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RÉSUMÉ 

George Stubos* 

Le présent article porte sur la conjoncture économique des Balkans. Après une 
brève présentation historique sont exposées les données les plus récentes, qui 
permettent d'éclairer l'évolution de la Roumanie, la Bulgarie, l'Albanie, la Bosnie­
Herzégovine, l'ex-Yougoslavie et la FYROM (ancienne République yougoslave de 
Macédoine). 

ABSTRACT 

This article deals with the current economic situation in the Balkans region. 
Sorne background and the most recent data are provided to highlight the evolution 
ofRomania, Bulgaria, Albania, Bosnia-Herzegovina, Former Republic ofYugoslavia, 
and FYROM (Former Yugoslav Republic of Macedonia). 

Introduction 

The watershed events of 1989 marked the eclipse of the centralized 
planned model in the Balkans, Soviet Union and Eastern Europe and 
the beginning of a rransitional course toward market-based economies 
and societies. The present study describes and assesses economic and 
financial developments in the Balkan countries during the period 
1989-2002. 

The Balkan economies started their transition course from highly 
disadvantaged and disrorted economic structures that grew out of 
arbirrary central-planning decisions devoid of market criteria. The 
opening-up of these economies to international competition found 
them ill-prepared and vulnerable. During the Communisr era, and for 
different reasons, they remained isolated from the European and 
international markets. Albaniàs subsistence socialism and Romania's 

• York University, currently Advisor to the Governor of the Bank of Greece 

1 1  



Études helléniques / Hellenic Studies 

self-contained economic experiment discouraged contact with the 
outside world. Whereas Bulgaria's interdependence with the Soviet 
industry and the Council for Mutual Economie Assistance 
(COMECON) countries kept self-sustaining growth in abeyance. 
Even Yugoslavia, which had forsaken the economic mold of the rest of 
the socialist economies, managed to stage only a meteoric appearance 
in Western markets in the 1970s. However, penetration, of these 
markets was shorr-lived, demonstrating the non-competitive nature of 
its products. 

In addition to the challenge of transition which these countries have 
faced since 1989 ,  the region has also experienced protracted 
geopolitical turmoil as a result of Yugoslavia's break-up. The Croatian, 
Bosnian and Kosovo military conflicts have inflicted direct or indirect 
consequences on the whole region. War expenditures and the 
consequent destruction of the economic infrastructure and productive 
capacity have created additional budgetary burdens and have 
frequendy derailed fiscal and monetary policies. Economie conditions 
in the region were aggravated further by UN sanctions on Yugoslavia, 
which held in effect for most of the 1990s, the UN sanctions on 
Croatia in 1 994, and the Greek embargo on FYR Macedonia in 1 995-
96. Yugoslavia, at the epicentre of all military conflicts, was affected 
more than any other country. Policies identifiable with the initial 
phase of transition were introduced in 200 1 after the demise of the 
Milosevic régime. Even countries non-involved direcdy in military 
conflicts, like Albania, Bulgaria and Romania, have suffered indirect 
negative consequences due to the interruption of regional and 
international trade routes. The heavily crade-based and landlocked 
economy of the FYR Macedonia, or FYROM, has suffered greater 
harm than the other more diversified economies. In addition, 
protracted regional instability has deterred the flow of direct foreign 
investment into the region. Foreign firms have opted instead for the 
more stable central European economies like Poland, Hungary and 
the Czech Republic. 

Before proceeding with our analysis, a word of caution is necessary. 
The transition policies introduced in the Balkan countries were 
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neither uniformly planned in terms of timing and content nor were 
they similar in rerms of their outcome. In each and every country, 
governmenrs, institutions and people reacted differently ro internai 
and external challenges. As has been already mentioned, to varying 
degrees all counrries in the region have experienced political turmoil, 
ethnie tension, population dislocation and, in some cases, military 
conflict. These factors affecred not only the economic conditions, the 
scope and nature of reforms but also the social fabric of these 
countries. Beyond these conringencies, there were other unavoidable 
obstacles that acred as constraints to the pace of transformation. The 
geographic disadvanrage of the region in relation to European 
markets, the inherited economic disrortions and their undeveloped 
internai market, created objective limits to what could be clone. 
Despire these obstacles, the transition process in ail countries has 
moved forward, confirming their commitmenr to the initial objectives 
to transform their economy and society to a market model, albeit, 
with different degree of speed, depth and continuity. 

Reform and Restructuration 

In ail Balkan countries the first phase of reform was characterised by 
two main policies: privatization and price liberalization. Ir was 
expecred that the introduction of market logic would in irself be 
sufficienr ro selve systemic distortions and inefficiencies in the spheres 
of production, consumption and distribution. Ir was also assumed 
that private ownership would create the kind of rational behaviour 
and practices observed in mature markets. It was thought that through 
these two policies, transition economies would swiftly restructure 
their production base with a moderate and manageable social cosr. In 
the process, the economic and social consequences of rhese two 
policies proved much more severe and long-lasting than initially 
predicted. Their implemenration often resulred in considerable 
destruction and social dislocation. Production assets became idle 
which left a very substantial part of the active work-force unemployed. 
These conditions were compounded further because in the uncharted 
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waters of reform, untesred fiscal and monetary policies were 
introduced as a remedy to the problem. Unfortunately they generated 
high budget deficits, high inflation rates, negative trade and current 
account balances and a significant rise in public debt. The initial 
experience of all Balkan economies was a harbinger of the complexity 
of the transition project. 

