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GERMAN IMPORTS

The European Commission
grossly underestimates the
effects of German domestic
demand expansion

BY LEON PODKAMINER

The European Commission’s recent study ‘Current
Account Surpluses in the EU™ suggests that an
expansion of domestic demand in Germany would
have only negligible effects on the trade deficits of
its EU partners. Rough calculations indicate that
these effects may actually be larger by a factor of 5
or more.

The Commission’s study suggests that a 1 per cent
increase in German domestic demand would have
practically no effect on the trade balances of Ger-
many’'s partners. The most pronounced effect
would, according to the Study, be observed in the
Czech Republic whose trade balance would im-
prove by around 0.1 per cent of Czech GDP. The
trade balances in Spain, Italy and Portugal would
improve by around 0.02 per cent of their respective
GDP (pp. 108-109).

The Commission’s conclusions follow from calcula-
tions according to which an increase in German
domestic demand of 1 per cent in 2009 would have
lowered (by means of increased German imports)
the German trade surplus by 0.2 per cent of the
German 2009 GDP. Already this ratio looks a bit
suspicious. In 2009 the German import/domestic
demand ratio stood at 0.438. Assuming a fixed
import propensity (as in the Commission’s study), a
1 per cent rise in domestic demand would have
increased German imports (and lowered the trade
surplus) by 0.44 per cent of GDP — double the key
parameter in the Commission’s study.

A more important question relates to the presumed
constancy of the import/domestic demand ratio. A
useful convention, starting with Houthakker and
Magee (1969), has been to view the demand for

' http://ec.europa.eu/economy_finance/publications/

european_economy/2012/pdf/ee-2012-9_en.pdf.

imports as a constant-elasticity function of a coun-
try’s income and its relative price level. According
to this convention the demand for imports is not a
fixed fraction of income (i.e. GDP).

According to a relatively recent IMF study (by Yi
Wu, 2005)?, the German income elasticity of im-
ports was about 1.97 (p. 27). This estimate, based
on a relatively long time series (1960-1998), was
derived via Dynamic Ordinary Least Squares. As-
suming that this estimate is still valid, a 1 per cent
increase in German domestic demand would —
approximately — generate additional imports equal
to 2 per cent of GDP: ten times the Commission’s
estimate.

Using simple Ordinary Least Squares on more
recent data (see the scatter plot below) one can
establish a linear relationship between the loga-
rithms (Log) of the volumes of German imports of
goods and services and German domestic demand
(as well as German exports of goods and services).
For the whole period (1991-2011) one obtains:

Log (Imports) = 1.207* Log (Domestic Demand) +
0.687*Log (Exports) + constant

For the years 1995-2011 and 1999-2011 the do-
mestic demand elasticity estimates are 1.245 and
1.247 respectively while the export elasticity esti-
mates are 0.684 and 0.688 respectively.®

Of course, this formulation abstracts from the price
effects. It ignores (as do the Commission’s calcula-
tions) the fact that the price (and cost) levels in
Germany have been declining relative to those of
almost all German EU trading partners. Also, it
cannot capture the effects of differential develop-
ments in the German deflators for domestic de-
mand and imports.

http://www.imf.org/external/pubs/ft/wp/2005/wp0511.pdf.

The regressions allow for first- and second-order serial
correlation. In each case the heteroskedasticity-consistent
standard errors are very small while the customary diagnos-
tic tests are passed with flying colours. A more sophisticated
estimation procedure (Vector Error Correction) delivers es-
timates (of the parameters of the long-run import function)
virtually identical with those derived through the Ordinary
Least Squares method.
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Germany: Imports and domestic demand, millions 2005 €
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The tentative conclusion is that a 1 per cent in-
crease in German domestic demand could gener-
ate — ceteris paribus — imports well in excess of
1 per cent of German domestic demand. For 2009
the volume of additional imports generated by a
1 per cent increase in the volume of domestic de-
mand would have been around 26-27 billion 2005
euro — way off the 4.6 billion euro implied by the
Commission’s study. Accordingly, the combined
exports of Germany’s trading partners would have
risen by 26-27 billion euro rather than 4.6 billion.
Their trade balances would then have improved
much more significantly than suggested by the
Commission. It does matter — for the EU as a
whole — whether or not Germany sticks to its policy
of repressing domestic demand (and wages).

Houthakker, H.S. and S.P. Magee (1969), ‘Income and
Price Elasticities in World Trade’, Review of Economics
and Statistics, Vol. 51, pp. 111-125.

Yi Wu (2005), ‘Growth, Expansion of Markets, and In-
come Elasticities in World Trade’, IMF Working Paper
05/11.
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NORTH-SOUTH DIVIDE

The new North-South divide in
Europe — can the European con-
vergence model be resuscitated?

BY MICHAEL LANDESMANN"

Introduction

Although global in character, the financial and eco-
nomic crisis of 2008-2012 is on course to become
a threshold event in the history of Europe’s devel-
opment and particularly with respect to its cross-
country integration experience and policies. In this
article the focus is on the implications that the crisis
bears for the low- and medium-income economies
of Europe comprising: the countries of Central,
Eastern and Southeast Europe (CESEE), the GIPS
countries (Greece, ltaly, Portugal and Spain) as
well as Turkey, the Ukraine, and Russia.

Over the years 2010 and 2011 it looked as if the
European Union as a whole was recovering from the
deep recession it had experienced in 2009. Nonethe-
less, the recovery was relatively muted, although
Germany and a few other ‘Northern’ economies re-
corded reasonably high growth rates in both 2010
and 2011. Furthermore, data from the final quarter of
2011 onwards and for 2012 show a severe growth
slowdown and even contracting output. The most
recent forecasts predict negative growth (-0.3%) for
the eurozone in 2012 and zero growth for the EU as
a whole for the same year.! Very major downward
revisions were made for the GIPS countries. The
EC 2012 forecast is -4.7% for Greece (previously
-2.8%), Spain -1.8% (previously +0.7%), Italy -1.4%
(previously +0.1%) and Portugal -3.3% (previously
-3.0%). Forecasts for countries in Central and
Eastern Europe have also been substantially re-
vised downwards.” The crisis in the eurozone can

The paper draws on joint work, particularly with Vladimir
Gligorov; thanks go also to Mario Holzner and the wiiw stat-
isticians, particularly to Beate Muck, Galina Vasaros and
Monika Schwarzhappel.

See European Commission, DG EcFin, Spring and Autumn
Forecasts, Brussels 2012.

See the forecasts and analysis by wiiw in wiiw Current Analy-
ses and Forecasts, No. 10, July 2012 for the CESEE region
which also includes forecasts for the years 2013 and 2014.

thus be seen to have taken a heavy toll on the
GIPS countries and, as we shall argue in the
course of this paper, will be doing so also on other
countries of Europe’s Emerging Economy (EME)®
region. We shall also emphasize that the EME
region is in itself far from homogenous and the
adjustment processes initiated by the global finan-
cial and economic crisis proceeded along different
trajectories in different groups of low- and medium-
income economies in Europe.

The underlying driver of the new North-South di-
vide in Europe is the build-up of external imbal-
ances prior to the crisis within the EU and in the
countries in Southeast Europe closely connected
with the EU. The causes of this build-up will be
discussed as will the inadequacy of the inherited
institutional and policy framework of the EU and the
eurozone in particular. In the course of policy re-
sponses to the crisis, the EU is developing a new
framework in which one of the main pillars is fiscal
restraint now formalized in the fiscal compact. In
addition, monetary policy has been relaxed and
institutions have been set up to deal with the prob-
lem of stabilization support and debt resolution;
most recently an initiative has started to move to-
wards a ‘banking union’. The contours and the
outcome of this policy framework are far from set-
tled and subject to major political tensions across
the EU right now.

As far as the policy framework has evolved so far it
deals mainly with stability while growth is expected
to be spurred by structural reforms, i.e. by supply-
side policies. The risk is that these policies for sta-
bility and growth may deliver a prolonged period of
stagnation with high unemployment in countries
and regions that need to deleverage and build up
their tradable sectors. With exchange rate rigidity
and fiscal austerity, it may take considerable time
for these countries to recover. That will severely
test the weaker European economies, i.e. those in
the GIPS group as well as the Balkan economies

European EMEs defined in this paper encompass the GIPS
economies as well as all the countries of Central, East and
Southeast Europe (CESEE).
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and in a different way also some of those in Central
Europe and in the Baltics. This in turn can have
severe repercussions on the EU set-up as a whole.

1 The European growth and convergence
model prior to the crisis

The pre-crisis integration model in relation to
Europe’s Emerging Economy (EME) region was
characterized by a very high degree of liberalization
of external economic relations. Trade relations
were strongly liberalized (although in the services
and utilities sector non-tariff types of barriers per-
sist) and there was a commitment to free interna-
tional capital movements (in all their forms). In the
CESEE region in particular, financial markets were
fully opened up to foreign financial institutions and
in most of these economies foreign banks attained
a dominant market position.

As Figure 1 shows, the period from the mid-1990s
onwards coincided with a process of ‘convergence’
in many countries of the CESEE region, as these
economies embarked (after a difficult first phase of
‘transition’) on a growth path with rates substan-
tially above those of their western neighbours. For
a number of these economies, the ‘catching-up
processes’ were nonetheless interrupted at times
by policy mistakes (sometimes the legacies of mis-
taken forms of privatization programmes, and often
the result of problematic steps taken in monetary
and exchange rate policy, such as opting too early
for a fixed exchange rate regime). The perform-
ance of the GIPS economies shows much less
evidence of ‘convergence’ over this period, with
Italy showing particularly low growth rates and both
Greece and Portugal roughly maintaining their
gaps in income levels relative to the EU as a whole
while Spain experienced above-average growth.

Underlying the growth performance of the CESEE
economies was the opportunity which any lower-
income, lower-productivity economy has to benefit
from ‘technology’ transfer (the so-called Ger-
schenkron effect’); in the particular case of former

*  Named after Alexander Gerschenkron's ‘advantages of

backwardness’ thesis; see A. Gerschenkron A. (1962), Eco-

transition economies, ‘technology’ should be inter-
preted rather broadly, including the importance of
product design, in organizational structures, and
behavioural practices, facilitated by changes in
institutions and in legal frameworks. In the case of
many of these economies the speed of ‘technology’
transfer was reinforced by the anchoring to EU pre-
accession and then accession arrangements. This
anchoring added to the attraction of the region to
foreign direct investments, a major conduit for the
type of technology transfer alluded to above. Low
relative unit labour costs combined with relatively
high human capital endowment made the region
attractive to foreign investors. This in turn led to
access to high-income markets and the possibility
of integration into cross-border production net-
works.

As will be shown in the next section, only in some
of the economies did this lead to a substantial re-
covery of industrial production capacities, i.e. a
process of ‘reindustrialization’ after the earlier pe-
riod of — often massive — deindustrialization which
most countries experienced at the beginning of the
transition period. In many other economies, a
longer period of political and economic turbulence
such as in most countries of Southeast Europe and
in the Baltics led to a situation in which pre-
transition levels of industrial production were never
attained; this in turn showed up in sustained gaps
in trade balances. This had grave consequences in
terms of vulnerability to external shocks to which
we shall return below.

Furthermore, especially the economically weaker
and vulnerable countries (in the Balkans and the
Baltics) adopted various versions of fixed ex-
change rate regimes. The reason was often lack
of trust in domestic monetary authorities and to
avoid the large exchange rate fluctuations that
can characterize shallow foreign exchange mar-
kets. By pegging the exchange rate, the countries
also wanted to speed up financial and monetary
integration with the euro area. In turn, the choice

nomic Backwardness in Historical Perspective: A Book of
Essays, Belknap Press of Harvard University Press, Cam-
bridge, MA, 1962.
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Figure 1

Growth - GDP at constant prices. Average annual growth rates, 1995-2002 and 2002-2008, in %
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Source: wiiw Annual Database incorporating national statistics, Eurostat.

of exchange rate regime contributed strongly to
sustaining and accentuating the problem of dete-
riorating trade balances.

