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1. Paper's idea

Economic freedom, understood as absence of barfeerdusiness entry, business
operations and business exit, are source of ecandevielopment. Its impact is indirect:

trough institutions framework creation and envir@min that encourages economic
development. Primarily, economic freedoms are céft@ of institutional arrangement,

which makes business operations and business idabgation easier for entrepreneurs
and managers, who are two extremely important gréopeconomic development.

Aim of the paper is to present empirical analysisinderrelation between economic
freedom and economic development, expressed treexgral indicators as GDP, Income
per capita, FDI per capita, etc.

2. Myths of collectivism and economic freedom

Economic freedoms are concept of economic developmeéhich emphasize individual
and his entrepreneurial energy. According to tluscept, collectivism and its care for
business, or state protectionism are replaced péibple's freedom in business, their
entrepreneurial optimism and personal responsiliit business activities and results.

Key barrier for this approach in Balkan countriggultural matrix based on collectivism,
traditional groups, fait in society as tool to solall individual problems, fait that state
(government) will provide jobs, will give subsidjgsotect domestic production.

Cultural matrix should not be underestimated. itz be changed quickly. But, changes
may start trough institutions building process, athwill consider such differences.
3. Accession of South East European countries to Eapean Union and economic

freedoms concept

It is paradox that the strongest opponents to enanéreedoms are those who advocate
faster accession to European Union. This is cassost Balkan countries.

But, is it possible to work on and advocate acoesgd European Union and at the same
time encourage protection of domestic industry? No!

European Union’s internal market counts 450 millajrcitizens and € 10,500 billion of
GDP. For small economies, as Balkan’s, it is enarsnmarket, and dominant market. It
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is really unlikely for us from Montenegro to exptwtNew Zeeland, but not to Kosovo or

Germany.

When we enter such large market, can we ask fdegtion from import of Bulgarian’'s

papers to Montenegro, as it is case now? No!

We will be unique internal European market and cetitipn and economic freedoms
will be maximal within the market. It will be diffult, almost impossible for national
governments to introduce any protectionism polices they are doing now in many

areas.

Following graph represents this clearly.

Graph 1.: Map of Europe
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So, entrance in EU, for all countries in the regimeans entrance into liberal economy

concept!

4. How economic freedoms can be measured (quantidig’

Heritage foundation from Washington, D.@ublishesindex of Economic Freedom

annually.
Ten indicators were used:

Trade policy,

Fiscal burden of government,
Government intervention in the economy,
Monetary policy,
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Capital flows and foreign investment,
Banking and finance,

Wages and prices,

Property rights,

. Regulation, and

10. Informal market activity.
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Scores are:

* Free —countries with an average overall score of 1.9@ss;

» Mostly free - countries with an average overall score of 2.0D.99;

* Mostly Unfree - countries with an average overall score of 3.08.99;
and

* Repressed countries with an average overall score of 400igher.

We particularly emphasize importance of governmspénding and its impact on
economic freedom. It was evidenced that increasgavernment spending leads to
decrease in real economic growth rates, due tadserin economic freedom.

Empirical data for OECD countries (1960-1996) confprevious statement.

Table 1.: Government spending and real GDP groarhyal) in OECD countries (1960-1996)

Government spendind Average annual GDP

(% in GDP) real growth rate

Up to 25 % 6.6
25-30% 4.7
30-40% 3.8
40-50% 2.8
50-60% 2.0

Over 60% 1.6

Higher level of government consumption reduces gnaates.

2 James D. Gwartney, Randall Holcombe, Robert Law§ha Scope of Government and Wealth of
Nation, CATO Journal, Vol.18, No 2 (Fall 1998.)