The range of policies on privatization introduced in the Balkan 
countries, varied from an attempted swift transfer of ownership from 
the public to the private sector to more elaborare schemes requiring 
first a restructuring and ofren downsizing of State industries before 
transference to the private sector. In practice, most governments, after 
facing serious difficulties in applying these policies, and after repeated 
delays, opted for a compromise solution which involved the public 
offering of shares to managers and employees of the companies 
themselves. This method of privatization hardly met the initial 
objective of distributing public property 'widely and fairly' . Moreover, 
it failed to provide a sound base and fertile environment for the 
creation of viable, efficient and competitive enterprises. At best, the 
privatization policies implemented were ambivalent and were, more 
often than not, carried out without the proper transparency. 

The first years of the transition process were marked by severe 
economic regression, shown clearly in the output decline figures. 
Albaniàs GDP dropped 27% in a single year ( 199 1 ) .  At the rime, 
Albania was experiencing a crisis of governmentability against a 
background of social chaos and conditions of economic anarchy. The 
FYROM faced a similar drop in GDP (21 . 1  %) a year lacer, in 1 992, 
when mining and trade contracted severely following the country's 
severance from the Yugoslav Federation. The country most implicated 
in direct military conflict, Yugoslavia, has suffered the deepest decline 
for the longest period. Military conflicts resulted in the disruption of 
transportation and supply routes, the interruption of production and, 
in some cases, the destruction of productive capacity. The UN­
imposed sanctions compounded an already severe output problem. 
Bulgaria and Remania also experienced an annual decline in GDP in 
excess of 13% between the period 1 990 to 1992. These two countries 
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were not direcdy implicated in any military conflict, but policy 
ambivalence, internal labour strife and hesitant implementation of 
transition measures caused them the output contraction recorded. 

ln most Balkan countries, output decline was checked within three 
to five years. The pace by which this decline stopped and the pace by 
which recovery started, depended on each country's economic 
characreristics, its commicment to reform policies, the nature of its 
political institutions and the contribution of the international 
community in providing investment fonds and financial aid. The 
years 1993-94 mark a turning point in terms of output. During thac 
period, positive output figures were recorded in all but two countries: 
FYR Macedonia and Yugoslavia. Albania led this trend with a GDP 
growth of 9 .6%, Romania posred a more moderate output growth of 
1 .5%, while Bulgaria had to wait for another year to register its firsc 
post-socialist GDP increase of 1 .8% in 1994. 

One important reason for the 1993-4 improvement in economic 
conditions was the involvement of international institutions. All 
Balkan countries, except Yugoslavia, entered into membership status 
agreements with the World Bank and the IMF in the 199 1 -92 period 
(Bosnia did so in 1995). These two international financial institutions 
negotiaced a series of Systemic Transformation Facilities, Stand-by 
Agreements and Extended Fund Facilities with the Balkan countries, 
conditional on minimum monetary and fiscal requirements and the 
introduction of auscerity and restructuring programmes. In order to 
gain accessibility to funding, chese countries had to pursue more 
effective privatisation policies, wage and price concrols as well as 
banking and financial reforms. These measures seemed to work, 
leading to output growch, resumpcion of trade and the caucious 
appearance of foreign invescmenr, albeit, ac very moderare levels. 

The upward output trend, which began in 1993, receded 
temporarily in 1997-8 in most counrries, due co a combination of 
internai and exrernal factors. The largest declines occurred in Albania 
(-8%), Bulgaria (-7.4%) and Romania (-7.3%). FYROM posced a 
slight output increase ( 1  %). The collapse of the pyramid schemes in 
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Albania and the banking and financial crises in Bulgaria and Romania, 
which were either triggered, or aggravated further, by the global 
financial turmoil initiated in Asia and Russia, were the main causes for 
this decline in output. The Balkan economies also found themselves 
affected by the decrease in global demand, the collapse of world prices 
for basic commercial and intermediate goods and the worsening of the 
global trade situation. 

At the end of the l 990s, output in most countries (Bulgaria, FYR 
Macedonia, Romania, Bosnia) was still below 80% of the 1989 level, 
while in Yugoslavia it was estimated at 50%. Albania's output in 1 998 
approached 90% of its 1989 level. In addition, the end of the decade 
found these economies with an output composition different from 
that in the beginning of the decade. The prevailing forms of activity 
had shifred from mining, elementary manufacturing and raw material 
production to trade, services and agriculture. Both production and 
consumption trends were now driven more by market requirements 
than by state directives. In this sense, the transition process had 
accomplished an important implicit goal: the logic of the market was 
now becoming the key determinant of economic life. 

Growth performance in all Balkan transition economies over the last 
three years has been very strong and future growth prospects look very 
promising. The GDP growth rate in 2000 and 200 1 in most 
economies stood between 4.5% and 7.8%. The only exceptions were 
Romania, which recorded a rate of 1 .8% in 2000; 
Bosnia/Herzegovina, which recorded a rate of 2.3% in 200 1 ;  and the 
FYR Macedonia, which recorded a negative growth rate of 4. 1 % the 
same year because of interna! civil snife. The year 2002 is expected to 
be excellent with growth rates maintained at the same high level. Only 
Bosnia/Herzegovina and FYROM are expected to grow by around 
3%. lt has become apparent that the Balkan economies have shown 
strong resilience to the initial global slowdown after September 1 1 ,  the 
significant fluctuations in the first three quarters of 2002 and the 
financial instability in some emerging markets. According to 
projections by the major international financial institutions and chose 

16 



Études helléniques / Hellenic Studies 

made by national governments, growth prospects for all Balkan 
economies are very strong for the next three years ar least. These 
growth projections are supported by an increasing flow of foreign 
direct invesrment and srrong increases in public and privare spending, 
all of which contribute to a rise in productive capacity and a 
constandy growing domestic demand. 