In the next section we follow up the problem of
external imbalances.

2 External imbalances and different groups
of Europe’s low- and medium-income

countries

As discussed above, the pre-crisis European inte-
gration framework (with its monetary and financial
markets dimension) was designed to encourage
large inflows of foreign investment from the more
developed to the less developed countries, with
external imbalances expected to be temporarily
widening, then narrowing and eventually closing as
income levels converged mainly on account of
export growth. The outcome in Central Europe
(particularly, the Czech Republic, Hungary, Slova-
kia, Poland) has been more or less as intended,
but not in the countries of Southern Europe nor in
the Baltic states or in Southeast Europe. Once the
financial crisis broke, it led to a dearth of foreign
financial inflows and a sharp decline in foreign
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trade. In that context, however, export recovery has
often proved stronger in those countries with lower
pre-crisis trade deficits than in many of the coun-
tries with major trade imbalances (see below).

The development of external imbalances prior to
the crisis led to an accumulation of foreign debts
with clearly unsustainable growth dynamics. Since
the start of the crisis they started to climb at lower
rates and, in some cases, the foreign debt to GDP
ratios have declined: indicative of the onset of a
deleveraging process.

Figure 2a shows developments in the current ac-
count and its components. Figure 2b presents the
pre- and post-crisis developments in various debt
segments: external debt, public and private debt
and the various components of private debt (all
expressed as a percentage of GDP). Looking at
Figure 2a first, we can see that the Central Euro-
pean economies® with the exception of Slovenia
display a relatively positive performance in terms of
their current account developments, which did not

® CE-5: Czech Republic, Hungary, Poland, Slovakia and

Slovenia.
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Figure 2a

Composition of the current account of the balance of payments, 2000-2011

in % of GDP
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Figure 2b
Private and public debt in % of GDP, 2002, 2008, 2010 and 2011

Non-financial corporations ®Households = Other private debt OPublic debt ®mGross external debt

200 +

150

100

50

200

150 -

100

50

400

300

200

100

200
150

I
iy ot Mg ! HHHHHF!‘“

I ll |.|| 0 llll 1 HHHH I|‘|

AL BA ME
200 -
150 +
100 A
50 | Nuu i !
I e 2l
KZ TR RU UA

|IE: For better readability other private debt and gross external debt is not shown (e.g. gross external debt 2010 would be 1105.1%
of GDP).

Source: Eurostat, IMF, wiiw own calculations.

The Vienna Institute Monthly Report 2013/1 7



NORTH-SOUTH DIVIDE

experience any substantial deterioration before the
crisis. Furthermore, the trade accounts confirm the
relative strength of those economies in terms of
their export as against their import performance. A
number of economies have been able to attain posi-
tive trade balances (the Czech Republic and Slova-
kia) and others came close to balance. Given that
evidence, it would thus seem that these economies
encountered no competitiveness problems.®

Much more problematic were developments in the
other groups of economies. All the Baltic econo-
mies as well as Romania and Bulgaria recorded
strongly deteriorating current accounts before the
crisis, which were predominantly associated with
deteriorating trade balances. In part, those deterio-
rating trade balances reflected inordinately high
growth rates in some of the economies prior to the
crisis; however, there is clear evidence here of
external balances ‘moving out of gear’.

If we compare the above economies with the GIIPS
countries’, we can see competitiveness problems
that came particularly to the fore in two countries
with persistently high current account deficits:
Greece and Portugal. Competitiveness problems
featured less prominently in Spain and Italy, while
Ireland recorded persistently high export surpluses
(the current account deficit reflecting a high level of
profits earned by foreign-owned companies as
evidenced by the income accounts).

The remaining countries in Southeast Europe
(SE-6°) show very high trade deficits reflecting a
very small export base upon which the economies

Of course, the trade accounts per se are insufficient to
reflect fully competitive strengths and weaknesses as they
can, for example, become sharply positive or negative when
GDP growth exceeds or falls short of that of the main trading
partners.

The GIIPS: Greece, Ireland, Italy, Portugal and Spain. While
Ireland is not included in the range of low- or medium-
income economies and therefore does not feature in other
parts of our analysis (which refers to the GIPS without Ire-
land), it is included here and elsewhere as prior to the crisis,
Ireland was also characterized by a build-up of very high ex-
ternal imbalances and high private sector debt growth.

SE-6: Albania, Bosnia and Herzegovina, Croatia, Mace-
donia, Montenegro, Serbia.

can count. Current accounts displayed marked
deterioration in the period prior to the crisis in two
economies: Montenegro and Serbia. Most of the
economies in the group rely on major transfers in
the form of remittances from their nationals living
and working abroad, thus partly offsetting the high
trade deficit.

As is well known, current account imbalances have
to be financed and the capital inflows funding the
same accumulate in the form of debt positions in
different sectors of the economy. The accumulation
of domestic and foreign debt positions is shown in
Figure 2b. The information presented in the graphs
shows further differences between and within coun-

try groupings.

Among the CE-5, relatively moderate or no in-
creases are to be observed in the various debt
positions of the Czech Republic and Poland, a
somewhat higher increase of private debt in Slova-
kia (whereas public debt dropped as a percentage
of GDP), and marked increases in private sector
debt positions in Slovenia (mostly corporate debt)
and Hungary. Furthermore, Hungary increased its
public debt to 73 per cent of GDP in 2008, which is
rather unique among the countries of Central and
Eastern Europe, followed by Poland whose public
debt rose to 50 per cent of GDP in 2008.

The Baltic states as well as Bulgaria and Romania
were characterized by a rapid development of pri-
vate debt over the pre-crisis period, while public
debt (as a percentage of GDP) was driven down,
as it benefited from the high growth rates over that
period and the associated tax revenue. Among the
SE-6 countries, Croatia also displays a rapid rise in
private sector debt, while Albania is characterized
by a higher level of government debt, which, how-
ever, in common with most other economies, fell
(as a percentage of GDP) in the period leading up
to the crisis.

Summing up, in the CESEE region prior to the
crisis, one group of Central European economies
(the Czech Republic, Poland and Slovakia) en-
countered no evident problems related to the build-
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up of private and public debt. Many of the other
CESEE economies experienced a major build-up of
their private sector debt positions, with only Hun-
gary (and, to a lesser extent, Poland) amongst the
CESEE economies displaying a high public debt to
GDP ratio.

The situation was not all that much different to that
prevailing in the GIIPS countries before the crisis,
with the important exceptions of Greece and ltaly,
both of which maintained public debt levels of over
100 per cent of GDP prior to 2009. The other GIIPS
countries (including Greece, but not Italy) experi-
enced extremely rapid growth in private sector
debt: the (in)famous ‘credit bubble’ in those
economies prior to the crisis.

Hence prior to the impact of the financial crisis, the
starting point was the major imbalances in the ex-
ternal accounts in a large number of low- and me-
dium-income economies in Europe (the GIIPS
group without Ireland and lItaly, and a large number
of CESEE economies with a sub-group of Central
European economies being the exception). This
went along with the build-up of debt positions,
which in many economies were largely character-
ized by the swift build-up of private sector debt to
very high levels, with only a small sub-group of
economies (Hungary, Greece, Italy) showing high
public debt levels prior to the crisis.

3 Theimpact of the crisis: external accounts
adjustment

The extent of current account deficits prior to the
crisis led to a major current account adjustment
over the period 2008-2011 (see Figure 3). Fur-
thermore, Figure 4 shows a similarly clear relation-
ship between the other indicator of an extant dis-
equilibrium prior to the crisis, the ratio of private
sector debt to GDP, and the subsequent growth
trajectories of the different economies. We can
conclude that, first, major current account adjust-
ments took place that were determined by the pre-
vious extent of the disequilibria and, second, the
extent of the previous build-up of private sector
debt or pre-crisis current account disequilibria had

a palpable negative impact on medium-term growth
performance following the crisis.

Figure 3
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Figure 4
Private sector debt and subsequent GDP
growth trajectories 2008-2011
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To summarize, the crisis brought about a need to
correct strong external imbalances and strong pri-
vate sector debt build-up prior to the crisis. The
extent of adjustment was directly related to the
extent of the previous current account disequilibria
and private sector debt build-up, and those adjust-
ments (and their severity) entailed clear medium-
term costs in terms of GDP growth. Furthermore,
patterns of adjustment across economies varied
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greatly, with some countries relying almost exclu-
sively (even in the medium term) on import adjust-
ments, while others were more successful in terms
of export growth.

4  Continuation of the economic crisis, and
what can recovery rely on?

Recovery of industrial production?

In the previous section we discussed the issue of
external imbalances and the need to rebalance in
the face of stoppages of capital inflows and even
their reversal specifically in those economies which
built up large external imbalances in the pre-crisis
period. Industrial production accounts in most
economies for the bulk of the tradable sector and
hence we are patrticularly interested in its develop-
ment. Figure 5 shows levels of industrial production
in relation to the pre-crisis levels. The abysmal

Figure 5

performance of industrial production in the course
of the crisis comes across clearly for the GIPS
economies, as well as in a rather wide range of
Southeast European economies, and also in Hun-
gary and Slovenia industrial production levels were
strongly hit during the crisis.

As regards structural developments, both the GIPS
countries and sub-groups of NMS economies (Bal-
tics, Slovenia) experienced also a strong shift away
from manufacturing in the period just before the
outbreak of the crisis. As to the adjustment in the
wake of the crisis, manufacturing was strongly
negatively affected in many countries and hence a
process of re-adjustment (favouring the tradable
sector) has hardly started. This is particularly worri-
some for those economies which entered the crisis
with a very weak tradable sector, chronic current
accounts problems and high external debt.

Development of industrial production
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Private sector debt and deleveraging

The build-up of private sector debt in the period
before the crisis in a wide range of Europe’s low-
and medium-income economies has been dis-
cussed as a major source of the imbalances which
have emerged in the European economy; this build-
up now exerts a very significant strain on adjust-
ment processes in the wake of the crisis (see Fig-
ures 6a and 6b). It results from the fact that the flow
problems of private sector debt build-up have now
congealed in the form of substantial stock problems
which require significant adjustment processes in
the form of deleveraging with impacts upon banks’

ESGR IT PT

BA HR MK ME RS TR RU UA

balance sheets, on access to and provision of credit
(to households and enterprises) and upon spending
levels and hence output recoveries.

The debt build-up, high interest costs and the delev-
eraging process have taken a heavy toll on invest-
ment while the decline in household consumption
has been modest. Some exceptions are to be found
in Central Europe where investments have in-
creased (Poland and Slovakia) or have not dipped
as sharply as in other countries in Southern and
Southeast Europe. A similar development is to be
observed in foreign investments, direct and other-

10
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wise. Foreign investments have slowed down sig-
nificantly and there is significant evidence for cross-
border deleveraging by the banks®. This, in part,
reflects the fact that the corporate sector is burdened
with debt that cannot be serviced, given the current
state of the economy in most European countries.

In addition, the state of the banking sector in both
the EU and most other countries is such that it
does not support any rapid growth of credit. In fact,
a few years after the onset of the crisis, credit
growth still remains anaemic. To the extent that it
relies on foreign credit, the prospects are not posi-
tive due to the stricter rules on capital requirements
in the EU and globally. Thus, the prospect in coun-
tries with a strong presence of foreign banks is that
they tend to decrease their cross-border exposure.
Consequently, banks will increasingly depend on
their domestic increase in deposits to finance their
investments.