4. What is the level of economic freedom in region?
Following table shows level of economic freedonugio several indicators:

Table 2.: Economic freedom index 2005

Index of
Gov. Foreign | Banking | Wages Economic

Trade Fiscal | intervent | Monetar | investm & & Property | Regulati | Informal | Freedom

policy burden ion y policy ent Finance | Prices Rights on market 2005
Check Republic 3.0 3.6 25 1.0 2.0 1.0 2.0 2.0 3. 35 2.4
Hungary 3.0 2.0 2.0 2.0 2.0 2.0 3.0 2.0 3.0 3.4 2.4
Poland 2.0 2.9 2.0 1.0 3.0 2.0 3.0 3.0 3.0 3.5 25
Slovakia 3.0 1.8 2.0 3.0 2.0 1.0 2.0 3.0 3.0 3.5 2.4
Slovenit 2.C 34 2E 3.C 3.C 30 2.C 3.C 2.C 2kt 2.€
Estonia 1.0 2.0 2.0 1.0 1.0 1.0 2.0 2.0 2.0 2.5 1.7
Latvia 2.0 2.1 25 1.0 2.0 2.0 2.0 3.0 3.0 3.5 2.3
Lithuania 2.0 2.8 2.0 1.0 2.0 1.0 2.0 3.0 3.0 3.0 2.2
Albanig 4.C 2. 2E 1.C 2.C 3.C 2.C 4.C 4.C 4.C 2.9
Bosnia and
Herzegovina 3.0 2.6 2.5 1.0 4.0 2.0 3.0 5.0 5.4 3. 3.2
Bulgaria 2.0 2.4 25 2.0 3.0 2.0 2.0 4.0 4.0 3.5 2.7
Croatia 4.0 3.0 25 1.0 3.0 2.0 3.0 4.0 4.0 3.5 3.0
Macedoni 4.C 2.C 3.t 1.C 3.C 2.C 2.C 4.C 4.C 4.C 3.C
Romania 3.0 3.3 2.5 5.0 4.0 3.0 3.0 4.0 4.0 4. 3.6

Economic freedom index dynamics is representedliaving table.

Table 3.: Economic freedom index (1995-2005)

1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 2005
Check Republic 2.34 2.38 2.29 243 214 2{20 210 292 2.35 2.39 2.34
Hungary 2.93 2.98 3.04 2.9¢ 2.89 2.43 2|38 2,23 525 2.60 2.40
Poland 3.46 3.24 3.09 291 2.83 2.84 2|64 2.60 2.83 2.81 2.54
Slovakia 2.88 3.18 3.1 3.31 3.38 3.18 2]85 2176 712, 244 2.43
Slovenia 3.74 3.45 3.1 3.05 3.20 3p1 3[25 4.86 2.75 2.64
Estonia 2.40 2.44 2.46 2.43 2.29 2.119 1/89 1.73 816 1.76 1.65
Latvia 3.24 2.91 2.84 2.74 2.69 2.49 2.49 2130  362. 231
Lithuanie 3.5C 3.08 2.9¢ 2.9C 2.8¢ 2.52 2.3t 2.21 2.1¢ 2.1¢
Albania 3.48 3.58 3.59 3.58 351 3.78 348 3[24 832 3.0 2.93
Bosnia and lerzegovin: 4.61 4.61 4.4C 4.04 3.8¢ 3.4¢ 3.3C 3.1€
Bulgaria 3.56 3.50 3.53 3.6p 3.49 3.85 3,28 3128 263. 2.98 2.74
Croatia 3.53 3.56 3.68 3.55 3.49 3.89 3]29 306 .113 3.00
Macedoni 3.3t 3.2¢8 3.04 2.9t
Romania 3.60 3.44 3.30 3.21 3.20 3.0 3|59 3.78 187 3.66 3.58
Serbia and Montenegro 4.1 4|28
Belarus 3.70 3.45 3.95 4.15 4.14 4.13 410 4.21 442 4.09 3.99
Moldova 4.10 3.50 3.64 3.48 3.49 3.35 375 3(30 331 3.09 3.06
Russia 3.55 3.64 3.88 3.54 3.60 375 3179 3.74 8.54 3.46 3.56
Ukraine 4.05 3.75 3.81 3.88 3.15 3.Y5 3/88 3184 935 3.49 3.21

3 Source: Heritage Foundation, Index of Economi@&een 2005
* Source: Heritage Foundation, Index of Economi@&een 2005



What is rank of some countries from the region at wrld level (2005 rang)?