Unemployment 

The severe economic contraction following the socialist breakdown 
withered away a key assumption shared by mosr people in the Balkans: 
liferime employment. The pursuir of transition policies shut out a 
grear number of people from rhe labour force. The unemploymenr 
rares experienced by mosr Balkan counrries since 1 989 have surpassed 
all levels experienced by Western economies during rhis century. 

Unemployment fluctuations in each country differed in magnitude 
and timing. Albaniàs unemploymenr rate reached its highesr level of 
27% in 1992. For the next four years, the country continued to 
decline, reaching 1 2.3% in 1996. The initial surge was pardy a result 
of rhe destruction of manufacturing capacity and the significant 
movement of an agrarian population to urban centres. The anarchy 
and chaos prevalent in the countryside lefr peasants with no other 
options. The drop in the unemployment rate afrer 1 992 can be 
explained by the graduai economic recovery, particularly in rhe service 
and retail sectors, and by rhe exodus of hundreds of rhousands of 
Albanian migrants, mainly to Greece and Italy. During the past four 
years ( 1 998-2002), the unemployment rate has remained around 
1 8%. The collapse of the pyramid schemes and the temporary stall of 
the economy contributed initially to this increase. Ir also appears that 
unemployment has been kept at this level, in part, due to a gradual 
rationalization of the labour market. 

In Romania and, less so, in Bulgaria, unemployment rates have been 
more moderare. Three years into the transition, the rates stood at 1 1  % 
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and 1 7% respectively, and have been fluctuating at these levels up ro 
the presem. In the case of Romania, the slow pace of reform and a 
strong labour movement have been considered as the key factors in 
protecring employment much longer than in the other transition 
economies. Yugoslavia, FYR Macedonia, and Bosnia have been 
experiencing structural unemploymem problems of abysmal 
proportions, with rates exceeding 30% during the whole transition 
period. These unemploymem conditions reflect the massive 
destruction of production assets, labour dislocation and internal 
(refugee) migration. Fundamemal changes are needed for this trend to 
reverse itself 

The high levels of unemploymem in most Balkan countries have 
deprived a very large number of people of a subsistence level of 
incarne. In addition, inflationary conditions and currency devaluation 
have wiped out savings and have caused pension incarnes to shrink. 
Bankruptcies of financial institutions have had a similar effect for 
uninsured depositors. Furthermore, the lack of a social safety net 
prevents even the barest minimum incarne generation for those most 
in need. The average per capita incarne in the Balkan transition 
economies, relative to the EU average, dropped from over 30% in 
1990 to near 20% in 1998. 

Restructuring imperatives have also led a very high percemage of 
unemployed people into conditions of permanent marginalization. A 
growing number of people have dropped out of the economy 
alrogether. The institutional inability of most governments to retrain 
dislocated workers has turned them into an obsolete labour force. 
Even if labour market demand increases, it will be virtually impossible 
for these workers with eroding skills to perform tasks required by the 
new economy. There is a definite shift away from manufacturing 
labour toward services and trade where different kinds of skills are 
needed. Marginalization is indeed becoming an abiding feature of the 
Balkan transition economies that has to be addressed very seriously. 

Another challenge faced by most Balkan economies is the perennial 
scourge known as the underground economy. It remains the 
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consequence of institutional and public corruption compounded by 
the absence of an efficient tax collection structure. During the early 
critical and vulnerable transition years, it may have constituted a 
lifeline for the economy and a necessary survival strategy; however, in 
a growing and maturing market, this sort of activity becomes an 
institutional hindrance to sustainable growth. The magnitude of this 
problem becomes clear when we realize that income generated by 
underground activity, in most countries, is estimated to be above 30% 
of the GDP. 

Unemployment, marginalization, poverty and the existence of a 
large underground economy are more than manifestations of passing 
economic conditions. They could potentially undermine the 
completion of the reform process itself because, altogether, they 
constitute a serious challenge to social stability. This kind of problem 
seems more acute in Albania, Yugoslavia, FYROM and 
Bosnia/Herzegovina. 

Inflation 

Inflationary and hyperinflationary conditions have been common 
features of all South-Eastern European transition economies. The 
countries stemming from the Yugoslav Federation carried into the first 
phase of their transition hyperinflation conditions of the Federation 
itself In two of these countries hyperinflation reached around 1 500%, 
in FYROM in 1992 and in Croatia in 1993, while Slovenia's rate 
reached its highest level, around 200% in 1 992.  Bosnia's 
hyperinflation rate in 1992-3 ranged between 30,000% to 60,000%. 
Bulgaria in 199 1  and Romania in 1993 also experienced high 
inflation rates reaching 300% and 200% respectively. 

Another common characteristic shared by ail Balkan countries is the 
speed with which inflation was contained. By 1995, two countries, 
Albania and Bosnia, had rates below 10%. FYR Macedonia had 
reduced inflation to around 1 6%. Romania, Bulgaria and Yugoslavia 
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had inflation rates dropped at a slower pace ranging between 40% and 
70%. Inflation containment during this period was attributed to three 
main factors. Governments' commitment to deflationary monetary 
and fiscal policies, price stabilization through subsidies and effective 
support of national currencies. These policies were introduced after 
1992 in ail countries, except Yugoslavia, in collaboration with the 
IMF and the World Bank. Their successful implementation was a 
precondition for gaining access to foreign loan facilities and financial 
assistance for specific projects. It also carried the promise of Foreign 
direct investment. 