The question thus arises as to the consequences
over the coming few years, given the prevailing
policy framework in Europe. Household consump-
tion cannot be expected to grow strongly owing to
(at best) stagnant wages and the significant de-
crease in employment in a number of countries.
This shedding of labour is part and parcel of the
corporate sector’s restructuring strategy, which will
take a while to unfold. In the medium term, the

Figure 6a
Corporate debt and subsequent
gross fixed capital formation growth 2008-2011
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slow, if any, recovery of investments and stagnant
consumption will translate into comparatively low
rates of recovery

Fiscal policy stance and the EU policy framework

Fiscal consolidation is seen as the key policy ad-
justment tool in both the EU and most of Europe.
Depending on the policy mix adopted, almost every
country has tended to introduce measures that
increase revenues and lower expenditures. It is
expected that this will ensue over a longer period of
time, so fiscal support for growth should hardly be
forthcoming in a prolonged period of fiscal consoli-
dation. The recovery of the countries that will have
to introduce more stringent fiscal austerity meas-
ures, many of them in Southern Europe, will have
long-term negative effects on their growth perform-
ance, should it not be matched by a speedy recov-
ery of their investments and exporting capacities.

The EU policy stance is certainly a very important
constraint on economic development in both the
EU and eurozone member states, as well as in the
Balkan countries whose economies are closely
integrated with that of the EU. Given the manner in
which EU policies have developed, the main char-
acteristic is increasing pressure on fiscal consolida-
tion supported by some monetary activism on the
part of the European Central Bank (ECB).

Figure 6b
Household debt and subsequent
household consumption growth 2008-2011
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Source: wiiw Database incorporating national and Eurostat statistics, own calculations.

®  see Bank for International Settlements, 82nd Annual Report,

June 2012
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The strategy is thus based on fiscal consolidation,
with an expectation that household savings and
corporate investments would be increasing, as well
as a process of rebalancing of the tradable and
non-tradable sectors being initiated. The risks are —
and there is increasing evidence that these are
materializing in quite a few of the EU economies —
that the prerequisites for the strategy’s success are
not met in which case stability, if achieved, will be
coupled with stagnant or slow growing economies.

5 Summary and conclusions

This article analysed developments in the (rather
wide) spectrum of lower- and medium-income
economies in Europe in relation to: (i) recent devel-
opments in the EU, particularly the Union’s evolving
policy framework; and (ii) the specific ‘North-South’
tensions which have been building up in the course
of the current economic crisis.

We tried to identify differentiated groups of econo-
mies amongst the low- and medium-income
economies (comprising both CESEE and GIPS
economies) with regard to their developments in the
current context of the European economic and pol-
icy crisis. That comprehensive comparative per-
spective was chosen so as to focus the analysis on
the theme of the New South-North Divide in Europe.

This stands in sharp contrast to the perspective
widely subscribed to from the mid-1990s on. From
that time, the conventional wisdom was that
Europe displayed clear signs of ‘convergence’ at
the inter-country level, with low-income economies
growing at a faster rate than rich economies.
Broadly convincing evidence was found of narrow-
ing inter-country income gaps.

The impact of the financial and economic crisis, not
only in its narrow economic dimension but also in
its broad political and social dimension, as well as
in the ways in which European policy frameworks
are currently evolving, has since cast serious doubt
on the European integration model of convergence.
The convergence model was based on the enor-
mous potential that transition and integration would
provide to low-income and transition economies

and the benefit they would gain from technology
transfer, as well as organizational, institutional and
behavioural emulation. If all that were properly
applied, those economies would also benefit from a
net inflow of capital and enjoy funding at relatively
cheap rates.

Following the impact of the crisis, the differentiating
features of the pre-crisis catching-up and integration
processes have been subject to more critical scru-
tiny. Some of those features (such as the character-
istics of capital inflows and the availability of cheap
finance), it has transpired, are highly problematic.
Furthermore, analysis of development processes
prior to and following the outbreak of the crisis leads
to a closer consideration of segmentation processes
with regard to the performance and prospects of
different groups of ‘emerging economies’ in Europe.
They also raise the question whether the crisis
marks a watershed with regard to prospects of a
continuing ‘convergence’ process for the integrating
lower-income European economies — as a group or
for sub-sets thereof — over the longer term.

In a nutshell, the analysis in this article draws the
following conclusions:

e The most distinctive differentiating feature
among the emerging European economies that
the analysis singled out was the pre-crisis build-
up of (structural) current account disequilibria,
associated developments in external debt and
the debt positions particularly in the private sec-
tor (households and corporations).

e A sub-group of three Central European econo-
mies (the Czech Republic, Poland and Slova-
kia) was found to have been scarcely affected
by the debt build-up. The countries concerned
showed little sign of competitiveness problems
in their tradable sectors (which also includes
Hungary), while the GIPS and most of the coun-
tries in Southeast Europe and the Baltic states
developed unsustainable disequilibria on both
those fronts.

e The previous build-up of disequilibria and debt
accounts for most of the differentiated impact
when the crisis hit. This held particularly true for
developments over the period 2008-2012.

12
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e As to the medium-term prospects, the situation
looks rather grim for emerging Europe. With
growth slowing down significantly in the ad-
vanced parts of Europe, pursuit of an ‘export-
led’ strategy (as pursued over the biennium
2010-2011) will prove problematic, while the
greater reliance on domestic demand factors
that the situation demands will also face severe
problems. The analysis assessed the likely re-
covery prospects of corporate investment activi-
ties and household consumption expenditures.
For both items inherited debt levels and delev-
eraging processes, as well as income and sales
prospects are seen to be major determinants
(all of which, in turn, affect financing conditions).
Country groups differ in those respects, just as
they differ in the build-up of public debt in the
course of the crisis.

e Important groups of economies, such as the
GIPS countries and most of the countries of
Southeast Europe, have come up against a vi-
cious circle: high initial debt levels and dim
growth prospects translate into greater doubts
about sustainability and hence into higher inter-
est rates that impose a constraint on investment
and encourage corporate and household delev-
eraging (further compounded by the weak state
of the banking system). This dampens con-
sumption expenditures, and leads to cutbacks in
employment (and wages) which, in turn, lower
household incomes and domestic sales pros-
pects. The induced lower growth prospects, in
turn, raise concerns over debt sustainability and
the need to keep interest rates high.

e Prospects of offsetting factors such as a poten-
tial rise in competitiveness and hence export-led
recovery are dim in the current context of low
growth in the European economy as a whole.
One can also show that in the latter respect the
countries of Southern and Southeastern Europe
suffer further differentiating disadvantages as
their main export markets are growing at lower
rates than those of the other economies in
Europe (hence differentiated inter-country trade
multipliers between Europe’s ‘North’ and
‘South’).

The analysis thus points towards a sustained pe-
riod in which the convergence processes which
characterized the decade prior to the current finan-
cial and economic crisis will either not proceed or
proceed at a much reduced pace. Deleveraging
processes, difficult moves to deal with the high debt
positions of the private sector, the weak banking
system and the feedback effects on sovereign debt
will characterize many of the lower-income econo-
mies in Europe. The driving force of foreign direct
investment and the build-up of cross-border pro-
duction networks will also show weaker momentum
compared to before the crisis. Adjustment proc-
esses to deal with the pre-crisis neglect of building-
up a viable tradable sector and sufficiently sized
and modernized export capacities will have to gain
priority and the use of different sets of policy in-
struments (particularly in the areas of training, la-
bour market, industrial and regional policies) will
have to be strengthened.
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Changes in the European conver-
gence mode

BY BEATA FARKAS

One of the fundamental goals of European integra-
tion is to provide an opportunity to less-developed
member states for convergence and strengthening
economic and social cohesion. Before 2008 the
convergence process was impressive but the crisis
is threatening its perspectives. This paper high-
lights some elements of the European convergence
model which require more attention. It focuses on
the so-called cohesion countries, the EU member
states which receive support from the Cohesion
Fund.’

Convergence record

To measure the results of the convergence, the
GDP per capita is often used. It does not however
express the growth in a population’s welfare that is
central to the meaning of convergence. Another
indicator, the actual individual final consumption
(including expenditures on the consumption of
goods and services by households and non-profit
institutions serving households and in-kind social
transfers) is a more appropriate measurement for
this purpose. Therefore it is worth comparing the
convergence of the cohesion countries to the EU
average not only in GDP (as usual) but in final con-
sumption as well. In 1995, the contraction resulting
from the economic transition came to an end in the
post-socialist countries. Choosing this year as a
basis for comparison, all of the cohesion countries
were catching up with the EU-27 average, although
to different degrees. The crisis has affected the
cohesion countries’ convergence towards the
EU-27 average (the position of all cohesion coun-
tries worsened in 2010, with the exception of Po-
land and Slovakia); nevertheless, these countries
were able to preserve the bulk of their convergence

University of Szeged, Hungary.

The ‘old’ cohesion countries are Ireland, Greece, Portugal
and Spain, the ‘new’ ones are Bulgaria, Cyprus, the Czech
Republic, Estonia, Hungary, Latvia, Lithuania, Malta, Po-
land, Romania, Slovakia and Slovenia.

results. In 2011 the seven lowest-income countries
were able to improve their relative position by 1-2
percentage points (Figure 1).

Threats of the global crisis

Although in 2009-2011 the growth rates in most of
the new cohesion countries were again higher than
the EU-15 average, they are not sufficient to pro-
vide a satisfactory pace of convergence in the fu-
ture. There is a danger that the slowdown of con-
vergence is not temporary but the beginning of a
medium-term or even longer trend. The European
convergence model was based on foreign capital
inflows which made it possible to overcome the
lack of savings in the cohesion countries. Europe is
the only region where the different forms of private
capital — both FDI and portfolio funds — flow from
richer to poorer countries and from low-growth to
high-growth countries. In the aftermath of the crisis,
the external conditions of the European conver-
gence model have been changing unfavourably.
The contracting markets of the European Union do
not support export-led growth in the cohesion coun-
tries, while the management of the European debt
crisis and stricter financial regulation decrease the
capital available. Financial markets’ risk evalua-
tions may remain higher, even for those cohesion
countries that are not affected by more severe
financial difficulties. Due to the indebtedness of
households and governments, the diminishing ex-
ternal resources and markets may not substitute for
domestic resources and markets even if the do-
mestic saving rates increase.

The crisis has highlighted the vulnerability of the
convergence model implying the dependence on
foreign capital. Some experts made several policy
suggestions to reorient the European convergence
model. They argue that a reduction in the private
sector savings-investment gap is unavoidable. This
may lead to the repression of domestic demand. A
sustained re-launch of growth requires a more
efficient use of domestic savings than in the past.

14
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Figure 1

Per capita individual final consumption at purchasing power parity
in the cohesion countries (EU-27 = 100)
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Source: Author’s calculation based on AMECO database.

Limits of the European convergence model

There are further aspects of the European conver-
gence model that should be taken into account. In
theory, FDI can play an enhancing role in produc-
tivity growth directly (through investment) and indi-
rectly (through spill-over effects). Both channels
work in the cohesion countries but the experience
of two decades suggests that the FDI-based mod-
ernization has its limits.