Table 4.: Index of Economic Freeddm

2005 rank Index
Bulgaria 52 2.74
Albania 67 2.93
Macedonii 69 2.9t
Croatia 74 3.00
Romanii 12t 3.5¢
Serbia and Montenegro n/a
Estoni¢ 4 1.65
Lithuania 23 2.18
Latvia 28 2.31
Check Republi 33 2.3€
Hungan 35 2.4C
Slovakic 36 2.4%
Poland 41 2.54
Sloveni: 45 2.64
Moldova 77 3.06
Bosnia and Herzegovina 84 3.16
Ukraine 88 3.21
Russia 124 3.56
Belarus 143 3.99

Estonia has the highest level of economic freedehile only two Baltic countries are
under 38 position. Basically, level of economic freedomviry low in the region, or,
protectionism is very strong.

5. Correlation analysis of index of economic freedn and set of selected indicators

Is it possible to find empirical evidences whicHlwehow interrelation between level of
economic freedom and particular indicators of eooicodevelopment? We estimated
several correlation coefficients.

In analysis, several indicators were used:

» Foreign Direct Investment — flow (million €, curteprices)
» Foreign Direct Investment — stock (million €, cuntr@rices)
» Foreign Direct Investment per capita (€, curreintqs)

» Gross Domestic Product (million €, current prices)

» Gross Domestic Product per capita (€, current pyice

» Economic freedom index

* Human Development index

® Source: Heritage Foundation, Index of Economi@&een 2005



Listed indicators statistics is presented in anvfetke paper.

For analytical purposes, impact from several ecooorariables to level of economic
freedon?, and vice versa, were estimated using correlati@fficients for following sets

of variables:

Foreign Direct Investment (mil €) and Economic ffem index (time period
from 1995-2004 year)cor (FDI, IEF)

Gross Domestic Product (mil €, current prices) &uwnomic freedom index
(time period from 1998-2004 yearjorr (GDP, IEF)

Gross Domestic Product per capita (€, current pyieed Economic freedom
index (time period from 1998-2004 yeakpr (GDPpc, IEF)

Gross Domestic Product per capita (€, current pyicand Foreign Direct

Investment per capita (€, current prices), (timeqgoefrom 1998-2003 year) -
corr (GDPpc, FDIpc)

Human Development index and Foreign Direct Investnper capita (€, current
prices), (time points: 1995, 2000, 2002y (HDI, FDIpc)
Human Development index and Economic freedom in&xe points: 1995,

2000, 2002) corr (HDI, IEF)

Correlations coefficients are presented in follayviable:

Table 5.. Correlation coefficien

((I:ZODFT, corr (GDP, corr (GDPpc, corr (GDPpc, corr (HDI, corr (HDI,

IEF) IEF) IEF) FDIpc) FDIpc) IEF)
Check Republic -0.526 0.33p 0.332 0.1p8 0.999 @.p2
Hungary -0.016 -0.515 -0.51B -0.235 -0.942 -1.000
Poland -0.466 -0.79¢4 -0.791 -0.202 0.5p5 -0.997
Slovakie -0.38¢ -0.957 -0.95¢ 0.30¢
Slovenia 0.059 -0.654 -0.66R 0.441 0.7p8 1.000
Estonia -0.703 -0.93( -0.93p 0.503 0.786 -0.879
Latvia 0.05¢ -0.93( -0.93¢ 0.05¢ 0.94: -1.00(
Lithuania -0.311 -0.970 -0.97p -0.434 0.959 -1.000
Albanis -0.56¢ -0.74( -0.761 0.801 0.817 -0.46¢
Bosnia and Herzegoving -0.64 -0.944 -0.947 0.859
Bulgaria -0.868 -0.957 -0.945 0.839 0.878 .983
Croatia -0.675 -0.952 -0.950L 0.571 0.980 .00
Macedonia -0.942 -0.982 -0.987 0.181
Romania 0.087, 0.85¢ 0.861 0.138 0.888 0.364
Serbia and Montenegro 1.0Q 1.0p0 1.900 0.863

Montenegro 0.13(

Belarus 0.441 0.058 0.059 0.967
Moldova -0.104
Russia 0.829 -0.20¢ -0.208 -0.252 1.000 .000
Ukraine -0.788 -0.417 -0.44y 0.717 0.9p4 -0.615

Analysis of correlation coefficients showstrong positive interrelation (impact)
between level of economic freedom and foreign direénvestment, which in case of

® Heritage foundation



some countries is almost perfect (Macedonia, Bidg&erbia and Montenedjo High
negative value of coefficient shows that increasd-DI leads to increase in level of
economic freedom, reflected to decrease in econtregdom index valu.