After 1995, inflation moved upward again in some countries, 
reaching in 1 997 a level of 33% in Albania, 1 55% in Romania and 
around 1, 1 00% in Bulgaria. The upward surge in Albania was caused 
mainly by the pyramid crisis while in the other two cases, it was 
brought about by acute f inancial crises related to the failure of the 
banking system in those countries. The concurrent turbulence in the 
international financial markets aggravated conditions even more. The 
inflation rate in Romania in 1998 started a downward trend. It was 
achieved through a high Înterest rate policy pursued by the central 
bank. This policy was not without ill effects. It affected negatively 
output, production costs and the competitiveness of Romanian 
exports. The inflation reduction objective, however, is gradually being 
reached. For the first time since 1990, inflation is expected to be 
below 20% at the end of 2002. Bulgaria posted an impressive 
deceleration of inflation from 1 ,082.6% in 1 997 to 22.2% in 1 998. 
This was accomplished by currency board policies, introduced in mid-
1997. Price stability, however, was achieved at the cost of serious 
suppression of aggregate demand, which affected particularly the 
production of indusuial goods. In Albania, exchange policies played a 
key role in the disinflation process. During the last two years, inflation 
rates in the above-mentioned three countries have been reduced to 
levels below 5% with further reductions expected in 2003. 
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Banking and Financial Reform 

A key indicator of successfol transition is the reform and 
development of a banking and financial sector appropriate to a market 
economy. This was truly the road less travelled in the region. The 
banking sector in the Balkan countries before 1989 was weak, 
undeveloped and undercapitalized in comparison to other sectors of 
the economy, which were inefficient, in general wasting resources and 
capital. All countries, except Yugoslavia, emerged from the 
Communist era with the legacy of a single-bank system which 
performed central bank fonctions and limited commercial 
transactions. A first step in banking reform was the creation of a two­
level banking system, separating commercial from central banking 
fonctions. Most countries introduced a legal and regulatory 
framework that followed BIS standards and procedures. 

Reform of the financial sector in its initial phase proceeded more in 
terms of quantity rather than qua!ity. The first priority was the 
creation of a two-tier system. The number of financial institutions 
quickly multiplied through the privatization of state banks. In some 
countries the sector was immediately opened up to foreign institutions 
as well. The nascent banking system was faced with what, at times, 
seemed to be insurmountable problems. First, financial institutions 
were reformed with insufficient regulation and unclear focus. 
Frequently, expansion was associated with improprieties, scandais and 
fraudulent schemes. Second, the dubious reputation and unreliability 
of the new financial institutions limited their ability to amact deposits 
and prevemed the growth of their loan portfolios. It was difficult, 
therefore, to develop extensive client networks. Third, state banks 
were compelled to carry a high number of none-performing loans, 
which had been accumulated by the government subsidisation 
programs to state run enterpnses. 

The initial phase of reform was marked by numerous bank failures, 
scandais and transactional irregularities, which questioned the very 
basis and viability of the emerging system. The emergence of tao 
many private banks compelled most countries to quickly engage in 
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bank consolidation, in resrrucruring of loan portfolios and in seeking 
sufficiem recapiralization in order ro meet minimum international 
standards. Afrer a few srormy years, ail countries took significanr steps 
ro once again reform the financial secror rhrough extensive 
privatisation and foreign ownership participation. Sorne counrries 
have gone further rhan others in modernizing rheir banking and 
financial systems, more ofren in concert with their corresponding 
transmon pace. 

Banking reform in Albania started at a slow pace. In the early 1990s, 
the country was characterized by very low financial inrermediarion, an 
inadequate legal framework for banking operations and an extensive 
money-laundering problem. The system allowed for the proliferarion 
of unsound speculator investmem schemes promising excessive 
rerurns on deposits. These invesrmem practices become very 
widespread between 1994-96 leading ro an acute crisis manifested 
itself at the end of this period. The shock waves caused by the collapse 
of the pyramid schemes in 1 997 led to a graduai and sysrematic 
resrructuring of the banking sector. Successive pieces of legislation 
inrroduced following the crisis strengthened the banking regulation 
and supervision frameworks significantly. Capital adequacy reached 
very high levels, 35% in 200 1 ,  compared to the required 12%. In a 
more recent measure, deposit insurance was introduced, guaranreeing 
deposirs of up ro US$ 5,000, which covers about 60% of all 
deposirors. In terms of structure and ownership, the Albanian banking 
system consists of 13  banks of which only one, the Saving Bank (SB) 
is emirely state owned. There are two banks in which the scare has a 
40% share, while the remaining ten are privately owned. This 
description, however, is misleading if one considers chat the SB, in 
200 1 ,  accoumed for 59% of the total banking assets, while its share of 
deposirs was 64%. Two recem artemprs ro privatize the SB, in 200 1 
and 2002, have failed. The Albanian governmem is determined to 
proceed wirh SB's privarization in an effort ro modernize the sector, 
increase financial inrermediarion and srimulate investment in the 
pnvate secror. 
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In Bulgaria, new legislation introduced in January 1991 ,  permitted 
the creation of new financial institutions with private domestic or 
foreign capital. Within two years after the liberalisation of the banking 
sector, 80 commercial banks were organised as self-managing joim­
stock companies. The activities and lending practices of these new 
banks quickly became idemified with serious irregularities and illicit 
financing. The lack of effective regulatory scrutiny allowed the 
problem to spread. During the same period, state-owned banks 
continued, under governmem pressure, to extend loan facilities to 
money-losing emerprises. It is estimated chat in 1 99 5 alone total losses 
amounted to 15% of the GDP By the end of chat year the system was 
insolvent. Many banks faced liquidity problems, temporarily 
alleviated through massive central bank refinancing. The consequem 
money creation affected the foreign exchange market, shook 
confidence in the national currency and led to devaluation from 10  
lev to 1 US$ in  December 1995, to 3200 lev to 1 US$ in  February 
1996. The annual inflation rate climbed to over 1000%. By January 
1997, one out of every four banks was in receivership. 

