 8.3 1.7 85 -103 9.8 9.6  -10.0 9.9 9.6 9.4 9.1
LABOUR
Employed persons, LFS th. pers., quart. avg. . 1527.8 . . 1476.4 . . 14800 . . 15344
Employed persons, LFS CPPY . 4.2 . . 5.6 . . 35 . . 04 . . .
Unemployed persons, LFS th. pers., quart. avg. . 2095 . . 2457 . . 2307 . . 2133 . . 2178
Unemployment rate, LFS % . 12.1 . . 143 . . 13.6 . . 12.3 . . 12.6
Employment total, registered th. persons, avg  1155.9 11458| 11238 11334 11389 11429 11489 11557 1159.2 11588 11533 11450 11385 11282
Unemployment, registered th. persons,eop 3124  319.8| 3344 3364 3301 3089 2987 2875 287.6 2853 2837 2939 3021 3154
Unemployment rate, registered %, eop 18.3 18.8 19.6 19.6 19.3 18.2 175 16.9 16.8 16.7 16.8 174 17.9 18.7
WAGES
Total economy, gross HRK 7892  7806| 7638 7483 7894 7750 7778 7907 7680 7910 7740 7744 7744 8131
Total economy, gross real, CPPY -0.1 -15 -16 -18 -18 -0.5 -1.0 -0.1 -0.9 0.6 0.4 -14 -4.4 20
Total economy, gross EUR 1070  1056| 1033 1010 1068 1053 1052 1067 1035 1061 1034 1035 1034 1083
Industry, gross, NACE Rev. 2 EUR 990 968 921 894 957 934 945 974 930 959 930 925 1012
PRICES
Consumer PP 03 0.0 0.6 05 0.8 0.2 0.3 -0.5 05 0.1 04 0.6 0.2 0.4 0.4
Consumer CPPY 12 18 19 2.2 2.6 2.4 25 2.0 19 2.0 22 2.6 2.6 2.1 12
Consumer CCPPY 1.0 11 19 2.1 2.2 2.3 2.3 23 22 2.2 2.2 2.2 2.3 2.3 12
Producer, in industry, NACE Rev. 22) PP -0.1 1.0 0.7 1.6 0.8 0.6 0.6 -0.3 0.1 0.7 0.0 0.5 0.5 -0.2 0.9
Producer, in industry, NACE Rev. 22 CPPY 47 5.7 51 6.9 6.8 6.7 6.8 6.0 6.1 6.6 6.1 6.4 7.0 5.7 59
Producer, in industry, NACE Rev. 22) CCPPY 4.2 43 5.1 6.0 6.3 6.4 6.5 6.4 6.4 6.4 6.4 6.4 6.4 6.4 5.9
FOREIGN TRADE, customs statistics
Exports total (fob), cumulated EURmn 8124 8905 651 1343 2027 2909 3629 4410 5157 5850 6663 7384 8049 8816
Imports total (cif), cumulated EURmn 13807 15139 989 2080 3458 4753 6114 7326 8653 9731 11091 12382 13601 14632
Trade balance, cumulated EURmn  -5683  -6233 -338 =737 -1431  -1844 2485  -2916  -3496  -3882  -4428 4998 5552  -5816