It may be instructive to have a look at the quite
recent experience of Continental and Northern
Europe. After the collapse of communism, compa-
nies located in Continental and Northern Europe
successfully adapted to the new conditions. These
companies located their assembly activities in Cen-
tral and Eastern Europe, taking advantage of lower
wages. Thus their flexibility in offshoring could
strengthen the competitiveness of Central and
Eastern Europe. The region could integrate not
only within the EU but also within the world econ-
omy through increased investment and productiv-

m1995

2004
®2008
12010
m2011

ity.2 However, does this type of FDI-based conver-
gence model ensure long-run convergence? Al-
though there are possibilities of upgrading along
the value chain, there is no reason to assume that
foreign companies will abandon their key positions
in innovation, technology development and strate-
gic decision-making.3 It seems to be much more

In the new cohesion countries, the main form of foreign
capital was FDI, while the old cohesion countries attracted
portfolio and other capital inflows. According to Gill and
Raiser (2012), the reason for the difficult situation in South-
ern Europe is that these countries did not participate in the
value chain reconfiguration from the late 1990s and that they
have few global companies. Moreover, the Central Euro-
pean countries were the primary beneficiaries of rapid tech-
nology transfer; here the FDI went into manufacturing, which
is a tradable sector. In the Baltic states, Bulgaria and Roma-
nia, the FDI was biased in favour of banking, real estate and
other non-tradable sectors.

The European Competitiveness Report points out: “Despite
high levels of internalization in the EU-12, the bulk of for-
eign-owned R&D and innovation activity takes place be-
tween EU-15 member states’ (European Commission,
2010b).
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likely that the current labour and production division
will essentially be reproduced.

Another possibility to increase the growth potential
through FDI could be that spill-over effects help
domestic companies to foster competitiveness that
could accelerate the catching-up process. How-
ever, the literature on FDI spill-overs suggests un-
ambiguously positive productivity effects in the
case of vertical linkages. In these linkages the do-
mestic firms occupy the dependent position in
these relationships. The horizontal spill-over effects
seem to be weak in the overwhelming majority of
empirical investigations (Gorodnichenko et al.,
2007; Hanousek et al., 2010).*

Due to the low initial GDP levels in the cohesion
countries, the European convergence model pro-
vided sufficient space for the cohesion countries to
develop — as long as growth in the Old EU re-
mained relatively strong. If the crisis had not oc-
curred, the poorer countries could have further
developed within the framework of that model,
even if the development would have been concen-
trated in the areas that had attracted foreign capital
(typically the capital cities and their agglomera-
tions).

However, it is remarkable that the Czech Republic,
which had one of the highest initial GDP levels in
Central and Eastern Europe and followed a very
balanced fiscal and economic policy, did not con-
verge towards the EU-27 average in final consump-
tion between 1995 and 2011 (Figure 1). Slovenia,
with its higher initial GDP level, has achieved
greater convergence but it has always chosen dif-
ferent means, focusing on the domestic economy
and had in the meantime accumulated imbalances
prior to the crisis.

The Irish economic development is also instructive
as regards the FDI-based modernization. A state
agency, the Industrial Development Authority, was
very successful at identifying emerging sectors and
in attracting multinational companies in those sec-

*  Both studies provide a comprehensive overview of the

literature concerning spill-over effects in emerging Europe.

tors to Ireland. Since the Culliton Report in 1992
the Irish government has striven for a ‘holistic ap-
proach’ to industrial development policy, perhaps
the most consciously among the cohesion coun-
tries. This meant that they tried to eliminate the
serious dichotomy that existed between domestic
and foreign-owned firms. The Irish economic de-
velopment policy was successful; many domestic
SMEs grew from the foreign-owned firms through
linkages and spill-overs, mainly in the software
industry (Andreosso-O’Callaghan and Lenihan,
2006; Barry and Bergin, 2012). Despite these re-
sults, labour productivity was still higher in foreign-
owned enterprises in every manufacturing industry
in 2006. In Ireland foreign firms are highly concen-
trated in large and high-tech manufacturing activi-
ties even after a twenty-year catching-up process.
In Sweden, foreign firms are more evenly distrib-
uted across manufacturing and services and do-
mestic firms control the highly export-oriented and
technology-based engineering sector (Andreosso-
O’Callaghan and Lenihan, 2010).

We could not find complete data on the productivity
difference between foreign-owned and domestic
firms across EU member states. However, the
foreign-owned enterprises typically belong to large
companies not only in Ireland but in the cohesion
countries in general. We can use therefore the
labour productivity difference between large com-
panies and SMEs as a rough proxy to the produc-
tivity difference between foreign-owned and do-
mestic firms. Figure 2 shows that the difference
between large firms and SMEs is small in five co-
hesion countries: Estonia, Malta, Slovenia, Latvia
and Slovakia. In the case of Estonia, Latvia and
Malta, the large companies’ contribution to GDP is
far below the EU average as the FDI went rather to
the non-tradable service sector.’ Slovenia and
Slovakia are the only cohesion countries where the
large companies and manufacturing contribute to
GDP substantially and the productivity difference
between the large firms and SMEs is at the level of
North-Western EU member states. In the other

®  In Estonia and Latvia, the FDI thereby fuelled an unsustain-

able boom and contributed to the development of housing
bubbles.
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Figure 2

Labour productivity difference between large enterprises, medium-size enterprises and SMEs
in per cent of labour productivity of large enterprises, 2007
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Source: Author’s calculation based on Wymenga et al. (2011).

cohesion countries and Italy the difference is far
beyond 40 percentage points. In most cases, the
productivity of medium-sized enterprises shows a
similar trend but the degree of difference is
smaller.’®

Conclusions

The FDI-based convergence model provided an
opportunity for the cohesion countries to develop
and catch up with the North-Western countries of
the EU. However, this model has some limitations.
The concept of a single market presumed that

®  We chose the last year before the crisis to avoid the tempo-

rary distortion effects.

competition forces induce improvements of produc-
tivity throughout the economy. Nevertheless ex-
perience suggests that much larger differences
between foreign-owned/large firms and domestic
enterprises/SMEs persisted over decades in the
majority of the cohesion countries. Abundant for-
eign capital inflows — in the form of FDI in Ireland
and the post-socialist countries, in the form of port-
folio and other investment in the Mediterranean
countries — concealed this problem.

The cohesion policy supports SMEs first of all as
job creators but also with their technical upgrading.
However, it does not address the problems of the
duality of developments observed in the cohesion
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countries’ economies (see Council Regulation (EC)
No. 1083/2006, Regulation (EC) No. 1080/2006).
The Europe 2020 strategy also does not pay any
attention to this issue (European Commission,
2010a).

If foreign capital becomes scarcer, the productivity
gap between foreign and domestic firms could
become even wider (and so will the productivity
gap between large enterprises and SMEs). In the
forthcoming years, it will be even more important to
promote the positive spill-over effects through a
more active economic policy. The policy measures
to develop a competitive domestic economy are
essentially in the hands of national governments.
The EU policy framework does not make it impos-
sible to foster the domestic economy mainly
through the development of SMEs. Slovakia and
Slovenia seem to be successful in this field. How-
ever, the efforts of the Irish governments over dec-
ades show how difficult it is to reach long-lasting
results. The support of SMEs is always on the
agenda of the Hungarian governments but the
results are not impressive. A general European
SME support programme cannot replace the tar-
geted approach. The competitiveness deficits of
the Mediterranean countries indicate that the ob-
stacles to the development of SMEs (e.g. restricted
access to capital, rigidity of regulation etc.) are
special not only in the post-socialist countries but in
all cohesion countries.

A successful SME development policy is a neces-
sary but not sufficient condition for the reduction of
the productivity gap between foreign and domestic
firms. We cannot avoid drawing a further conclusion
from the lessons of the crisis. The crisis revealed
that only countries belonging to the EU’s core had
internationally competitive domestic companies.
Ireland has the better chance to restore its position
due to its geographic location, small size and the
well-embedded market institutions. But the Mediter-
ranean countries have diverged from the EU-27
average both in GDP and final consumption for
some years and they have slipped out of the core
countries. Finland was the last country to carry out a
modernization which led to an economy based not

only on internationally competitive foreign-owned
but also domestic companies. However, the recipes
of the 1970s and 1980s can no longer be applied
either within or outside the EU. The question of an
adequate economic development policy in the co-
hesion countries beyond SME support was not
raised in the period of affluent foreign capital in-
flows. Now, we cannot avoid it anymore.

The modification of the current convergence model
is a serious challenge for European integration. We
cannot assume that all economies will adapt them-
selves successfully to the new circumstances and
the convergence will return to its former speed. The
coming years make some changes in the concept
of integration necessary. The European Union
must take efforts to maintain cohesion because a
certain degree of inequality leads to disintegration.
If the speed of convergence remains a measure of
the success of integration, as was the case in the
past decades, the EU will doom itself. It is a further
question how the populations accept this new pe-
riod because the perspectives of quick conver-
gence was the most attractive element and the
main legitimating basis of EU membership in the
cohesion countries.
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STATISTICAL ANNEX

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

Conventional signs and abbreviations used

. data not available
% per cent

PP change in % against previous period

CPPY change in % against corresponding period of previous year

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

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

LFS Labour Force Survey

CPI Consumer Price Index

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

PPI Producer Price Index

EDP Excessive Deficit Procedure

M1 Currency outside banks + demand deposits / narrow money (ECB definition)
M2 M1 + quasi-money / intermediate money (ECB definition)

M3 Broad money

p.a. per annum

mn million (10°)

bn billion (10°)

avg average

eop end of period

NCU 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)
UsD 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 2011 to 2012

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

LABOUR
Employment total, registered th. pers., quart.avg ~ 929.9 . . 9324 . . 9333 . . 9333 . . 9225
Employment total, registered CPPY 15 . . 17 . . 14 . . 0.4 . . -0.8
Unemployment, registered th. pers., quart.avg ~ 142.1 . . 1430 . . 1434 . . 1431 . . 1418
Unemployment rate, registered % 13.3 . . 133 . . 13.3 . . 133 . . 133
WAGES
Total economy, gross %) ALL 47660 . . 48000 . . 48800 . . 48800 . . 51270
Total economy, gross real, CPPY 3.3 . . 4.0 . . 6.1 . . 5.3 . . 4.7
Total economy, gross 1 EUR  340.2 . . 34238 . . 3505 . . 3503 . . 3718
PRICES
Consumer PP 0.4 0.4 0.1 1.0 0.7 13 0.4 -0.1 -0.8 -0.8 -0.2 0.4 0.2 0.2 0.2
Consumer CPPY 28 3.0 2.9 17 16 0.6 1.0 1.6 19 2.2 2.7 2.8 2.6 2.4 25
Consumer CCPPY 3.8 37 36 35 16 11 11 12 13 15 17 18 19 19 2.0
Producer, in industry PP 0.0 0.6 0.2 0.1 11 0.3 0.3 0.7 0.1 0.1 -11 0.0 0.2
Producer, in industry CPPY 2.0 2.2 2.3 1.8 2.2 2.6 2.8 1.6 14 1.3 05 0.4 0.6
Producer, in industry CCPPY 28 2.8 2.7 2.6 2.2 2.4 25 23 21 2.0 18 16 15
FOREIGN TRADE, customs statistics
Exports total (fob), cumulated EUR mn 1043 1165 1284 1403 97 206 326 455 593 721 864 990 1128 1264
Imports total (cif), cumulated EURmn 2802 3138 3473 3877 268 536 853 1138 1457 1790 2137 2470 2805 3138
Trade balance, cumulated EURmn  -1759  -1974  -2189  -2473 -171 -329 -527 -684 -863  -1069  -1274  -1480 -1676  -1873
FOREIGN FINANCE
Current account, cumulated EURmn -770 -884  -1014  -1122 -88 -172 -253 -323 -386 -473 -532 -603 -671
EXCHANGE RATE
ALL/EUR, monthly average nominal 14049 140.81 140.97 138.30| 138.32 139.35 140.03 139.98 13944 13851 13746 13735 138.89 139.72 139.71
ALL/USD, monthly average nominal  102.02 102.76 103.82 10508 107.10 10532 10597 106.35 108.96 11048 111.77 110.79 10810 107.78 109.01
EUR/ALL, calculated with CPI 2 real, Jan09=100 89.1 89.0 88.8 91.1 92.3 92.3 91.2 90.8 90.6 90.5 914 915 90.1 89.5 89.8
EUR/ALL, calculated with PPI 2 real, Jan09=100 84.4 84.7 84.6 86.3 86.5 85.7 85.1 845 85.0 86.0 85.6 85.0 84.0 .
USD/ALL, calculated with CPI 2 real, Jan09=100 92.2 92.2 914 914 89.9 922 91.3 90.7 87.9 86.1 85.1 85.7 876 88.1 87.7
USD/ALL, calculated with PPI 2 real, Jan09=100 80.5 814 80.6 80.2 79.2 80.4 79.2 786 772 76.7 75.1 748 76.1
DOMESTIC FINANCE
Currency outside banks ALLbn,eop 1889 1866 1872 1949 1882 1874 1856 1861 1863 1875 1883 1889 1877 1855
M1 ALLbn,eop 2689 2672 2691 2769| 2652 2659 2647 2670 2680 2694 2706 2723 2726 2686
M2 ALLbn,eop 10469 10534 1057.1 1070.1f 1061.2 1067.1 1070.3 10774 10849 10926 11012 11189 11181 11184
M2 CPPY, eop 10.4 10.6 10.0 9.2 8.1 9.1 8.8 83 8.7 83 8.4 8.1 6.8 6.2 .
Central bank policy rate (p.a.) 3 %, eop 5.00 5.00 4.75 4.75 4.50 4.50 4.25 4.25 4.25 4.25 4.00 4.00 4.00 4.00 4.00
Central bank policy rate (p.a.) 34 real, %, eop 30 2.7 24 29 22 19 14 26 28 29 35 36 34
BUDGET
General gov.budget balance, cum. ALLbn -31630 -31718 -38274 -45877 1713 -7058  -9571 -11597 -17885 -21133 -20889 -23709 -25697