On the other side, higher level of economic freedseen as absence of any restrictions
concerning foreign ownership in land and real estasome economic sectors and
industries, have positive impact on foreign investinflows and stocks. Furthermore,

lack of restrictions for profit repatriation, intetional capital flows, aces to domestic

financial sources, is necessary precondition fogiém direct investment inflow.

Positive interrelation is even more visible in casef GDP and economic freedom
index. Most of the countries have coefficient value cldse(-1): Slovakia, Estonia,
Lithuania, Bosnia and Herzegovina, Bulgaria, CmatiMacedonia, Serbia and
Montenegro. Coefficients value empirically confirstsitement that economic freedoms
are key source of economic growth measured with GIxrelation coefficients in case
of GDP per capita and Economic freedom index suppah conclusion as well.

Analysis shownstrong interrelation between GDP per capita and FDI per cpita —
coefficient values are positive and in some cageg kigh, around 0,8 (Albania, Bosnia
and Herzegovina, Bulgaria, Serbia and Montenegro).

Step further in analysis is to quantify correlatioetween Economic freedom index and
Human development ind&xInterrelation is strong and positiviecrease in economic
freedom leads to growth in human development.

6. Message from the paper

Development trough economic freedom, instead trastgke administration, is strategy
which should be followed by all countries in thgion. Analysis presented in the paper
support this thesis: level of economic freedom isignificantly correlated with all
macroeconomic indicators of development. It is intgoat to emphasize that foreign
direct investment, which are viewed as extremelgartant by all countries, significantly
depend on economic freedom. If countries need rfureggn investment, it is necessary
to increase level of economic freedom and to eragmidevelopment of market economy
and its institutions.

" Index of economic freedom for Serbia and Monteaégjavailable only for 2002-03, which reduce
accuracy of estimated coefficients

8 value of Index of economic freedom is lower wititiease in economic freedom, which is why negative
coefficient value shows positive relationship besw&DIls and economic freedom.

° HDI is aggregated indicator of human well beingautified by UNDP. Measures achievements in three
key components: (1) Health, using life expectari2y;Education, using literacy rate and gross eneolm
ratio; (3) Living standard, using income per capiRP US$
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ANEX — Economic indicators in South East Europeanr@ries

Table 6. FDI inflows, EUR mn™®

1994 1995 2001 | 2002 | 2003 | 2004 f
Czeck Republi 734 | 1,982 6,29¢ | 9,01z | 2,28¢ | 4,00(
Hungary 966| 3,696 b D98 914|3 3,026 2,182 3,00
Polanc 1,581 | 2,831 6,372 | 4,371 | 3,75¢ | 5,00(
Slovakia 231 200 284 1,168 4,878 506 1,500
Slovenia 98 117, 134 412 1,707 160 O
New EU members-§ 3,610 | 8,826 19,240| 22,494| 8,894 | 13,800
Estonia 184 156 603 807 797
Latvia 18C 13€ 182 407 31¢ 40C
Lithuania 26 56 122 489 172 160
Baltic countries| 390 350 1,284 | 1,486| 1,276| 1,600
New EU members-§ 3,999 | 9,176 20,523 | 23,980 | 10,170 | 15,400
Albania 45 54 231 151 158 3
Bosnia and Herzegovin 133 P82 38 200
Bulgaria 89 70 B 9p3 980 1,254,500
Croatia 99 88 L 1,743 1,193,733 1,500
Macedonia 20| 7 9 f 493 B3 84
Romania 287 324 1,p94 121}2 1,381 2,000
Serbia and Montenegro| 186 502,109 1,000
Montenegro 11 8y 3 k
South Eastern Euro 53¢ 542 4,98¢ 4,40 6,05¢€ 6,60(
Belarus 9 11 1p7 262 151
Moldove 10 51 162 12¢ 52 10C
Russia 584 1,597 P 033 93}063,660 1,012 1,50
Ukraine 131 204 884 134 1,p61,3001
European ClI 734 | 1,86% 4,22 | A77¢ | 2,478 | 3,00(
Asian CIS| 754 | 1,265 4,424 | 4,270| 5,300| 6,000
CIS | 1,487 | 3,128 8,648 | 9,049 | 7,775| 9,000
Eastern Europg 6,026 | 12,847 34,155 | 37,432 | 24,001 | 31,000

