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The candidate countries’ on the whole experienced deficits in their
current account balances notwithstanding the surpluses in the services
accounts and current transfers. The majority of the economies of the
group showed a moderate to strong outward orientation. Travel services
were the main component of exported services whereas nearly all of the
candidate countries were net importers of “other services”.
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Current account developments: all candidate countries
experienced current account deficits due to goods and
income accounts

Candidate countries registered deficits in their current account transactions
throughout the period 1996-99. The positive current account balances of
Bulgaria in 1997 and Turkey in 1998 were the exceptions to the rule, whereas
Slovenia’s current account was almost balanced in 1996 and 1997. In 1999
current account deficits of all countries stayed bellow ECU 2 billion, the
exception being Poland whose deficit increased further to ECU 11.7 billion
compared to ECU 6.2 billion in 1998. Turkey’s current account transactions
turned into a deficit of ECU 1.3 billion in 1999, after a surplus of
ECU 1.7 billion in 1998.

Figure 1: Current account balance of candidate countries
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! Candidate Countries: BG=Bulgaria, CY=Cyprus, CZ=Czech Republic, EE=Estonia,
HU=Hungary, LT=Lithuania, LV=Latvia, ~MT=Malta, PL=Poland, ~RO=Romania,
SL=Slovenia, SK=Slovakia, TR=Turkey.



Summary table of the current account and its main components for the candidate countries (ECU mio)

1999 data BG CY (74 EE HU LT LV MT PL RO Si SK TR
Credit 5955 4418 34224 3976 27130 4241 2922 4301 40587 10158 10571 12078 50074
Current account |Debit 6578 4637 35217 4253 29100 5 362 3508 4450 52303 11374 11305 13165 51354
Net - 624 -219 -993 -277  -1969 -1120 - 587 -150 -11716 -1216 -734 -1088 -1280
Credit 3722 938 25182 2303 20533 2952 1735 1890 28205 7978 8091 9572 27516
Goods Debit 4721 3104 27114 3130 22592 4270 2671 2429 42 346 9 003 9259 10608 37318
Net -998 -2166 -1932 -827 -2059 -1318 - 936 -539 -14142 -1025 -1168 -1035 -9802
Credit 1674 2 987 6 496 1403 5317 1024 938 1141 7 940 1283 1782 1818 15386
Services Debit 1376 1085 5343 863 4000 738 630 783 6644 1676 1440 1771 8400
Net 298 1902 1153 540 1317 287 308 358 1296 - 393 342 47 6985
Credit 487 282 1449 658 537 375 652 312 2270 503 488 649 2722
Transport Debit 604 514 747 347 423 200 175 387 1430 536 355 355 2168
Net -116 - 232 701 310 114 175 478 -75 840 -33 133 294 554
Credit 873 1785 2 847 518 3198 516 108 637 2977 236 895 472 4 882
Travel Debit 492 404 1383 202 1118 320 246 188 806 377 506 358 1380
Net 381 1381 1464 316 2 080 197 -138 449 2171 - 141 389 114 3502
Credit 314 921 2201 227 1582 133 178 192 2 693 543 399 697 7782
Other services |Debit 280 168 3213 313 2 459 218 210 208 4 408 763 580 1058 4 852
Net 34 753  -1012 -86 - 877 -85 -32 -6 -1715 - 220 -181 -361 2930
Credit 249 388 1549 126 724 108 145 1165 1724 143 385 250 2 205
Income Debit 454 423 2242 222 2 280 350 188 1162 2671 528 408 533 5524
Net - 205 -35 - 693 -96 -1 556 - 242 -43 3 - 948 - 386 -23 -283 -3319
Credit 308 105 997 144 556 157 104 105 2719 754 314 437 4 967
Current transfers |Debit 27 25 518 39 227 4 19 76 642 167 198 253 112
Net 281 80 479 106 329 153 85 28 2077 587 115 184 4856