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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STATISTICS

BOSNIAandHERZE GOVIN A: Selected monthly data on the economic situation 2011 to 2012

(updated end of Dec 2012)

2011 2012
Sep Oct Nov Dec Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov
PRODUCTION
Industry, total real, CPPY 21 12 5.3 0.9 70 -12.8 -8.6 5.8 -11 5.4 5.4 3.0 2.0 3.2
Industry, total ) real, CCPPY 77 6.9 6.8 6.2 -7.0 -9.8 -9.4 -8.5 -7.0 -6.7 -6.5 -6.1 -5.6 5.4
Industry, total real, SMMA 29 2.9 24 03 6.3 95 9.1 5.2 -4.1 -4.0 -4.6 -35 2.7
LABOUR
Employees total, registered th. persons,avg 6934 6915 689.7 6879 689.1 687.1 6887 690.0 6896 6904 689.0 687.0 6883
Employees total, registered CPPY -1.0 -1.1 -15 -1.3 0.7 -0.9 -0.4 0.2 0.3 04 0.6 04 0.7
Unemployment, registered th. persons,eop  530.0 5309 5325 536.7| 5414 5436 5427 5403 5370 5382 5394 5459 5455
Unemployment rate, registered %, eop 433 434 43.6 43.8 440 442 441 439 437 438 439 443 44.2
WAGES
Total economy, gross BAM 1273 1268 1287 1294 1287 1278 1286 1286 1306 1283 1292 1298 1268 1299
Total economy, gross real, CPPY 0.3 0.8 10 0.4 19 0.7 -12 -0.7 0.1 -1.6 0.5 -0.6 2.6 0.2
Total economy, gross EUR 651 648 658 662 658 653 658 658 668 656 661 664 648 664
PRICES
Consumer PP 03 05 03 0.1 0.9 0.4 0.4 0.4 0.1 05 05 0.3 0.8 0.6
Consumer CPPY 4.0 37 37 31 25 24 21 2.3 19 19 14 18 23 23
Consumer CCPPY 38 37 37 37 2.5 2.4 23 23 22 2.2 2.1 2.0 2.1 2.1
Producer, in industry 2 PP 0.4 0.0 0.2 -0.4 0.4 0.4 -0.2 0.0 0.2 0.0 0.0 0.2 0.1
Producer, in industry 2 CPPY 45 2.2 2.2 14 16 12 0.4 26 32 2.8 08 13 1.0
Producer, in industry 2 CCPPY 4.4 41 3.9 3.7 1.6 14 11 15 1.8 2.0 1.8 1.7 1.7
FOREIGN TRADE, customs statistics
Exports total (fob), cumulated EURmn 3156 3511 3871 4204 286 554 902 1237 1599 1978 2334 2658 3029 3383
Imports total (cif), cumulated EUR mn 5851 6561 7223 7938 510 991 1742 2415 3087 3749 4447 5138 5833 6590
Trade balance, cumulated EURmn  -2695 -3049 -3352 -3734 -224 -437 841 -1177  -1488  -1771 2113  -2480 -2804  -3208
Exports to EU-27 (fob), cumulated EUR mn 1800 1998 2196 2372 186 356 561 753 953 1164 1365 1541 1769 1974
Imports from EU-27 (cif), cumulated EURmn 2764 3098 3407 3719 234 473 810 1129 1441 1764 2086 2395 2717 3059
Trade balance with EU-27, cumulated EUR mn -964  -1100 -1211  -1348 -48 -117 -249 -376 -488 -600 -721 -854 -947  -1085
FOREIGN FINANCE
Current account, cumulated EUR mn -755 -1142 -285 -584
EXCHANGE RATE
BAM/EUR, monthly average nominal  1.956 1.956 1956 1.956| 1.956 1.956 1956 1.956 1.956 1956 1956 1.956 1.956 1956  1.956
BAM/USD, monthly average nominal 1416 1428 1439 1482 1517 1480 1481 1486 1523 1563 1590 1581 1523 1508 1525
EUR/BAM, calculated with CPI3) real, Jan09=100 98.4 98.6 98.7 98.5 99.9 99.8 99.2 98.3 98.3 97.9 97.8 97.8 98.0 98.3
EUR/BAM, calculated with PPI3) real, Jan09=100 93.6 93.6 935 93.4 93.0 92.9 92.3 92.2 92.7 933 93.1 92.6 925 .
USD/BAM, calculated with CPI 3 real, Jan09=100  101.5 1014 1010 98.4 96.6 98.9 98.5 97.6 95.1 92.4 90.5 90.8 94.6 96.2
USD/BAM, calculated with PPI %) real, Jan09=100 88.9 89.3 88.6 86.5 845 86.5 85.3 85.2 83.9 824 81.2 80.8 83.2
DOMESTIC FINANCE
Currency outside banks BAMmn,eop 2253 2241 2237 2366 2298 2323 2330 2363 2329 2357 2417 2429 2421 2406
M1 BAMmn,eop 6069 6051 5987  6186| 6104 6047 6076 6130 6111 6071 6301 6350 6209 6195
M2 BAMmn,eop 14133 14144 14133 14418 14313 14340 14307 14416 14465 14499 14659 14768 14741 14850
M2 CPPY, eop 58 5.3 43 5.8 49 5.4 46 5.0 51 5.2 43 4.1 43 5.0
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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STATISTICS

CROATIA: Selected monthly data on the economic situation 2011 to 2012

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

PRODUCTION
Industry, NACE Rev. 2 1) real, CPPY 2.3 2.1 03 -1.8 -35 2.8 9.3 9.4 -3.8 -7.0 -4.1 21 -106 -4.4
Industry, NACE Rev. 2 1) real, CCPPY -16 -12 -11 -12 -35 231 -54 -6.5 5.9 -6.1 5.8 -4.9 -55 -54
Industry, NACE Rev. 2 1) real, SMMA -15 0.2 0.0 -1.8 2.6 5.4 7.3 1.5 -6.7 -4.9 3.2 -4.5 -4.6 .
Productivity in industry, NACE Rev. 29 CCPPY 2.2 25 27 26 -18 0.8 21 3.3 2.7 2.7 23 -12 -18 -14
Unit labour costs, exch.r. adj.(EUR) V CCPPY 3.4 3.7 -35 -35 32 0.6 3.0 39 37 32 3.0 19 2.3
Construction, NACE Rev. 21 real, CPPY -15 -14 -6.4 -8.8 5.7 -17.3 -12.5 -10.0 -7.9 -15.0 -7.9 -11.2 -18.4
Construction, NACE Rev. 2 1) real, CCPPY 9.6 9.4 9.1 9.1 57 -118 -120 -115 -107 -114  -109 110 -119
LABOUR
Employed persons, LFS th. pers., quart. avg.  1534.4 . . 14792 . . 13942 . . 14653
Employed persons, LFS CPPY 04 . . 3.2 . . 5.6 . . -1.0 . . .
Unemployed persons, LFS th. pers., quart. avg. ~ 213.3 . . 2374 . . 2733 . .2487 . . 2370
Unemployment rate, LFS % 12.3 . . 13.9 . . 16.5 . . 14.6 . . 13.6 .
Employment total, registered th. persons, avg  1170.3 1161.7 11550 1144.6| 11355 11293 11288 11352 1143.7 11513 11529 1148.2 1140.2 1130.8
Unemployment, registered th. persons,eop  283.7 2939 3021 3154 3344 3430 3399 3237 3061 2949 2987 3016 3111 3334
Unemployment rate, registered %, eop 16.8 174 17.9 18.7 19.6 201 20.0 19.1 18.0 17.3 175 17.7 18.3 19.6
WAGES
Total economy, gross HRK 7740 7744 8131  7891| 7846 7702 7958 7767 7978 7909 7794 7977 7702
Total economy, gross real, CPPY 0.4 -1.3 04 -1.0 15 1.6 -1.2 -2.3 -1.3 -3.6 -1.9 -3.0 5.2
Total economy, gross EUR 1034 1035 1086 1051 1040 1016 1055 1036 1060 1048 1040 1065 1037
Industry, gross, NACE Rev. 2 EUR 931 925 1011 953 932 907 954 927 972 951 948 967 921
PRICES
Consumer PP 0.4 0.6 0.2 0.4 0.4 0.6 15 0.8 17 0.6 -1.0 0.5 14 0.4 0.2
Consumer CPPY 2.2 26 26 21 12 13 2.0 2.6 39 38 34 4.0 5.0 48 4.4
Consumer CCPPY 22 2.2 2.3 2.3 12 13 15 18 22 2.5 2.6 2.8 3.0 32 33
Producer, in industry, NACE Rev. 22) PP 0.0 05 0.5 -0.2 0.9 2.0 0.6 0.6 15 -0.4 0.0 15 1.0 0.1 -1.1
Producer, in industry, NACE Rev. 22 CPPY 6.1 6.4 7.0 5.7 5.9 6.3 6.1 6.2 71 7.0 6.9 78 8.9 8.4 6.6
Producer, in industry, NACE Rev. 22) CCPPY 6.4 6.4 6.4 6.4 5.9 6.1 6.1 6.1 6.3 6.4 6.5 6.7 6.9 7.1 7.0
FOREIGN TRADE, customs statistics
Exports total (fob), cumulated EURmn 7192 8001 8744 9582 667 1348 2254 2974 3791 4581 5428 6266 7053 7993
Imports total (cif), cumulated EURmn 12310 13744 15104 16283 1109 2329 3892 5236 6690 8044 9560 10906 12202 13713
Trade balance, cumulated EURmn 5118 -5744  -6360 -6701 -443 981  -1638  -2262 -2899  -3463  -4132  -4641 5150  -5720
Exports to EU-27 (fob), cumulated EUR mn 4310 4774 5179 5573 411 823 1288 1736 2216 2634 3139 3594 4084 4688
Imports from EU-27 (cif), cumulated EURmn 7486 8362 9154 9849 667 1461 2467 3384 4277 5127 6031 6832 7630 8525
Trade balance with EU-27, cumulated EURmn -3176  -3588  -3974  -4277 -256 -638  -1178  -1648  -2061  -2494  -2892  -3238  -3546  -3837
FOREIGN FINANCE
Current account, cumulated EUR mn 488 . . -431 . . -1593 . . -1803
EXCHANGE RATE
HRK/EUR, monthly average nominal  7.487 7.483 7.488 7507| 7.547 7579 7540 7494 7529 7547 7494 7487 7427 7500 7.536
HRK/USD, monthly average nominal 5421 5468 5513 5689 5847 5733 5709 5691 5871 6.027 6.089 6.042 5788 5784 5876
EUR/HRK, calculated with CPI 3 real, Jan09=100 95.5 95.8 95.8 948 94.5 94.1 95.1 96.0 97.2 96.5 96.6 96.8 98.4 975 97.0
EUR/HRK, calculated with PPI 3) real, Jan09=100 1017 1023 1025 102.2| 1017 1027 1034 1046 1061 1060 1065 1075 109.2 1083  106.6
USD/HRK, calculated with CPI 3 real, Jan09=100 98.5 985 98.0 94.7 914 934 94.4 95.2 94.0 91.1 89.5 90.1 95.0 95.5 94.2
USD/HRK, calculated with PPI 3) real, Jan09=100 96.6 975 97.1 94.7 925 95.8 95.6 96.7 95.9 9338 93.0 94.0 98.2 98.8 97.2
DOMESTIC FINANCE
Currency outside banks HRK bn, eop 17.1 16.5 16.4 16.7 16.1 16.0 16.2 16.4 16.8 17.8 18.7 18.7 17.9 .
M1 HRK bn, eop 51.2 51.0 50.9 52.9 49.2 48.4 474 478 49.4 515 53.1 523 523 513
Broad money HRKbn,eop 2412 2414 2417 2411 2377 2362 2355 2367 2396 2400 2445 2480 2466 2477
Broad money CPPY, eop 37 38 4.0 35 2.5 2.0 2.7 34 39 32 32 2.7 2.2 2.6
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
Central bank policy rate (p.a.) 4°) real, %, eop -0.1 0.3 -1.0 03 0.1 0.3 0.1 0.1 -1.1 0.9 0.9 -1.7 2.7 2.2
BUDGET
Central gov. budget balance, cum. 9 HRKmn -10297 -10133 -11982 -15394| -1256 -1647  -4047 -3866  -4895 -5824  -7193 -7256  -8641  -8233