Following the advice of the IMF, the Bulgarian government 
introduced a currency board accompanied by a package of structural 
reforms. This package included strict control and financial supervision 
of money loosing state enterprises, the liberalization of trade and a 
more rigorous privatization policy. In July 1997, the board linked the 
lev to the Deutschmark, took measures to restrict government 
expenditures and the activities of the central bank, which was 
permitted to provide only three-month loans to commercial banks. 
The board was equally effective in containing inflation, which was 
reduced to 1 % monthly by the end of the year. The policy of the 
board, however, did not corne without cost. Bulgaria experienced a 
severe depression in aggregate demand, which manifested itself in 
GDP contraction. The GDP declined in 1 997 by 7.4%, only to 
reverse itself with a 4. 5% increase in 1 998 .  

After four years of systematic restructuring, the banking sector in 
Bulgaria is well regulated and supervised; moreover, the credibility of 
its institutions has been improved through a series of mergers and 
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consolidations. At present, 35 banks are operating in the country, 2 of 
which are publicly owned; the rest, private. Foreign investors control 
2 1  banks and some 76% of total banking assets. Overall, the banking 
sector is fairly liquid, quite profitable and adequately capitalized. 
Banking intermediation, however, remains low in comparison not 
only to Western European countries but also to the other central 
European transition countries. 

The banking sector reform in the FYROM was based on a policy of 
rehabilitation and privatization of existing entities. Banking 
institutions came under the supervision and guidance of the 
'Government Sanction Agency', which became responsible for 
clearing their balance sheets and securing adequate capitalization. At 
the same time, the national bank made a consistent effort to create a 
regulatory and supervisory framework for the establishment of a viable 
banking sector. Strict capitalization requirements were introduced, 
money laundering was checked and measures for expanding credit to 
small and medium enterprises were implemented. New legislation 
introduced in 2000 and 200 1 has created the legal framework for 
modernising and consolidating the banking sector along the lines of 
the European Union banking directives and international standards. 
At present, the banking system of the country consists of 2 1  
commercial banks and 1 7  'saving ho uses'. There is only one state­
owned bank. The sector is predominandy privately owned (84%), 
while the share of foreign ownership has increased to over 40%. 
Overall, the system is well regulated and supervised, while liquidity 
and capitalization conditions are adequate. Still, however, financial 
intermediation is low, and there are clear signs of high concentration 
with two banks controlling 50% of total banking assets. 

The banking sector in Yugoslavia had to wait umil 2001 for its own 
reform. Like all other sectors of the economy, it has suffered from the 
reluctance of the Milosevic regime in the 1 990s to proceed with 
privatization and restructuring. Banking institutions remained 
effectively under state control and operated under soft budget 
constraims, mostly supporting money-losing enterprises. With an 
artificially maintained fixed exchange rate and official reserves 
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estirnared ro be at very low levels, banking and financial conditions in 
Yugoslavia remained difficult until the democratic transformation in 
2000. 

The banking sector, which emerged from the Milosevic era, was 
deeply insolvent. In fact, it was also in the throes of a severe liquidiry 
crisis. The National Bank of Yugoslavia (NBY) , in collaboration with 
the World Bank and the IMF, embarked on an ambitious 
restrucruring policy in May 200 1 .  The proposed objective of this 
policy was ro complere by March 2003, all necessary liquidation 
procedures for insolvent institutions and privatize the remaining 
banks, most of which were severely undercapicalized. The 
implementation of this policy is still under way. Initially, all banking 
institutions were caregorized in three groups: healthy, solvenr but 
undercapitalized, and insolvenr. At presenr, 28 banks have been 
declared insolvent and have been closed, including four of the largest 
banks. The remaining 43 banks (including five foreign owned) have 
been declared as healthy. Sorne, however, are still facing serious 
capitalization problems. Concurrently, emphasis is placed on bank 
privatization, strengthening of banking supervision and enforcement 
of prudential rules and regulations. The intention of the NBY is ro 
increase the minimum capital requirement to US$ 10  million by 
2003, inrroduce new asset classification, improve interna! auditing, 
control and credit policies and establish International Accounting 
Standards (IAS). 

In Remania, the privatization and reform in the banking sector 
proceeded more slowly than in the rest of the region. For almost ren 
years ( 1 990- 1 999) after the transition starred, the level of 
intermediation was very low, the degree of concentration was very 
high (the largest four banks controlling more than 65% of total 
banking assets) and the problem of non-performing loans to stare 
banks remained oucstanding. Bold reform steps were taken after 1 999 
wirh the closure of a large state bank, Bancorex, the restructuring, 
recapitalization and evenrual privatization of the Bank Agricola and 
the clearance of a substanrial part of the non-performing loans. This 
year, the government is proceeding with the privatization of the largest 
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of the three remaining state banks, the Banca Commerciala Romana, 
which holds a 30% share of the total banking assets. At present, 
another thirty private banking institutions are in operation, of which 
twenty have a majority Foreign ownership. 

Banking supervision and the legal and regulatory framework have 
also been strengthened in recent years. At the beginning of 2002, new 
regulations were governing the operations of saving cooperatives and 
the administration of the secondary rreasury bills and money markets. 
After a decade of delays the banking sector in Romania is quickly 
catching up with the progress made in the other Balkan countries. 