10 Source: The Vienna Institute for International Eomic Studies: Foreign Direct Investment in SoutistEEurope in 2003-04,

Vienna, June 2004



Table 7. Inward FDI stock, EUR m

1994 | 1995| 1996 1997 1998 1999 2000 2001 2002 2003
12,25
Czeck Republic 3,732 5741 6910 8367 5 17,479 23,323 30,71y 36,884  37,6P6
10,69 | 16,29 | 17,77
Hungary 5,785 8,817 1 6 1| 23,161| 24,734 31,376 36,297 37,907
13,20 19,24
Poland 3,105 6,127 9,229 6 7| 25,946| 36,792 46,686 45,739 48,000
Slovakia 737 1,013 1,660 1,888 2,464 3,174 5112 32%® 8,185 9,000
Slovenia 1,081 1,376 1,612 2,000 2,369 2,675 3,1102,952 3,918 4,000
14,44 | 23,06 30,10| 41,75| 54,10 118,05 131,02| 136,53
New EU members-§ 0 8 2 7 5| 72,434| 93,071 7 3 8
Estonia 404 574 664 1,040 1,560 2,454 2,843 3,573 ,0354 5,164
Latvia 252 480 754 1,140 1,325 1,782 2,241 2,652 672 2,665
Lithuania 255 274 654 942 1,384 2,050 2,509 3,023 818 3,968
Baltic countries 911 | 1,328 1,983| 3,123| 4,269 6,285 7,593 9,248 | 10,532| 11,796
15,35| 24,39 32,08| 44,88| 58,37 100,66 | 127,30| 141,55| 148,33
New EU members-§ 1 7 4 0 5 78,720 4 5 5 0
Albania 118 172 243 285% 32b 364 519 750 901 1,059
Bosnia and Herzegovina 60 25 384 517 799 ,136L
Bulgaria 203 273 360 806 1,363 2,392 2,426 3,129 533 4,300
Croatia 193 274 696 1266 1,622 2,568 3,821 5,836 ,443% 9,083
Macedonia 20 28 37 63 177 208 397 890 973 2,057
Romania 333 642 885 2,128 3,783 5,447 6,966 8,656 ,6568 10,118
Serbia and Montenegro 653 753 859 914 1,100 ,6021 2,711
Montenegro
South Eastern Euro 86¢ | 1,38¢ | 2,21¢| 520C| 8,08 | 12,06: | 15,427 | 20,37¢ | 22,90¢ | 29,46«
Belarus 24 35 123 458 608 1,148 1,403 1,585 1,670 ,5021
Moldova 23 72 93 177 221 32z 492 681 692 62E
11,93
Russia 1,317, 3,214 5206 9,509 3 15,038| 27,175 41,848 49,317 50,000
Ukraine 436 640 1,05( 1599 2,2%7 2,7P3 4,164 5,4485,329 6,000
11,74 | 15,01
European CIS| 2,100| 3,960 | 6,473 4 8 | 19,231| 33,235| 49,557| 56,908| 58,127
10,89
AsianCIS| 1,949 | 3,057| 5,274| 8,798 5| 15,105| 17,327 | 23,665| 23,972| 30,000
11,74| 20,54| 25,91
CIS| 4,049| 7,018 7 2 3| 34,335| 50,563| 73,222| 80,880| 88,127
20,26 | 32,80| 46,05| 70,62| 92,37 | 125,11| 166,65 220,90| 245,33| 265,92
Eastern Europe 8 2 0 2 1 5 3 5 8 0