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 2011 to 2012

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

PRODUCTION
Industry, NACE Rev. 2 1) real, CPPY 24 -3.9 5.3 4.7 -8.0 8.8 -85 1.2 5.4 -4.1 -6.9 -8.0 5.6 -4.5
Industry, NACE Rev. 2 1) real, CCPPY 6.3 52 41 3.3 -8.0 -8.4 -8.4 -8.1 -75 -6.9 -6.9 71 -6.9 -6.7
Industry, NACE Rev. 2 1) real, SMMA -1.8 -39 -4.7 5.8 -7.0 8.4 8.1 -7.0 5.6 5.5 -6.4 -6.8 6.1
Productivity in industry, NACE Rev. 21 CCPPY 4.0 3.0 2.3 18 -6.9 -6.8 72 -6.8 -6.1 5.3 -5.2 -5.0 -4.6 -4.0
Unit labour costs, exch.r. adj.(EUR) CCPPY -1.0 0.0 0.7 0.8 8.4 75 8.1 8.1 74 6.3 6.1 59 5.3
Construction, total, effect. work. time real, CPPY 21.7 24.8 16.4 11.6 -0.6 -24.9 -12.7 9.7 7.1 -10.0 -4.5 -9.9 -16.1
Construction, total, effect. work. time real, CCPPY 131 14.3 145 142 06 -134 -131 122 111 -109 9.9 99  -107
LABOUR
Employed persons, LFS th. pers., quart. avg ~ 648.6 . . 6393 . . 6436 . . 6482 . . 6525
Employed persons, LFS CPPY 0.0 . . 31 . . 0.9 . . 0.8 . . 0.6
Unemployed persons, LFS th. pers., quart. avg ~ 293.8 . . 2980 . . 2973 . . 2942 . . 2882
Unemployment rate, LFS %, avg 31.2 . . 318 . . 316 . . 313 . . 30.6
WAGES
Total economy, gross MKD 30340 30680 30591 31338| 30768 30257 30876 30444 30636 30323 30469 30777 30556
Total economy, gross real, CPPY -31 221 -2.8 -3.0 -34 -1.9 0.8 -12 24 -4.3 22 -34 -4.3
Total economy, gross EUR 493 499 497 509 500 492 502 495 497 492 495 500 497
Industry, gross, NACE Rev. 2 EUR 416 415 411 417 413 395 404 405 414 407 416 422 414
PRICES
Consumer PP 0.1 0.3 0.6 -0.1 12 0.5 0.4 11 -0.3 -0.5 -0.9 15 14 0.2 0.0
Consumer CPPY 34 33 35 2.8 34 2.9 14 22 2.0 2.1 23 37 5.3 53 46
Consumer CCPPY 41 41 4.0 39 34 31 25 25 24 23 23 25 28 31 32
Producer, in industry, NACE Rev. 22 PP 0.4 0.2 0.1 0.4 0.1 2.4 18 0.1 0.7 0.8 0.1 0.9 2.2 -0.8 0.1
Producer, in industry, NACE Rev. 22 CPPY 10.1 8.7 10.4 8.3 5.1 5.8 43 3.0 32 3.0 41 37 6.3 57 55
Producer, in industry, NACE Rev. 22 CCPPY 118 115 114 11 5.1 55 5.1 45 43 4.0 41 4.0 43 44 45
FOREIGN TRADE, customs statistics
Exports total (fob), cumulated EUR mn 2371 2640 2911 3201 212 449 717 957 1236 1513 1787 2034 2304 2566
Imports total (cif), cumulated EURmn 3728 4108 4571 5039 369 725 1166 1624 2077 2472 2878 3285 3688 4131
Trade balance, cumulated EURmn  -1357 -1469 -1660 -1838 -158 =277 -449 -667 -840 -959  -1092  -1251  -1383  -1565
Exports to EU-27 (fob), cumulated EURmn 1440 1609 1768 1939 129 290 464 609 78 949 1123 1273 1430 1602
Imports from EU-27 (cif), cumulated EUR mn 2050 2259 2494 2738 202 370 620 908 1176 1416 1680 1937 2164 2456
Trade balance with EU-27, cumulated EUR mn -610 -650 -726 -799 -73 -80 -156 -299 -398 -467 -557 -664 734 -853
FOREIGN FINANCE
Current account, cumulated EUR mn -254 -222 =274 -224 -44 <71 -119 -195 -228 -199 -138 -131 -108
EXCHANGE RATE
MKD/EUR, monthly average nominal  61.50 61.50 6150 61.51| 6150 61.50 61.50 61.54 61.63 61.61 6157 6150 6150 6150 61.50
MKD/USD, monthly average nominal 4454 4491 4531 46.60| 47.68 46,54 46,57 46.73 48.00 4922 50.05 49.71 4788 4740 47.97
EUR/MKD, calculated with CPI3) real, Jan09=100 97.0 97.0 97.4 97.0 98.7 98.7 98.1 98.7 98.3 98.0 97.5 98.7 99.4 99.4 99.5
EUR/MKD, calculated with PPI3) real, Jan09=100 1147 1144 1142 1149| 1140 1161 1177 1175 1170 1167 1167 1170 1192 1184 1183
USD/MKD, calculated with CPI3) real, Jan09=100  100.0 99.7 99.5 96.8 95.4 97.8 974 97.9 95.1 925 90.2 91.6 96.0 97.3 96.6
USD/MKD, calculated with PPI3) real, Jan09=100  108.8 109.1 1080 106.3| 1036 1082 108.7 1085 1058 1032 1017 1020 1072 1079 1078
DOMESTIC FINANCE
Currency outside banks MKD bn, eop 17.2 17.0 16.6 19.3 18.2 18.3 17.9 18.1 18.4 18.8 20.4 19.6 19.2 188
M1 MKD bn, eop 575 575 56.1 61.3 60.2 59.8 59.3 60.9 59.8 61.2 63.3 62.4 63.2 63.8
Broad money MKDbn,eop 2451 2473 2489 2550| 2553 2562 2576 2563 257.1 2585 2632 2617 2605 2623
Broad money CPPY, eop 10.5 10.2 8.6 9.7 10.0 9.7 9.8 9.3 8.0 8.0 7.3 6.0 6.3 6.1 .
Central bank policy rate (p.a.) 4 %, eop 4.00 4.00 4.00 4.00 4.00 4.00 4.00 397 371 373 3.73 3.73 373 3.73 3.73
Central bank policy rate (p.a.) 9% real, %, eop -55 -43 -5.8 -4.0 -1.0 -1.7 -0.3 0.9 0.5 0.8 -0.4 0.1 24 -1.8 -17
BUDGET
General gov.budget balance, cum. 6 MKDmn  -9391  -9865 -10537 -11483| -1429 -3300 -4530 -4419 -5419  -8047 -9928 -10147 -12025 -13224

