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Western Balkans’ accession to EU membership likely to be
completed - supported by the region’s strategic importance

The European Union - Western Balkans Summit will take place in Sofia,
Bulgaria, on the 17™ of May 2018. This meeting aims to reaffirm the EU’s
commitment towards the Western Balkans gaining EU membership. Coface’s
economists see the EU accession as likely to happen, particularly as it would
counterbalance Russian and Chinese presence in the region.

Close trade and economic integration

Following the disruptions caused by the 1990s wars and the 2008-2011 financial crises,
countries in the Western Balkans (Albania, Bosnia and Herzegovina, Kosovo, Macedonia,
Montenegro and Serbia) deepened their economic ties with the European Union. The EU is
the region’s largest trade partner, accounting for 83% of its exports and 67% of its imports.
Since 2008, trade in goods between the EU and the Western Balkans has increased by 80%,
boosted by Stabilisation and Association Agreements. The region’s high trade deficit is due to
its narrow productive base, with low added-value goods. It is mainly financed by remittances
made by its emigrants (almost a quarter of the population lives abroad) and foreign direct
investments, mostly from Western Europe. Emigrant remittances represent around 10% of
GDP for Albania, Bosnia and Herzegovina, Montenegro and Serbia, approximately 15% for
Kosovo, but only 4% for Macedonia. The European presence is particularly important in
banking, telecommunications, energy, tourism and, to a lesser extent, manufacturing. The
stock of foreign direct investment accounts for 40% of GDP in Albania, Bosnia and Macedonia,
70% in Serbia and 113% in Macedonia. The strong usage of the euro in the region means that
they have a high dependence on the Eurozone’s economic cycle and its monetary policies.

Corruption, high unemployment and low GDP per capita, all point to along road ahead

Due to the region’s strategic geographic position and the European Union’s concerns on
preventing the spill-over of conflicts between neighbouring countries and on counterbalancing
the influence of Russia and the China, accession to EU membership is likely to be completed.
This is expected to begin with two most advanced candidates, Serbia and Montenegro,
probably before 2025. Membership would entail limited additional financial costs for the
European Union. European financial assistance amounts to approximately 7 billion euros for
the 2014-2020 period (most of which concerns supporting administrative and institutional
reforms) and, once membership is processed, it is estimated that this could be completed by
extra funds in the order of around 2% of the EU-28 2017 budget.

Nevertheless, due to a number of serious governance deficiencies, the region’s accession to
EU membership will be a long process. Corruption is a major problem in the region’s public
and legal sectors and the Western Balkans has subsequently been placed at the bottom of the
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Transparency International 2017 ranking in Europe. This situation is corroborated by World
Bank governance indicators, which highlight poor political stability in Albania, Macedonia,
Kosovo and Montenegro, institutional fragmentation in Bosnia and Herzegovina, and weak
bankruptcy and insolvency regimes.

The average GDP per capita1 in the Western Balkans barely reaches a quarter of that of the
EU-15 and is around half of the level of the 11 Eastern European EU members. Convergence,
which was well underway in the years following the wars, suddenly stopped during the
financial crisis, due to a lack of competitiveness. Unemployment stands at 16.2% of the total
working population and at 37.6% among the younger working age population. Taking into
account current GDP growth rates (of just over 3% on average), the World Bank estimates that
it would take about six decades for average GDP per capita in the Western Balkans to reach
the EU average.
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70 years of experience and the most finely meshed network have made Coface a reference in credit insurance, risk
management and the global economy. With the ambition to become the most agile, global trade credit insurance partner
in the industry, Coface’s experts work to the beat of the world economy, supporting 50,000 clients in building successful,
growing and dynamic businesses. The Group’s services and solutions protect and help companies take credit decisions
to improve their ability to sell on both their domestic and export markets. In 2017, Coface employed ~4,100 people in
100 countries and registered turnover of €1.4 billion.
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In the UK and Republic of Ireland Coface has been a leading provider of credit management services since 1993 -
its objective being to enable businesses to trade securely at home and overseas. Operating from offices in London,
Dublin, Watford, Birmingham and Manchester allows Coface to provide a local service.

The company’s credit insurance offer integrates credit assessment, collection services and cover for unpaid debts.
Multinational businesses can protect their worldwide subsidiaries through Coface’s international network.

The company also provides access to domestic and international business information and a collection network at
home and overseas. Coface is also a recognised operator in the London political risk market.www.cofaceuk.com and
www.coface.ie
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