10



Table 8.: FDI inflows per capita, EUI
1994 1995 1996 1997 1998 1999 2000 2001 2002 2003
Czeck Repukc 71 192 111 112 322 577 52€ 61€ 884 224
Hungary 93 358] 255 358 291 303 294 431 298 P15
Poland 41 73 93 112 14j7 117 267 165 114 98
Slovakie 43 37 53 36 113 68 387 32¢ 814 94
Slovenia 49 59 69 14 98 50 15 207 855 80
New EU members-§ 54 133 117 145 192 245 315 290 341 135
Estonia 126 109 85 168 369 207 300 442 226 689
Latvia 71 56 124 19Q 132 136 187 17 174 137
Lithuania 7 15 34 89 231 13p 118 143 2p2 46
Baltic countries 51 46 73 136 225 146 177 178 207 179
New EU members-§ 54 124 112 144 195 236 302 279 328 139
Albania 14 16 21 13 17 11 5[ 74 48 b0
Bosnia and Herzegovina 16 45 12 B5 74 87
Bulgaria 10 8 10 54 54 o4 135 114 125 160
Croatia 21 19 91 103 186 302 266 3P3 269 890
Macedoni: 10 4 4 13 57 15 93 242 40 41
Romania 13 14 9 44 80 a4 51 58 56 64
Serbia and Montenec 62 10 13 7 22 6C 134
Montenegro 17 141 6B
South Eastern Europ 64 67 79 99 88 119
Russia 11 13 24 1y 21 20 21 5 7
Ukraine 3 4 8 11 13 g 13 1B 15 26
Table 9.: GDP per capita (EUR at exchange tate)
1998 1999 2000 2001 2002 2003 2004 f
Czeck Republi 5,271.( 5,383.( 5,878.( 6,644.( 7,683.( 7,852.( 8,350.(
Hungary 4,077.0 4,402.0 4,953|0 5,679.0 6,782.0 3@ 8,150.0
Poland 3,885.0 3,994.0 4,67010 5,366.0 5,299.0 14086 5,110.0
Slovakia 3,661.0 3,546.0 4,061)0 4,334.0 4,784.0 383&0 6,170.0
Slovenia 9,383.0 10,078.p 10,421.0 11,006.0 110771. 12,316.0 13,000.
Estonia 3,5681.0 3,793.0 4,327/0 4,888.0 5,498.0 40609 6,570.0
Latvia 2,449.0 2,833.( 3,5626.0 3,900.0 4,177.0 Rl 4,680.0
Lithuania 2,783.0 2,881. 3,517/0 3,876.0 4,302.0 ,71@0 5,210.0
Albania 726.0 953.q 1,174.0 1,539,0 1,636.0 1,710.0 2,046.0
Bosnia and Herzegovina 1,049,0 1,234.0 1,359.0 51047 1,556.0 1,635.( 1,730/0
Bulgaria 1,377.0 1,481. 1,674]0 1,920.0 2,101.0 242p 2,510.0
Croatia 4,284.0 4,102.0 4,502|0 4,998.0 5,451.0 4B 6,225.0
Macedoni 1,590.( 1,709.( 1,921.( 1,887.( 1,981.( 2,041.( 2,095.(
Romania 1,651.0 1,491.0 1,7950 2,002.0 2,221.0 16203 2,630.0
Serbia (exc.Kosovo and Metot 87z 1542 2,015.( 2,225.( 2,370.(
Montenegro 1,668.4 2,024.8 2,109.1 2,317.9 20473.
Belarus 1,428.0 1,022.0 1,235|0 1,354.0 1,545.0 78105 1,874.0
Russi: 1,618.( 1,256.( 1,928.( 2,365.( 2,536.( 2,634.( 3,258.(
Ukraine 737.0 595.0 683.0 872|0 931.0 91y7.0 1,030.0

1 Source: The Vienna Institute for International Eomic Studies: Foreign Direct Investment in SoutisttEurope in 2003-04,

Vienna, June 2004
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Table 10: GDP (EUR mn at exchange r¢