Public Finances 

One critical challenge which all transmon economies confronred 
was the establishment of adequate fiscal policies and institutions. The 
simple socialist tax model, based on easily collectible high tax 
revenues, was swept away and replaced by a more complex tax system 
with a wider tax base. This held true both for corporate and persona! 
tax policy. This change, however, necessitated the founding of new 
legal and administrative structures and needed rime to be 
implemented. Ir was also assumed that privatisation would create a 
key source of tax revenue because it would create private taxable assets. 
However, the way privatisation was implemented, mainly through the 
issuance of shares and vouchers, it failed to constitute such a tax base 
because the change in ownership proved to be rather formalistic. 
During the first phase of privatization, very few state-owned assets 
were sold for cash to the private sector. Tax revenue targets, therefore, 
were never met. This revenue shortfall was compounded further by 
the inability of public policy to shift away from a socialist habit 
identified with high levels of public spending relative to GDP. This 
socialist technique was used as a subsidy mechanism ro offset ailing 
and inefficient state enterprises, and, in the name of ideological 
imperatives, to support universal social policies, often of dubious 
quality, beyond the means of the real economy. In addition, three 
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other factors made state budgets inelastic. First, the new governments 
inherired an inflated and inefficient bureaucracy. Cutting the fat in 
the context of other radical structural changes would have led to even 
higher unemployment, th us aggravaring an already serious problem. Ir 
must be noted, however, rhat for most new administrations, the 
support and maintenance of the state bureaucracy helped to 
strengthen their sraying power and longeviry. Second, the srarecrafr 
associated with independence and the institutional transformation 
associated with the economic transition, imposed addirional fiscal 
demands. The establishment of new institutions and reorganisarion of 
old ones, as well as, the assumption, in some cases, of milirary and 
policing expenditures, absorbed a considerable part of state budgets. 
Third, countries like Yugoslavia, Croatia and Bosnia were burdened 
wirh the addirional cost of milirary conflicr and the inherent damages. 

Albaniàs public finances mirror the volariliry and insrabiliry of irs 
transition experience. Ir is estimated that in 1 99 1  government 
expenditure equaled 60% of GDP and the deficit stood at 30% of 
GDP The fiscal situation was becter controlled after 1 992. Price 
contrais were maintained for transportation and utilities services, 
while the government and the rrade unions agreed ro index-linked 
salary increases. This reduced government expenditures quite 
significandy. At the same rime, the privatization of land and dwellings 
provided the initial base for persona! and property tax collection. The 
graduai improvement in Albania's fiscal position came to an abrupt 
end with the outbreak of the pyramid crisis. The collapse affected at 
least 75% of the population, which lost some 95% of its investment. 
The fallout from this collapse was widespread. Damage alone inflicted 
from civic unrest, looting and ravaging amounted to about US$ 1 
billion. Fiscal deficits for the next rhree years increased to over 10% of 
GDP 

The pyramid crisis, in many respects, was a cathartic experience. 
After the crisis, the government implemented a restructuring program 
in close accordance wirh the IMF. The foundarion was rhus laid for a 
more viable and efficient fiscal control and management system. The 
expenditure needs of the Albanian government srill exceed its revenues 
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but since 2000, fiscal deficits have been declining, expected to be 
8.6% this year and 7.6% of GDP in 2003. 

Romania's public finances have been characterized by chronic 
tension with the IMF. The large trade and current account deficits of 
the early period forced Romanian governments to comply, very 
reluctantly, with IMF conditions. ln November 199 1 ,  the government 
announced a strict fiscal policy and introduced internai convertibility 
of the leu, a necessary measure enabling companies to have access to 
foreign currency. This policy was abandoned in May 1 992, which 
provoked the suspension of IMF assistance. However, later that same 
year, IMF conditions were once again met and measures were 
implemented to promote macroeconomic stability, restructure 
financial institutions and eliminate subsidies. The lack of real 
commitment by the government to advance such measures within a 
specific time period increased friction wirh IMF, which once again 
suspended its stand-by agreement with Romania in early 1 996. 

By late 1 996, however, the Romanian government was once again in 
consultation with the IMF. This time it was pursuing a disciplined 
fiscal course. lts policies included the elimination of soft credits by the 
central bank to agriculture and industry, lifting of price controls, 
liberalization of the foreign exchange market and removal of trade 
controls. Again in 1 997 and 1 998 the protracted tension between 
Romania and the IMF manifested itself, this rime over the manner in 
which privatization was proceeding, the delays in shutting clown 
money-losing businesses and the unacceptably generous lay-off 
agreements negotiated between the government and the unions. These 
government actions jeopardized the macroeconomic stabilisation 
program which the government had agreed to pursue; hence, the IMF 
suspended its assistance program. Over the past few years, the fiscal 
stance of Romania has improved as a result of a systematic 
government effort to proceed with reforms. Since 2000, the fiscal 
deficit has been contained to 3% of GDP annually - the best 
performance in ten years. 
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Bosnia's public finances are unlike those of any other country in the 
Balkans. According ro the Dayton and Paris Agreements, the 
governments of the two entities, the Muslim Croat federation and the 
Serb federation, have full control over fiscal matters within their 
respective territories. The central government is entirely dependent 
upon transfer payments from the two entities, with no direct revenue 
of its own. Only in 1998 was significant progress made in creating the 
conditions for the future fiscal sustainability of the central 
government. A new law on cusroms and tariffs which guarantees the 
central government a sceady Stream of revenue was introduced. 