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

MONTENE GR O: Selected monthly data on the economic situation 2011 to 2012

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

PRODUCTION
Industry, NACE Rev. 2 real, CPPY 21 42 -159 371 245 147 -4.0 20.8 48  -195 -7 55 -158  -244 6.0
Industry, NACE Rev. 2 real, CCPPY -6.1 -5.9 -6.9 -10.3 -24.5 -19.7 -14.7 -7.1 5.2 -14 -6.6 -6.5 16 9.4 -9.1
Industry, NACE Rev. 2 real, SMMA 2.7 77 -207 267 -265 147 05 6.7 19 5.9 8.7 79 -155  -156
Productivity in industry, NACE Rev. 2 CCPPY . . . . -172 -118 -6.2 17 37 12 2.0 25 0.4 =24
Unit labour costs, exch.r. adj.(EUR) CCPPY . . . . 16.1 14.4 118 43 25 6.2 47 4.0 6.1 85
LABOUR
Employed persons, LFS th. pers., quart. avg ~ 202.2 . L1947 . . 1930 . . 1967 . . 2116
Employed persons, LFS CPPY -4.6 . . -15 . . 38 . . -1.0 . . 4.6
Unemployed persons, LFS th. pers., quart. avg 49.1 . . 429 . . 50.3 . . 49.1 . . 48.9
Unemployment rate, LFS % 19.5 . . 18.1 . . 20.7 . . 20.0 . . 18.8 .
Employment total, registered th. persons,avg 1644 1634 1627 1625| 1609 1620 1626 1637 1658 1626 1731 1730 1699  168.7
Unemployment, registered th. persons, eop 294 30.2 30.6 30.6 313 315 31.6 313 30.1 294 28.7 285 28.3 29.5
Unemployment rate, registered %, eop 15.2 15.6 15.8 15.8 16.3 16.3 16.3 16.1 154 15.3 14.2 14.6 14.3 14.9
WAGES
Total economy, gross EUR 712 711 721 722 754 739 730 733 727 722 716 716 721 717 713
Total economy, gross real, CPPY -4.1 -3.4 -2.3 -8.6 -4.9 -5.9 -1.6 0.8 -1.6 -1.9 -3.4 -2.9 -3.0 -4.1 -6.0
Industry, gross, NACE Rev. 2 EUR 835 863 902 876 904 920 901 910 880 936 842 873 883 868
PRICES
Consumer PP 0.1 0.2 -0.2 -0.2 0.8 1.0 0.4 0.5 0.4 0.2 0.2 0.4 0.4 11 -0.1
Consumer CPPY 35 35 31 2.8 2.7 42 2.7 31 35 39 4.4 4.0 44 52 5.2
Consumer CCPPY 32 32 32 32 2.7 42 37 36 35 36 37 36 38 39 4.1
Producer, in industry ) PP 0.1 0.4 0.1 -1.6 1.0 0.4 03 0.1 0.2 18 0.0 42 -15 0.4 0.1
Producer, in industry ) CPPY 3.2 2.8 2.8 1.0 -0.6 -0.8 -15 -0.2 -0.3 1.8 0.9 51 35 43 2.8
Producer, in industry ) CCPPY 35 34 34 32 -0.6 0.7 -1.0 0.8 0.7 03 0.1 0.6 0.9 12 34
FOREIGN TRADE, customs statistics
Exports total (fob), cumulated EUR mn 332 380 418 454 27 51 85 116 151 182 214 245 276 302
Imports total (cif), cumulated EURmn 1365 1516 1660 1823 100 207 398 549 7 887 1065 1238 1386 1544
Trade balance, cumulated EURmn -1033 -1136 -1242  -1369 -2 -155 -313 -433 -566 -705 -851 -993  -1110  -1242
Exports to EU-27 (fob), cumulated EUR mn 186 209 220 227 9 16 25 35 49 59 68 74 83 91
Imports from EU-27 (cif), cumulated EUR mn 534 586 639 697 37 83 150 208 276 339 406 474 527 591
Trade balance with EU-27, cumulated EUR mn -348 377 -418 -470 29 -66 -125 -173 221 -279 -338 -401 -444 -499
FOREIGN FINANCE
Current account, cumulated EUR mn -312 . . -573 . . -238 . . -493 . . -331
EXCHANGE RATE
EUR/USD, monthly average nominal 0726 0730 0.738 0.759| 0.775 0.756 0.758 0.760 0.782 0.798 0814 0.806 0.778 0771  0.780
EUR/EUR, calculated with CPI2 real, Jan09=100 98.5 98.4 98.0 97.5 98.9 99.3 98.7 98.7 99.2 995 1001  100.2 99.9 1008  100.8
EUR/EUR, calculated with PP12) real, Jan09=100 93.2 92.8 925 91.2 91.3 91.1 90.4 90.5 90.6 928 92.7 95.8 94.2 94.6 945
USD/EUR, calculated with CPI 2 real, Jan09=100 94.2 95.1 96.0 98.8] 1012 99.3 99.2 99.7 1031 1056 1081 1069 1031 1033 1049
USDI/EUR, calculated with PPI2) real, Jan09=100 82.0 83.1 83.8 85.6 87.9 85.7 845 85.1 88.1 923 94.2 96.1 90.5 90.4 92.4
DOMESTIC FINANCE
Central bank policy rate (p.a.) 3 %, eop 9.06 9.05 9.10 9.06 9.02 9.00 8.99 8.93 8.91 8.89 8.87 8.87 8.86 8.82
Central bank policy rate (p.a.) 34 real, %, eop 57 6.1 6.1 8.0 9.7 9.9 10.6 9.1 9.2 7.0 79 36 5.2 43
BUDGET
General gov.budget balance, cum. EUR mn -95 . . -137 . . -41 . . -125 . . -90

1
2
3
4

Domestic output prices.

Adjusted for domestic and foreign (US resp. EU) inflation. Values more than 100 mean real appreciation.
Average weighted lending interest rate of commercial banks (Montenegro uses the euro as national currency).
Deflated with annual PPI.
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STATISTICS

S E R B | A: Selected monthly data on the economic situation 2011 to 2012

(updated end of Dec 2012)

2011 2012
Sep Oct Nov Dec Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov
PRODUCTION
Industry, NACE Rev. 2 real, CPPY -1.8 -1.0 2.2 0.1 28 -129 -32 22 -31 -4.0 -4.0 -0.8 -6.8 16
Industry, NACE Rev. 2 real, CCPPY 21 18 18 17 2.8 -8.0 -6.2 -5.2 -4.8 -4.6 -4.5 -4.1 -4.4 -38
Industry, NACE Rev. 2 real, 3VIMA -11 -0.2 04 0.0 5.0 -6.2 5.9 -2.8 231 -37 -3.0 -4.0 21
Productivity in industry, NACE Rev. 2 CCPPY 53 4.7 4.6 43 -16 -6.8 -4.7 3.7 -32 -3.0 =29 -25 -2.8
Unit labour costs, exch.r. adj.(EUR) CCPPY 8.7 9.7 10.0 10.3 49 14.2 117 8.9 6.4 41 31 21 14
LABOUR
Employed persons, LFS th. pers., quart. avg 22245 2157.6
Employed persons, LFS CPPY -6.6 -5.4
Unemployed persons, LFS th. pers., quart. avg 691.8 740.0
Unemployment rate, LFS % . . 23.7 . . . . 255 . . .
Employees total, registered th. persons, avg  1337.0  1337.0 1337.0 1338.0| 1338.0 1338.0 1339.0 1339.0 13380 1339.0 1337.0 13350 1334.0
Unemployment, registered th. persons, eop 7426 7379 735.1 7452| 7642 7771 7827 7753 762.6 755.0 752.6 7516 7515
Unemployment rate, registered %, eop 214 27.3 27.2 275 280 28.3 28.6 284 280 278 218 278 278
WAGES
Total economy, gross RSD 53838 52944 53239  61116| 50829 55505 56125 58465 56206 58712 57240 58503 55903 57733
Total economy, gross real, CPPY 1.6 11 2.3 38 14 6.9 9.2 41 10.1 1.9 -0.4 1.8 5.7 -3.3
Total economy, gross EUR 532 526 519 594 484 513 506 524 495 507 491 496 486 510
Industry, gross, NACE Rev. 2 EUR 512 512 497 565 487 498 498 513 471 495 482 492 464
PRICES
Consumer 9 PP 0.2 0.4 0.9 0.7 0.1 0.8 11 0.6 14 11 0.1 16 2.3 2.8 0.0
Consumer %) CPPY 9.3 8.7 8.1 7.0 5.6 4.9 3.2 2.7 39 55 6.1 7.9 10.3 12.7 11.9
Consumer 9 CCPPY 12.3 11.9 12.1 11.0 5.6 5.2 45 41 4.0 43 45 5.0 5.6 6.3 6.8
Producer, in industry, NACE Rev. 22 PP 0.4 0.3 0.3 0.4 04 0.8 18 0.1 -05 0.1 0.5 21 11 -05 -0.7
Producer, in industry, NACE Rev. 22) CPPY 12.3 11.2 10.3 9.7 6.9 5.8 5.9 3.4 33 34 3.8 6.2 7.0 6.4 7.0
Producer, in industry, NACE Rev. 22 CCPPY 16.2 15.7 15.2 14.2 6.9 6.3 6.2 55 5.0 4.7 4.6 48 51 6.6 55
FOREIGN TRADE, customs statistics
Exports total (fob), cumulated EURmn 6278 7004 7732 8437 552 1072 1856 2584 3335 4134 4893 5617 6402 7255
Imports total (cif), cumulated EURmn 10384 11588 12918 14319 1027 2113 3121 4305 5571 6763 8015 9157 10323 11669
Trade balance, cumulated EURmn  -4106 -4584  -5185 -5883 -475  -1041  -1266  -1721  -2237 -2629 -3123 -3540 -3921 -4414
Exports to EU-27 (fob), cumulated EUR mn 3650 4055 4482 4867 351 666 1114 1531 1969 2436 2850 3235 3686 4189
Imports from EU-27 (cif), cumulated EURmn 5771 6499 7300 8032 538 1120 1907 2627 3360 4128 4874 5564 6280 7110
Trade balance with EU-27, cumulated EURmn -2121 -2445 -2818 -3165 -187 -454 =793 -1097  -1392 -1692 -2024 -2329 -2593 -2922
FOREIGN FINANCE
Current account, cumulated EURmn -1925 -2180 -2333 -2829 -261 -648  -1177 -1390 -1624 -1916 -2035 -2179 -2459
EXCHANGE RATE
RSD/EUR, monthly average nominal 10121 100.60 102.68 102.93| 105.04 108.10 11090 111.63 11360 11577 11646 117.86 11503 11328 112.95
RSD/USD, monthly average nominal ~ 73.52 73.45 75.71 78.15| 8141 8162 8391 8475 88.94 92.24 94.67 95.14 90.52 87.86 87.99
EUR/RSD, calculated with CPI 3 real, Jan09=100  105.4 106.1 104.8 103.4| 102.0 99.4 97.0 96.5 96.2 95.5 95.4 95.5 99.5 1035 104.0
EUR/RSD, calculated with PPI3) real, Jan09=100  117.1 1174 1151 1155| 1127 1098 1084 107.7 105.7 1045 104.2 104.3 107.8 109.0 108.6
USD/RSD, calculated with CPI 3 real, Jan09=100  109.0 109.8 107.6 103.7 99.2 99.3 96.9 96.3 93.1 90.9 88.8 89.3 95.6 101.3 101.6
USD/RSD, calculated with PPI3) real, Jan09=100 1115 1127 109.4 107.4] 103.0 1031 100.8 100.1 95.8 931 914 91.7 96.5 99.4 99.7
DOMESTIC FINANCE
Currency outside banks RSD bn, eop 94.2 87.9 92.8 1142| 1072 1112 1069 109.0 102.1 105.3 109.8 110.2 1110 101.6
M1 RSD bn,eop  256.4 2555 263.8 2937| 2752 2863 2664 2756 262.2 269.0 2752 2771 290.2 2733
Broad money 4 RSDbn,eop 14122 14120 14576 15004 1483.0 1522.8 1499.7 1531.2 15747 1588.6 1607.5 16169 1607.6 1580.2
Broad money 4 CPPY, eop 8.1 6.2 7.0 10.3 12.0 16.4 14.0 19.0 223 18.1 155 15.0 13.8 119 .
Central bank policy rate (p.a.) 9 %, eop  11.25 10.75 10.00 9.75 9.50 9.50 9.50 9.50 9.50 10.00 10.25 10.50 10.50 10.75 10.95
Central bank policy rate (p.a.) 96) real, %, eop  -0.9 -0.4 -0.3 00| 24 35 34 59 6.0 6.4 6.2 4.0 33 41 37
BUDGET
Central gov.budget balance, cum. RSDmn -97015 -108633 -119938 -132534| -10428 -41633 -52741 -82902 -89274 -111197 -111236 -123148 -145225 -147916 -161350
1) From 2011 according to COICOP classification.
2) Domestic output prices.
3) Adjusted for domestic and foreign (US resp. EU) inflation. Values more than 100 mean real appreciation.
4) Excluding frozen foreign currency savings deposits of households.
5) Two-week repo rate.
6) Deflated with annual PPI.
Source: wiiw Monthly Database incorporating national statistics.
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STATISTICS