Exports to EU-27 (fob), cumulated EUR mn 5038 5439 407 758 1165 1795 2274 2684 3162 3473 4114 4440 4846 5239
Imports from EU-27 (cif), cumulated EURmn 8247 9111 541 1166 1947 2705 3624 4377 5143 5845 6699 7500 8292 8987
Trade balance with EU-27, cumulated EURmn  -3209 -3672 -134 -408 -782 -910  -1351  -1692  -1982  -2372  -2586  -3060  -3446  -3748
FOREIGN FINANCE
Current account, cumulated EUR mn . -535 . . -1459 . . 1444 . . 1157
EXCHANGE RATE
HRK/EUR, monthly average nominal  7.373  7.393| 7.396 7.411 7394 7362 7391 7412 7420 7455 7487 7483 7488 7.507| 7.547
HRK/USD, monthly average nominal 5384 5595 5538 5431 5285 5105 5142 5149 5193 5192 5421 5468 5513 5689| 5847
EUR/HRK, calculated with CPI 3 real, Jan09=100 98.0 97.1 98.1 97.9 97.9 97.9 97.7 97.0 96.9 96.1 95.5 95.8 95.8 94.8 94.0
EUR/HRK, calculated with PPI 3) real, Jan09=100 1024  1021| 1018 1025 1026 1028 1031 1025 1021 1025 1017 1023 1025 1022 1026
USD/HRK, calculated with CPI 3 real, Jan09=100  101.2 97.2 982 1002 1028 1059 1050 1044 1029 102.6 98.5 985 98.0 948 915
USD/HRK, calculated with PPI 3) real, Jan09=100 99.7 95.9 96.1 97.9 99.7 1019 1011  100.8 99.7 1011 96.5 97.4 96.8 94.0 91.9
DOMESTIC FINANCE
Currency outside banks HRK bn, eop 15.0 15.3 14.9 14.9 15.0 155 15.8 16.8 18.1 17.8 17.1 16.5 16.4 16.7
M1 HRK bn, eop 48.3 49.2 495 49.4 49.1 50.4 50.5 52.8 539 54.0 51.2 51.0 50.9 52.9
Broad money HRKbn,eop 2325 2329| 2318 2316 2293 2289 2307 2325 2369 2414 2412 2414 2417 2411
Broad money CPPY, eop 4.0 44 37 37 33 31 36 35 44 4.2 37 38 4.0 35 .
Central bank policy rate (p.a.) 4 %, eop 6.00 6.00 6.00 6.00 6.00 6.00 6.00 6.00 6.00 6.00 6.00 6.00 6.00 6.00 6.00
Central bank policy rate (p.a.) 4°) real, %, eop 13 03 08 0.9 0.7 0.7 -0.7 0.0 0.1 0.5 0.1 0.3 -1.0 0.3 0.1
BUDGET
Central gov. budget balance, cum. 9 HRKmn -10634 -14432| -1496 -2836  -5340 -6026 -7321  -8617 -9542  -9436 -10297 -10133 -11982