For the period up to 1998, the international community covered 
Bosnia's budget deficit, which exceeded 30% of the country's GDP 
annually. After that year, the IMF made international financial 
assistance conditional upon budgetary restrictions. These restrictions 
were applied ro fiscal deficit policy in the public sector, as well as the 
ability to maintain monetary stability. The IMF specifically requested 
the implementation of a fixed exchanged race for the dinar (1  DM = 

1 OO BHD or dinar) and the creation of a currency board. The IMF 
also imposed limits on central bank credits to the commercial banking 
sectar and strongly recommended the prevention of any significant 
accumulation of new domestic arrears. Since then Bosnia has 
managed to maintain its monetary stability and improve its fiscal 
stance. Its fiscal deficits have been dramatically contained in recent 
years reaching 13% of GDP in 200 1 .  This year the deficit is expected 
to be below 5% of GDP - the lowest it has ever been. 

The FYROM has managed to maintain budgetary balance and price 
stability far better than most other transition Balkan economies. It has 
achieved this delicace state in adverse conditions. The FYROM 
emerged as one of the poorest new States in the region, heavily 
dependent upon foreign trade and its interaction with Serbia. In 
addition, it suffered indirectly the consequences of the UN embargo 
on Serbia and direcdy the Greek embargo direcced at the FYROM 
during the 1994-5 period. Despice this, the country mainrained its 
fiscal stance at a satisfactory level. The International Community has 
responded positively to FYROM's cautious fiscal and monetary policy. 
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Its membership in the IMF and the World Bank since 1 992, its co­
operation with the EBRD, and its inclusion in the EU's PHARE 
program have enabled former Macedonia to receive extensive financial 
assistance. lnitially, most of the fonds were channelled to 
infrastructure projects, and only in recent years has that assistance 
been provided for the development of economic activity within the 
private sector. These changes improved the country's fiscal position, 
which showed a surplus in 2000. The following year, however, the 
fiscal deficit returned rather large at 6% of the GDP. The deficit was 
caused by the protracted internai turmoil following the uprising of the 
Albanian minority. ln 2002, the fiscal deficit is expected to be 
approximately 3% of the country's GDP. 

The disintegration of the old Yugoslav federation through armed 
conflict led to a dramatic collapse of production, hyperinflation, high 
unemployment and large trade and current account deficits. 
Measuring these magnitudes with accuracy is a real problem, given the 
secrecy with which the Milosevic regime was treating its public 
finances and given the exclusion of the Federation from the IMF and 
the World Bank. The fiscal situation of Yugoslavia up to 2000 was a 
reflection of the broader economic picture of the country. The 
effective hait of privatization, the general drop in economic activity 
plus the absence of a credible and reliable taxation system must have 
minimized state revenue. The very same conditions had given rise to 
an underground economy, which has been estimated to account for 
50% of ail economic activity. The Kosovo conflict, in addition to the 
physical destruction of Yugoslavia's infrastructure, also caused further 
economic deterioration. The democratic transformation has reversed 
this trend. The fiscal deficit in 2001 was less than 2% of the GDP. In 
the current year, and as the restructuring effort is getting under way, 
the fiscal deficit is expected to increase, reaching 6% of GDP, which 
is considered moderate in light of the task ahead. 
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Trade and Current Account Conditions 

Most of the coumries under consideration have experienced trade 
and current account deficits throughout the transition period. The 
opening up of their markets afrer a long period of suppressed domestic 
demand gave a tremendous boost to the importation of foreign 
products of superior quality. The slow restructuring pace of domestic 
manufacturing units would not allow domestic production to respond 
to this sudden surge in demand, nor could the slowly changing 
production structure match the quality of imported products. Exports 
of manufacturing goods and agriculcural produce were further 
curtailed when price liberalization was introduced. The comparative 
advantage such commodities enjoyed mainly due to subsidized prices, 
disappeared, as was the case with the network exporting goods to the 
other former Eastern bloc countries. Experts of raw materials and 
intermediate goods conrinued as long as stock supply lasted. 
Replenishment could not keep up with demand, because of generally 
deteriorating labour conditions and the many forms of interruption 
caused by conflict, population transfers, lack of machinery repairs and 
lack of innovation. Countries like Albania, Yugoslavia, Bosnia and 
FYROM were particularly affected by these conditions. 

Albaniàs trade deficit between 1 989 and 1 992 increased by almost 
six rimes. From that point onward, fluctuations were much more 
moderate, in the range of 10% to 20% annually. There is one 
anomalous year, however, 1 997, when trade deficit increased by 
almost 60% from the previous year to reach the highest lever ever. It 
is interesting to note that in the same year output contracted by 8% 
due to the general economic crisis caused by the pyramid scheme 
collapse. Since 1 998 and up to the present, trade deficits amount to 
over 20% of GDP per year, a clear sign that in spi te of a relative fiscal 
and monetary stabiliry, the production capacity of the country has not 
been adequately revitalized. During the whole transition period, the 
current account deficits have been much smaller amounting to less 
chan 40 % of the rrade deficit of the corresponding year. The principal 
cause for this is the inflow of remittances from the large number of 
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Albanian workers who had immigrated after 1 992 mainly to 
neighbouring countries ltaly and Greece. Any improvement in 
Albania's trade and current account balances in the future will depend 
on development of its unexploited minerai resource sector. Albania is 
rich in chromate (with the world's fourth largest deposits) , copper, 
iron, nickel, bauxite and an array of other minerais. After the crisis of 
1 997, privatization reform and investment in the mining and 
quarrying sectors has started again. In recent years, Foreign investors 
have shown a keen interest for creating joint-ventures with state­
owned operators. 