Current account deficit in percent of GDP?: large disparities in the current account to
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In the period 1996-99 the average
current account to GDP ratio

Figure 2: Ratio of current account balance to GDP
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ranged from —-0.4% (Bulgaria) to —
10.7% (Lithuania). The average
ratio for the group of the candidate
countries stayed at 5% throughout
the period. In 1999 Lithuania and
Latvia showed the highest deficits in
percent of GDP (11.2% and 10.2%
respectively). Estonia, Romania and

Slovakia managed to improve -14%
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current account to GDP stayed

close to 1% whereas the current
account of Bulgaria which
accounted for 4% of GDP in 1997,

reversed in the following years and
stood at —5.4% of GDP in1999. In
the case of Poland the upward

trend of the current account deficit
to GDP became stronger in 1999.

Patterns of openness of candidate country economies: most of the candidate countries
exhibit marked outward orientation

Figure 3: Trade in goods and services as a percent of GDP
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Figure 3 illustrates the openness of
the economies of candidate
countries measured as half the sum
of exports and imports of goods and

services in percent of GDP. Estonia
and Malta are the countries with the
strongest  outward  orientation.
Poland, Romania and Turkey are

2 GDP at current prices
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rather inward oriented economies
as the value of their international
transactions in goods and services
accounted for a relatively low
percentage of GDP in 1996-99
period. Czech Republic and
Slovakia appear to be increasingly
engaged in international
transactions with a ratio higher than
60% in 1999. The rest of the
Candidate  Countries  exhibited
ratios, which stayed at around 50%
of GDP implying that their
economies are characterised by a
relatively high outward orientation.
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Trade in services with the rest of the world in 1999: positive balances mainly due to

travel services

In 1999 all candidate countries
except Romania were net exporters
of services. The biggest surplus in
services account was recorded by
Turkey (ECU 7.0 billion) which
enjoyed sizeable surpluses in both
travel and other services accounts.
Cyprus, Czech Republic, Hungary
and Poland registered surpluses
higher than ECU 1 billion in 1999
mainly due to the surplus in their
travel accounts.

All countries except Romania and
Latvia experienced positive
balances in their travel accounts.
Bulgaria, Cyprus, Malta and

Figure 4: Services transactions with the rest of the world, 1999
(in Ecu Mio)
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Romania are net importers of
transportation services. In the case
of “other services” Turkey's exports

outweighed by far its imports while
Bulgaria and Cyprus also showed
positive balances.

Structure of services: breakdown into transport services, travel services and other

services
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Figure 5: Structure of exports of services in 1999
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The structure of export of services
of candidate countries in 1999 is
shown in Figure 5. Travel services
are in several cases the biggest
component of total exports of
services. In Cyprus and Malta,
where exports of travel services

Transportation services are the
biggest component of imported
services for Malta, Cyprus,
Bulgaria and Estonia.

In several candidate countries travel
services represented a relatively
high percentage of total imports of

services ranging from  35%
(Slovenia) to 43% (Lithuania).
“‘Other services” are the main

component of imports of services in
Poland (66%), Hungary (61%), the
Czech Republic (60%), Slovakia
(60%) and Turkey (58%).

accounted for the 21% and 19% of
GDP respectively, the share of
travel in total exports of services is
as high as 60% for Cyprus and 56%
for Malta, indicating that both
countries are  specialising in
tourism. However, travel services

represented a high percentage of
total exports of services in Hungary
(60%), Bulgaria (52%), Lithuania
(50%) and Slovenia (50%).

Transportation services are the
main component of Latvia’'s exports
of services, accounting for the 70%
of its total exports. The share of
transportation services in the total
exports of services is also
significantly high in Estonia (47%),
Romania (39%), Lithuania (37%)
and Slovakia (36%).

Exports of other services appear to
be the most important part of
exports of services in the case of
Turkey and Romania representing
the 51% and 42% of their total
exports respectively.

Figure 6: Structure of imports of services in 1999
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