1) Enterprises with 20 and more employees.

2) Domestic output prices. Including E - electricity, gas, steam, air conditioning supply etc.

3) Adjusted for domestic and foreign (US resp. EU) inflation. Values more than 100 mean real appreciation.
4) Average weighted repo rates.

5) Deflated with annual PPI.

6) Consolidated central government budget.

Source: wiiw Monthly Database incorporating national statistics.
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STATISTICS

M A CEDONIA: Selected monthly data on the economic situation 2010 to 2012

(updated end of Feb 2012)

2010 2011 2012
Nov Dec Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec Jan
PRODUCTION
Industry, NACE Rev. 2 1) real, CPPY 30  -100 5.0 109 244 11.8 6.9 -1.9 55 0.9 2.4 -3.9 53 -4.7
Industry, NACE Rev. 2 1) real, CCPPY -4.3 -4.8 5.0 8.0 13.8 13.2 11.8 9.2 85 75 6.3 5.2 4.1 33
Industry, NACE Rev. 2 1) real, SMMA -6.0 3.7 0.2 138 15.7 14.0 53 34 15 14 -1.8 3.9 -4.7 .
Productivity in industry, NACE Rev. 21 CCPPY -3.6 -4.5 5.2 71 12.7 114 9.6 6.8 6.2 5.2 40 3.0 23 18].
Unit labour costs, exch.r. adj.(EUR) ) CCPPY . . -17 2.8 -84 7.8 6.3 -34 3.0 -1.9 -0.9 0.0 07 038].
Construction, total, effect. work. time real, CPPY 6.9 9.7 8.7 13.8 14.9 9.0 16.2 6.1 9.8 174 21.6 24.9 16.4
Construction, total, effect. work. time real, CCPPY 5.5 58 8.7 113 12.7 11.7 12.6 114 112 12.0 131 14.3 145
LABOUR
Employed persons, LFS th. pers., quart. avg 659.5 649.6 642.8 648.6
Employed persons, LFS CPPY 59 55 25 0.0
Unemployed persons, LFS th. pers., quart. avg 2954 294.6 2934 2938
Unemployment rate, LFS %, avg 31.0 312 314 312
WAGES
Total economy, gross MKD 30349 31435 30902 30032 30216 30172 30736 30990 30528 30715 30340 30680 30591 31338
Total economy, gross real, CPPY -15 0.3 0.0 2.7 -39 4.2 -4.4 -1.0 -14 -1.9 231 2.0 2.7 -3.0
Total economy, gross EUR 493 511 502 488 491 490 500 503 495 499 493 499 497 509
Industry, gross, NACE Rev. 2 EUR 404 432 409 398 401 398 412 409 406 413 416 422 417 423
PRICES
Consumer PP 0.4 0.7 0.9 0.9 17 0.3 -0.2 -0.6 -0.8 -0.1 -0.1 0.3 0.6 -0.1 12
Consumer CPPY 29 3.0 32 39 52 48 5.2 41 38 36 34 33 35 28 34
Consumer CCPPY 14 17 32 3.6 41 43 45 4.4 43 4.2 41 41 4.0 39 34
Producer, in industry, NACE Rev. 22 PP -15 24 32 17 33 12 0.9 -0.6 -1.0 13 0.4 0.2 0.1 0.4 0.1
Producer, in industry, NACE Rev. 22 CPPY 7.3 9.3 12.7 12.7 153 13.2 10.7 10.9 9.5 11.1 10.1 8.7 10.4 8.3 51
Producer, in industry, NACE Rev. 22 CCPPY 9.1 9.1 127 127 136 135 12.9 12.6 12.1 12.0 11.8 115 11.4 11 5.1
FOREIGN TRADE, customs statistics
Exports total (fob), cumulated EUR mn 2272 2497 205 443 683 961 1233 1492 1735 2014 2320 2640 2911 3201