1998 1999 2000 2001 2002 2003 2004 f
Czeck Republic 54,132.6 55,3523 60,381.8 67,929.6 78,372.7 80,103.7 85,2285
Hungary 41,803.1 44,995.6 50,522.1 57,78B.3 683785. 73,153.9 82,290.4
Poland 150,221.3 154,384/1 180,467.5 207,304.7 520231 185,264.5 195,0743
Slovakia 19,7354 19,131.F 21,932.2 23,315.1 252781 28,948.7 33,208.3
Slovenia 18,602.7 20,010.9 20,740.9 21,924.0 234491 24,592.6 25,961.
Estonia 4,964.0 5,218.p 5,925/8 6,667.7 7,469.6 41860 8,864.9
Latvia 5,902.1 6,772.3 8,367 2 9,184.5 9,768.3 B 10,827.6
Lithuania 9,877.7 10,153.5 12,307\7 13,498.5 14024 16,269.3 17,900.1
Albania 2,449.1 3,241.3 4,012)8 4,790.0 5,14p.9 54891 6,526.7
Bosnia and Herzegovina 3,833 4,596.7 5,138.4 25160 5,956.4 6,265.3 6,6294
Bulgaria 11,333.3 12,130.7 13,642.3 15,150.9 160484 17,545.1 19,581.
Croatia 19,282.3 18,680.p 19,9754 22,176.1 24818. 25,528.2 27,651.4
Macedonia 3,191.9 3,448p 3,892.7 3,839.9 4,002.0 ,13741 4,246.6
Romania 37,1521 33,4849 40,271.2 44,861.6 48406. 50,335.0 57,071.
Serbia (exc.Kosovo and Metohia) 6,755.4 11®15. 15,120.6 16,687.5 17,775)0
Montenegr 1,022.: 1,244.¢ 1,301. 1,432.¢ 1,535.(
Belarus 14,344.3 10,239.4 12,337.7 13,478.7 150294, 15,541.7 18,365.7
Moldovz
Russia 236,758.1 182,822|1 279,211.0 340,451.2 6387, 379,738.5 467,197 2
Ukraine 36,927.8 29,577.9 33,665.9 42,254.6 44%91. 43,669.7 48,699.7
Table 11.: GDP (EUR mn at exchange rate)
1998 1999 2000 2001 2002 2003 2004 f
Czeck Republic 6.139 10.72% 8.95p0 9.27T% 11.50% 98.86 4.69%
Hungary 7.15% 6.909 5.93% 7.60% 4.40% 2.98% 3.65%
Poland 3.78% 4.429 5.73% 3.07p6 2.16% 2.0B% 2.56%
Slovakia 3.09% 1.919 9.52% 7.580 17.01% 1.76% 4.52%
Slovenia 1.04% 0.499 0.72% 1.88p6 7.21% 0.6p% 1.16%
Estonia 10.29% 5.44% 7.17% 9.04% 4.11% 9.91% 6.77%
Latvia 5.37% 4.80% 5.32% 1.98% 4.17% 3.25% 3.69%
Lithuania 8.34% 4.50% 3.35% 3.70% 5.17% 0.98% 3.35%
Albania 1.63% 1.20% 3.86% 4.82% 2.93% 2.90% 4.60%
Bosnia and Herzegovina 1.57 3.61% 3.09% 2.37% 9%.73 5.39% 3.02%)|
Bulgaria 4.22% 6.399 8.09% 5.96%0 5.95% 7.15% 7.66%
Croatia 4.31% 7.37Y 5.91% 7.86% 4.93% 6.79% 5.42%
Macedoni 3.57% 0.90% 4.86Y% 12.84% 2.07% 2.03% 2.35%
Romania 4.86% 2.93% 2.85% 2.88% 2.50% 2.74% 3.50%
Serbia (exc.Kosovo and
Metohia 0.81% 1.56% 3.32% 6.65% 5.63%
Montenegro 0.009 0.85% 6.68% 2.70% 3.26%
Belarus 1.26% 4.069 1.05% 0.79p% 1.71% 0.9/ % 0.54%
Moldova
Russia 1.02% 1.70% 1.05% 0.90p6 1.00% 0.2/ % 0.32%
Ukraine 1.78% 1.58% 1.91% 2.09% 1.64% 2.89% 2.67%
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Table 12.: Human Development Ind*?

1995 2000 2002

Czeck Republic 0.843 0.85p 0.868
Hungary 0.810 0.837 0.84B
Poland 0.816 0.841 0.85p
Slovakia 0.842
Slovenia 0.852] 0.881 0.895
Estonia 0.796 0.834 0.858
Latvia 0.765 0.808 0.82
Lithuania 0.789 0.829 0.842
Albania 0.702 0.74Q 0.781
Bosnia and Herzegovina 0.781
Bulgaria 0.784 0.791 0.796
Croatia 0.798 0.823 0.83D
Macedonia 0.793
Romania 0.769 0.773 0.778
Serbia and Montenec

Montenegro 0.759 0.771
Belaru: 0.752 0.77¢ 0.79(
Moldova
Russia 0.771 0.79%
Ukraine 0.751] 0.76: 0.773

12 Source: UNDP: Human Development Report 2004, CalliLiberty in Today's Diverse World (www.undp.org)