R US S| A: Selected monthly data on the economic situation 2011 to 2012

2011
Sep Oct Nov Dec

PRODUCTION
Industry, total real, CPPY 3.8 36 39 24
Industry, total real, CCPPY 53 51 5.0 4.8
Industry, total real, 3MMA 45 38 33 33
Construction, total real, CPPY 4.8 82 5.9 6.7
Construction, total real, CCPPY 4.1 47 438 51
LABOUR
Employed persons, LFS th.pers.,avg 71965 70828 70970 70933
Employed persons, LFS CPPY 12 05 1.0 19
Unemployed persons, LFS th. pers., avg 4615 4805 4766 4643
Unemployment rate, LFS %, avg 6.0 6.4 6.3 6.1
Unemployment, registered th. persons,eop  1263.0 12160 1223.0 1286.0
Unemployment rate, registered %, eop 17 16 1.6 17
WAGES
Total economy, gross RUB 23468 23602 24296 32809
Total economy, gross real, CPPY 41 49 58 103
Total economy, gross EUR 557 550 580 791
Industry, gross 1) EUR 525 517 531 635
PRICES
Consumer PP 0.0 05 0.4 04
Consumer CPPY 73 73 6.9 6.1
Consumer CCPPY 9.1 8.9 8.7 85
Producer, in industry 2 PP 0.7 17 16 0.2
Producer, in industry 2 CPPY 19.6 19.0 15.9 14.9
Producer, in industry 2 CCPPY 19.8 19.7 193 18.9
FOREIGN TRADE, customs statistics
Exports total (fob), cumulated EURmn 265318 298529 333215 371709
Imports total (cif), cumulated EURmn 156990 177343 197972 219831
Trade balance, cumulated EURmn 108329 121186 135243 151878
FOREIGN FINANCE
Current account, cumulated EURmn 50132 . . 71036
EXCHANGE RATE
RUB/EUR, monthly average nominal  42.150 42.940 41.880 41.480
RUB/USD, monthly average nominal 30490 31.350 30.860 31.450
EUR/RUB, calculated with CPI 3 real, Jan09=100 1137 1118 1149 116.1
EUR/RUB, calculated with PPI3) real, Jan09=100 1407 1404 1459 1479
USD/RUB, calculated with CPI 3) real, Jan09=100 116.2 113.8 116.2 1147
USD/RUB, calculated with PPI3) real, Jan09=100 1323 1325 1366 1354
DOMESTIC FINANCE
Currency outside banks RUBbn,eop 54204 5420.1 54752 5938.6
M1 RUBbn,eop 11359.1 111309 113541 12857.4
M2 RUBbn,eop 256634 25545.1 26290.4 28754.6
M2 CPPY, eop 204 18.7 189 20.9
Central bank policy rate (p.a.) 4 %, eop 8.25 8.25 8.25 8.00
Central bank policy rate (p.a.) 49 real, %, eop 9.5 9.1 -6.6 6.0
BUDGET
Central gov.budget balance, cum. RUBbn 11309 14228 1369.5 4308

1) Manufacturing industry only (D according to NACE Rev. 1).
2) Domestic output prices.

4) Refinancing rate.
5) Deflated with annual PPI.

)
)
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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STATISTICS

UKRAIN E: Selected monthly data on the economic situation 2011 to 2012

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

PRODUCTION
Industry, total real, CPPY 73 5.2 44 0.2 2.4 17 -1.2 0.1 11 -13 0.7 4.7 6.7 -4.2
Industry, total real, CCPPY 9.3 8.8 8.4 7.6 24 21 0.9 0.7 0.8 0.4 0.3 -0.4 -11 -15
Industry, total real, SMMA 76 5.6 33 2.3 14 0.9 0.2 0.0 0.0 03 2.2 -4.0 5.2 .
Productivity in industry 2) CCPPY 104 10.0 9.6 8.9 2.2 2.2 12 12 14 12 12 0.7 0.1 0.2
Unit labour costs, exch.r. adj.(EUR) ) CCPPY 29 39 45 5.4 18.1 19.4 178 188 201 213 225 238 235 231 .
Construction, total real, CCPPY 11.6 11.9 12.7 11.0 25 -05 =27 -3.0 0.3 -19 -6.2 -8.0 9.1 -10.2 -12.1
LABOUR
Employed persons, LFS th. pers., quart. avg 20783 . . 20019 . . 20040 . . 20541
Employed persons, LFS CPPY 0.0 . . 0.8 . . -0.3 . . 0.8
Unemployed persons, LFS th. pers., quart.avg 1531 . . 1779 . . 1845 . . 1576
Unemployment rate, LFS % 6.9 . . 8.2 . . 84 . . 71 . . . .
Employees total, registered th. persons, avg 10537 10539 10498 10396| 10598 10602 10613 10613 10579 10595 10592 10554 10536 10527
Unemployment, registered th. persons, eop 405 379 413 483 521 547 531 486 465 447 438 427 416 400
Unemployment rate, registered 2 %, eop 15 14 15 18 19 20 19 17 17 16 16 15 15 14
WAGES V)
Total economy, gross UAH 2737 2729 2727 3054 2722 2799 2923 2942 3015 3109 3151 3073 3064 3110
Total economy, gross real, CPPY 10.0 115 10.2 1.1 14.2 16.2 133 155 178 16.2 14.7 14.1 12.0 14.0
Total economy, gross EUR 248 250 252 290 264 265 278 280 294 311 321 311 299 300
Industry, gross EUR 297 300 296 337 312 312 319 322 342 346 366 367 346 351
PRICES
Consumer PP 0.1 0.0 0.1 0.2 0.2 0.2 0.3 0.0 -0.3 0.3 0.2 0.3 0.1 0.0 0.1
Consumer CPPY 59 5.4 5.2 46 37 3.0 19 0.6 -0.5 -1.2 0.1 0.0 0.0 0.0 0.2
Consumer CCPPY 9.0 8.6 8.3 8.0 37 34 2.9 23 17 12 1.0 0.9 0.8 0.7 0.6
Producer, in industry 3 PP 12 -1.8 0.6 -1.8 0.8 0.8 11 37 0.2 0.7 2.9 0.5 0.2 -15 0.0
Producer, in industry3) CPPY 212 16.2 17.3 14.1 11.8 75 6.5 6.8 43 45 13 13 0.3 0.6 0.0
Producer, in industry 3 CCPPY 201 19.7 19.5 19.0 11.8 9.6 85 8.1 73 6.8 6.0 5.4 48 43 39
FOREIGN TRADE, customs statistics
Exports total (fob), cumulated EURmn 35489 39681 44281 49144 4128 7878 12333 16734 21602 25970 30636 35332 39635 44574
Imports total (cif), cumulated EURmn 42307 47793 53430 59357| 4173 9296 14553 20074 25979 31535 37364 43216 48587 54525
Trade balance, cumulated EURmn -6818 -8112 -9149 -10213 -45 <1418 -2220  -3340 4377  -5565 -6728  -7884  -8953  -9951
FOREIGN FINANCE
Current account, cumulated EURmn  -4191 . . 7359 . . -1385 . . -4101 . . 7370
EXCHANGE RATE
UAH/EUR, monthly average nominal 11.030 10.914 10.839 10.544| 10.301 10.544 10533 10.511 10.265 10.012 9.829 9.890 10.248 10.373 10.256
UAH/USD, monthly average nominal  7.973 7975 7.984 7.990f 7.990 7989 7986 7.987 7.991 7993 7.993 7.993 7993 7993 7.993
EUR/UAH, calculated with CPI 4) real, Jan09=100  108.0 1088 1095 1124 1160 1129 1122 1119 1144 1171 1195 1179 1132 1116 1129
EUR/UAH, calculated with PPI 4 real, Jan09=100 1367 1356 1370 1386 1395 1366 1376 1429 1472 1529 1509 149.6 1444 1406 1422
USD/UAH, calculated with CPI 4 real, Jan09=100  111.2 1115 1116 1119 1117 1114 1109 1106 1103 1102 1101 1092 1088 1089 1093
USD/UAH, calculated with PPI 4) real, Jan09=100 1296 1288 1292 127.9| 1263 1267 1266 1315 1329 1348 1311 1301 1292 1278 1294
DOMESTIC FINANCE
Currency outside banks UAHbn,eop 1899 1884 1842 192.7| 1846 1865 1879 1945 1948 2004 2015 2008 199.8 1950
M1 UAHbn,eop 3046 3043 2948 311.0[ 3027 3000 3086 3158 3136 3190 3236 3186 3210 3128
Broad money UAHbn,eop 6623 6664 6535 6855| 6755 679.7 6913 7037 7011 7104 7210 7251 7317 729.7
Broad money CPPY, eop 16.4 15.7 13.8 14.7 12.4 12.3 113 10.2 10.2 8.9 9.7 9.1 10.5 9.5 .
Central bank policy rate (p.a.) 9 %, eop 7.75 7.75 7.75 7.75 7.75 7.75 7.50 7.50 7.50 7.50 7.50 7.50 7.50 7.50 7.50
Central bank policy rate (p.a.) 9 real, %, eop  -11.1 7.3 8.1 5.6 -3.6 0.2 1.0 0.7 31 29 6.1 6.1 71 6.8 75
BUDGET
General gov.budget balance, cum. UAHmn  -3097 -8040 -7535 -23058 2069 4759 -712 -6384 4803  -9743 -18868 -14833 -21262 -29184

1) Enterprises with 10 and more employees.

2) Ratio of unemployed to average working age population.

3) Domestic output prices.

4) Adjusted for domestic and foreign (US resp. EU) inflation. Values more than 100 mean real appreciation.
5) Discount rate.

6) Deflated with annual PPI.

Source: wiiw Monthly Database incorporating national statistics.
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Guide to wiiw statistical services
on Central, East and Southeast Europe

Price
Time of
Source o Media Availability Non-Members
publication (n.a. = for wiw |  Members
Members only)
Annual Handbook of Statistics | November hardcopy + PDF via postal service €92.00 1 copy free,
data additional
copies
€ 64.40 each
PDF CD-ROM or €75.00 free
donwload
hardcopy + PDF + | CD-ROM € 250.00? 175.007
Excel”
Excel” + PDF download € 245.00 €171.50
individual chapters | download € 37.00 € 37.00
per chapter per chapter
Handbook of Statistics 2008: PDFY via e-mail €80.00 €56.00
no printed version! Excel + PDF CD-ROM or via e-mail € 200.00 € 140.00
wiiw Annual Database | continuously online access via €2.90 €1.90
http://www.wsr.ac.at per data series | per data series
Quarterly Current Analyses February hardcopy via postal service €80.00 free
da_ta and Forecasts and July PDF download €65.00 free
(with selected
annual data) | Monthly Report Monthly Report | hardcopy or PDF | download or via e-mail n.a. | only available
nos. 10, 11, 12 under the wiiw
Service
Monthly Monthly Report continuously hardcopy or PDF | download or via e-mail n.a. Package for
data € 2000.00
wiiw Monthly Database | continuously monthly unlimited | online access via €80.00 free
access http://mdb.ac.at
annual unlimited € 800.00 free
access
Industrial wiiw Industrial June Excel CD-ROM € 295.00 € 206.50
Database Database
(yearly)
download €290.00 € 203.00
Database wiiw Database May hardcopy via postal service €70.00 € 49.00
on FDI on Foreign Direct PDF download €65.00 € 4550
(yearly) Investment
HTML, Excel”, via postal service € 145.00 €101.50
CSV on CD-ROM
+ hardcopy
HTML, Excel”, download €140.00 €98.00
Csv
1) covering time range from 1990 up to the most recent year
2) including long PDF plus hardcopy
Orders from wiiw: via wiiw’s website at www.wiiw.ac.at,
by fax to (+43 1) 533 66 10-50 (attention Ms. Ursula Kéhrl)
or by e-mail to koehrl@wiiw.ac.at.
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