Imports total (cif), cumulated EURmn 3680 4119 420 813 1180 1641 2035 2422 2833 3278 3710 4108 4570 5038
Trade balance, cumulated EURmn  -1407  -1622 -215 -369 -497 -680 -802 -930 -1098  -1264 -1390  -1468 -1658  -1837
Exports to EU-27 (fob), cumulated EURmn 1395 1531 132 290 436 608 73 922 1059 1218 1398 1610 1769 1940
Imports from EU-27 (cif), cumulated EUR mn 1958 2188 267 466 651 877 1109 1340 1558 1773 2038 2259 2494 2738
Trade balance with EU-27, cumulated EUR mn -563 -657 -135 -176 -215 -269 -337 -419 -498 -556 -640 -649 -726 -798
FOREIGN FINANCE
Current account, cumulated EUR mn -73 -150 -94 -169 -205 -247 -246 -262 -269 -244 -218 -191 -251
EXCHANGE RATE
MKD/EUR, monthly average nominal ~ 61.55 61.50[ 6151 6151 6152 6152 6153 61.61 61.62 6151 6150 61.50 61.50 6151 61.50
MKD/USD, monthly average nominal  44.97 4655 4599 4510 4399 42.64 42.83 4281 4314 4291 4454 4491 4531  46.60| 47.68
EUR/MKD, calculated with CPI3) real, Jan09=100 97.1 97.3 98.5 99.0 99.5 99.2 98.9 98.3 97.9 97.8 97.0 97.0 975 97.1 98.2
EUR/MKD, calculated with PPI3) real, Jan09=100  108.8  1104| 1127 1138 1165 1169 1161 1153 1136 1156 1147 1144 1142 1149| 1150
USD/MKD, calculated with CPI3) real, Jan09=100  100.1 97.2 987 1012 1044 1073 1062 1057 1039 1041  100.0 99.8 99.6 97.0 95.5
USD/MKD, calculated with PPI3) real, Jan09=100 1057 1035| 1064 1086 1131 1158 1137 1132 1108 1137 1087 1090 107.7 105.6| 1028
DOMESTIC FINANCE
Currency outside banks MKD bn, eop 15.6 17.0 15.8 16.1 159 16.8 17.3 17.0 18.1 17.6 17.2 17.0 16.6 193 18.2
M1 MKD bn, eop 54.0 574 54.6 54.1 54.1 57.2 58.2 58.0 57.8 58.0 575 575 56.1 61.3 60.2
Broad money MKDbn,eop 2291 2326 2320 2335 2347 2344 2380 2394 2454 2470 2451 2473 2489 2550 2553
Broad money CPPY, eop 137 12.2 115 12.1 114 9.0 85 8.6 135 12.3 10.5 10.2 8.6 9.7 10.0
Central bank policy rate (p.a.) 4 %, eop 450 411 4.00 4.00 4.00 4.00 4.00 4.00 4.00 4.00 4.00 4.00 4.00 4.00 4.00
Central bank policy rate (p.a.) 9% real, %, eop =27 -4.8 17 -78 -9.8 -8.2 -6.0 -6.3 5.1 -6.4 -55 -43 5.8 -4.0 -1.0
BUDGET
General gov.budget balance, cum. 6 MKDmn  -8658 -10542 667 -2410 -3726  -3403  -6461 -7732 -9001 -9225 -9391  -9865 -10537 -11483
1) Enterprises with 10 and more persons employed.
2) Domestic output prices.
3) Adjusted for domestic and foreign (US resp. EU) inflation. Values more than 100 mean real appreciation.
4) Central bank bills (28-days).
5) Deflated with annual PPI.
6) Central government budget plus extra-budgetary funds.
Source: wiiw Monthly Database incorporating national statistics.
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STATISTICS

MONTEN E G R O: Selected monthly data on the economic situation 2010 to 2012

(updated end of Feb 2012)
2010 2011 2012
Nov Dec Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec Jan

PRODUCTION
Industry, total real, CPPY 38.7 45.7 19 82 -102 -204 -244  -187 0.1 18.0 2.6 42 -159 371 -245
Industry, total real, CCPPY 14.8 175 19 4.9 -0.5 -5.6 9.1 -10.8 9.2 -6.5 -6.0 -5.8 -6.8 -10.1 -24.5
Industry, total real, SMMA 40.9 26.8 179 -0.5 82 -180 211 -140 -1.9 39 25 .75 -208  -26.9
Productivity in industry CCPPY 511 54.0 21.7 29.2 217 10.0 2.7 -12 -0.7 12 12 12 0.1 -38
Unit labour costs, exch.r. adj.(EUR) CCPPY  -219  -232 -45  -10.0 -8.0 31 78 10.8 9.8 6.7 5.7 49 6.0 9.3
LABOUR
Employed persons, LFS th. pers., quart. avg . 2106 . . 186.0 . . 1986 . . 2022
Employed persons, LFS CPPY . 0.7 . . -105 . . -1.8 . . -4.6
Unemployed persons, LFS th. pers., quart. avg . 51.6 . . 50.0 . . 494 . . 49.1
Unemployment rate, LFS % . 19.7 . . 21.2 . . 19.9 . . 195 . . .
Employment total, registered ) th. persons,avg ~ 157.7  157.7] 1578 1580 1588 159.7 1629 1682 1706 1680 1644 1634 1627 1625
Unemployment, registered th. persons, eop 32.2 311 32.8 331 327 32.2 30.9 29.8 29.1 29.1 29.4 30.2 30.6 30.6
Unemployment rate, registered %, eop 17.0 16.5 17.2 17.3 17.1 16.8 16.0 15.1 14.6 14.8 15.2 15.6 15.8 15.8
WAGES
Total economy, gross EUR 716 768 772 754 722 705 714 708 710 709 712 711 721 722
Total economy, gross real, CPPY 12.3 16.8 8.6 6.8 0.3 -1.9 5.3 -3.2 1.1 9.1 -4.1 -3.4 2.3 -8.6
Industry, gross EUR 827 854 929 846 773 823 792 798 793 798 807 822 853 830
PRICES
Consumer PP 0.2 0.1 0.3 1.0 2.0 0.0 -0.1 -0.5 -0.3 0.7 -0.1 0.2 0.2 -0.1 0.5
Consumer CPPY 0.7 0.7 13 2.2 38 37 37 36 31 37 35 35 31 29 31
Consumer CCPPY 0.6 0.6 13 18 25 2.8 3.0 31 31 32 32 32 32 32 31
Producer, in industry 2) PP 0.0 03 1.6 0.8 0.4 0.0 0.2 0.3 0.7 0.0 0.1 0.4 0.1 -1.6 1.0
Producer, in industry 2 CPPY 0.3 04 2.8 45 5.6 47 1.9 22 3.6 3.2 32 2.8 2.8 1.0 -0.6
Producer, in industry 2) CCPPY 0.9 0.9 28 36 43 44 39 36 43 35 35 34 34 32 -0.6
FOREIGN TRADE, customs statistics
Exports total (fob), cumulated EUR mn 301 330 37 69 111 147 180 213 247 289 332 380 418 454 27
Imports total (cif), cumulated EURmn 1508 1657 85 203 353 499 658 843 1019 1192 1365 1516 1659 1823 99
Trade balance, cumulated EURmn  -1207  -1327 -48 -134 -242 -352 -478 -630 172 -902  -1033  -1136  -1241  -1368 -2
Exports to EU-27 (fob), cumulated EUR mn 169 185 29 43 70 92 112 130 141 163 186 209 220 227 9
Imports from EU-27 (cif), cumulated EUR mn 566 625 30 74 130 182 244 307 368 426 487 539 592 651 37
Trade balance with EU-27, cumulated EUR mn -397 -440 -1 31 -60 -90 -132 -176 221 -262 -301 -330 -371 -423 29
FOREIGN FINANCE
Current account, cumulated EUR mn . -764 . . -188 . . -443 . . -375
EXCHANGE RATE
EUR/USD, monthly average nominal  0.732  0.756 0.749 0733 0.714 0692 0.697 0.695 0.701 0.697 0726 0.730 0.738 0.759| 0.775
EUR/EUR, calculated with CPI3) real, Jan09=100 98.3 97.7 98.4 99.0 99.8 99.2 99.0 98.6 98.8 99.2 98.5 98.4 98.0 97.6 98.1
EUR/EUR, calculated with PPI3) real, Jan09=100 94.5 93.9 94.4 94.5 94.1 933 933 93.0 933 935 93.2 92.8 925 91.2 92.1
USD/EUR, calculated with CPI 3 real, Jan09=100 95.6 98.6 97.4 95.9 94.4 90.9 91.0 90.4 90.8 90.7 94.2 95.1 96.0 98.9| 1011
USDI/EUR, calculated with PPI3) real, Jan09=100 86.7 89.0 88.1 85.5 82.3 78.2 78.2 778 788 789 81.9 83.1 83.6 85.0 87.2
DOMESTIC FINANCE
Central bank policy rate (p.a.) 4 %, eop 8.97 8.98 8.97 8.98 9.02 9.04 9.01 9.06 9.07 9.06 9.06 9.05 9.10 9.06 9.02
Central bank policy rate (p.a.) 49 real, %, eop 86 85 6.0 43 32 41 7.0 6.7 53 5.7 57 6.1 6.1 8.0 9.7
BUDGET
General gov.budget balance, cum. EUR mn . -92 . . -55 . . -52 . . -64

1) Excluding individual farmers.

2) Domestic output prices.

3) Adjusted for domestic and foreign (US resp. EU) inflation. Values more than 100 mean real appreciation.

4) Average weighted lending interest rate of commercial banks (Montenegro uses the euro as national currency).
5) Deflated with annual PPI.

Source: wiiw Monthly Database incorporating national statistics.
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STATISTICS

S ER B | A: Selected monthly data on the economic situation 2010 to 2012

(updated end of Feb 2012)

2010 2011 2012
Nov Dec Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec Jan
PRODUCTION
Industry, NACE Rev. 2 real, CPPY 0.7 -14 38 5.8 71 0.7 53 33 33 0.5 -1.8 -1.0 2.2 0.1 2.8
Industry, NACE Rev. 2 real, CCPPY 29 25 38 4.9 57 4.4 4.6 43 32 2.7 21 18 18 17 2.8
Industry, NACE Rev. 2 real, SMMA -1.8 03 2.4 5.7 45 44 31 17 0.2 -1.9 -11 0.2 0.4 0.0
Productivity in industry, NACE Rev. 2 CCPPY 7.7 8.6 9.5 8.2 8.3 8.0 6.7 6.2 53 4.8 4.7
Unit labour costs, exch.r. adj.(EUR) CCPPY 5.0 22 0.8 18 21 43 57 71 8.6 9.6
LABOUR
Employed persons, LFS th. pers., quart. avg 2382.3 2281.9 22245
Employed persons, LFS CPPY 8.0 5.4 -6.6
Unemployed persons, LFS th. pers., quart. avg 566.7 650.4 691.8
Unemployment rate, LFS % . 19.2 . . . . 222 . . . . . 23.7
Employees total, registered th. persons, avg  1348.0  1348.0| 1348.0 1349.0 1349.0 1347.0 13450 13430 13410 1339.0 1337.0 1336.0 1335.0
Unemployment, registered th. persons, eop  721.1 7295 7507 7636 7739 7698 7641 7563 749.1 7460 7426 7379 735.1
Unemployment rate, registered %, eop 265 26.7 27.3 27.6 281 28.0 27.9 217 215 214 214 27.3 21.2
WAGES
Total economy, gross RSD 47877  54948| 47382 49394 49633 54532 49064 54616 54164 53285 53838 52944 53239 61116 50829
Total economy, gross real, CPPY -0.4 2.6 23 2.3 -6.6 22 -3 13 -11 14 16 11 23 3.8 .
Total economy, gross EUR 447 517 451 477 480 538 499 547 529 521 532 526 519 594 484
Industry, gross, NACE Rev. 2 EUR 424 487 472 453 469 512 491 540 507 511 513 512
PRICES
Consumer 1) PP 17 0.7 14 15 2.6 11 0.4 03 0.5 0.0 0.2 04 0.9 0.7
Consumer 9 CPPY 9.6 10.5 11.2 12.6 14.1 14.7 134 12.7 12.1 10.5 9.3 8.7 8.1 7.0
Consumer 1) CCPPY 5.8 6.5 11.2 11.9 12.7 132 132 131 13.0 12.7 12.3 11.9 12.1 11.0 .
Producer, in industry, NACE Rev. 22) PP 13 12 25 23 19 25 -0.5 0.0 0.1 -0.3 0.4 -0.3 03 0.4 0.4
Producer, in industry, NACE Rev. 22 CPPY 15.1 16.2 15.9 17.8 17.1 185 17.0 15.8 15.5 134 12.3 11.2 10.3 9.7 6.9
Producer, in industry, NACE Rev. 22) CCPPY 12.3 12.7 15.9 17.7 17.7 17.9 17.7 174 17.1 16.7 16.2 15.7 15.2 147 6.9
FOREIGN TRADE, customs statistics
Exports total (fob), cumulated EURmn 6657 7383 542 1192 1964 2687 3359 4121 4857 5566 6276 7002 7731 8435
Imports total (cif), cumulated EURmn 11742 12944 972 2035 3385 4543 5739 6881 8099 9191 10416 11641 12970 14391
Trade balance, cumulated EURmn  -5084  -5561 -430  -842  -1421 -1856  -2380 -2760 -3242 -362