Until 1989, trade in Bulgaria was monopolized by the state through 
a series of specialized foreign trade organisations. Compared to all 
other Eastern bloc countries, Bulgaria had the largest proportion of 
trade conducted with COMECON counrries and particularly with 
the Soviet Union. The collapse of this trading bloc affected Bulgaria 
more than any other country in the region. For this reason, the current 
account balances were very erratic, particularly until 1 993. After an 
adjustment period, Bulgaria's trade and current account deficits were 
dramatically reduced, recording small surpluses in 1 997 and 1998, 
despite the country's financial crisis during that same year. After 1998, 
trade interaction has increased steadily particularly between the 
Russian Federation, Germany, ltaly and Greece. Trade deficits during 
the last four years range between 9% and 1 2% of the GDP per year, 
while the current account deficit for each of the corresponding years 
is almost half that. 

Romania started its transition posting trade deficits between 1990 
and 1 993, exceeding 4% of the GDP per year. The current account 
deficit followed a very similar trend. This was an expected 
development given that a debt repayment policy had been put into 
place before the collapse of the Ceausescu régime, thus suppressing 
consumption, restricting imports and promoting experts of food and 
energy. The new, democratic government reversed this policy. It 
allowed for import increases to sacisfy urgent needs. In 1 994, both 
trade and current account deficits were reduced to very moderate 
levels reaching 2.5% and 1 .2% of the GDP respectively. The trend 
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changed again after 1995, when both deficits reached the levels of the 
earlier period and quickly moved higher. During the last four years, 
the trade deficit ranges between 5% and 7.5% of GDP while the 
current account deficit ranges between 3.8% and 5.7% of GDP per 
annum. 

Bosnia, due to special circumstances, has experienced very high 
trade and current account deficits. From 1 995 to 1 998 they, exceeded 
30% of GDP per year. Afrer 1 999, deficits have steadily decreased and 
dropped below 20% of the GDP in 200 1 .  These deficits have been 
financed mainly by Foreign aid and, to a lesser degree, by remittances. 

Despite the trade and current account deficits recorded by the 
Balkan transition economies since 1 989,  they are still considered low 
to moderately indebted countries. By 200 l ,  Romania, Albania and the 
FYROM had an external debt that was 40% of their respective GDP, 
which is low by international standards. Bulgaria and Yugoslavia 
(adjusted after the democratic transformation) , had an external debt 
under 70% of their respective GDP, which places them on the 
moderate scale of indebted nations. 

Conclusions 

The inirial phase of the transition project was characterised by price 
liberalisation and the introduction of privatization policies. It 
gradually gave way to stabilisation programs supported by the IMF 
and the World Bank. Fiscal and monetary stability concerns 
dominated the economic agenda of ail Balkan governments leading 
eventually to very positive results during the last few years, particularly 
after 1 998. Current account deficics on average are smaller than trade 
deficits. This trend is expected to continue, mainly because immigrant 
remittances are becoming very stable sources of foreign currency. 
Countries like Romania, Bulgaria and Yugoslavia are expecting to 
further increase their revenues from tourism and transportation 
payments. 
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The key focus of transition has now shifred to institution-building 
changes and the implementation of appropriate market practices in 
the name of efficiency, profit maximization and market 
rationalization. Efforts are also made for the enhancement of capital 
formation from domestic and foreign investors. At times, however, 
concern about the stabilization programs and commitment to fiscal or 
monerary discipline seem to hide another reality, which is more 
relevant to people's lives. The per capita income in the Balkan 
transition countries is less than 30% of the average per capita income 
in the European Union. An additional fact not to be overlooked is that 
in spi te of improvements in the fondamental economic indicators, the 
economies of these countries remain fragile. Not only are they 
susceptible to international monetary crises and vulnerable ro internai 
political instability but, in some cases, they are also still exposed to the 
dangers of ethnie conflict. 

Notwithstanding progress, in ail areas of economic activ1ty 
weaknesses exist and demand immediate attention. The financial 
system in all the countries mentioned remains underdeveloped in 
comparison to Western standards. This leads to very low financial 
intermediation and limited credit facilities. The investment climate 
remains poor and unable to attract much-needed foreign direct 
investment at the desired level. The Balkan economies have the lowest 
per capita foreign direct investment (FD I) in comparison to ail other 
transition econom1es. 

Public finances also remain in a precarious state. The tax base and 
tax collection mechanisms still require reform while the size and 
magnitude of the underground economy, which by definition escapes 
taxation, remains very large. A tax revenue policy that has been 
applied with considerable success is the introduction of a Value Added 
Tax (VAT) ranging from 8% to 1 8% in ail Balkan economies. 

The uneven but nevertheless large trade deficits of the Balkan 
economies reflecr their limited capacity to respond quickly enough to 
the needs of a market economy. Most of these economies are 
experiencing serious difficulries in creating new products at 

34 



Études helléniques I Hellenic Studies 

competitive prices and comparable quality. They also face similar 
problems in reorienting their exports to new markets which are much 
more demanding than those of former Eastern bloc countries, their 
previous traditional trade partners. Obviously, their econornies must 
becorne more productive and more cornpetitive as they move toward 
European integration. 

The transition process has also resulred in the severe dislocation of 
people. Incarne inequalities have widened more than in the EU 
countries and even in the transition countries of central Europe. Four 
main factors have contributed to this widening gap: 

• First, the large number of unemployed people without any social 
assistance; 

• Second, the increasing disparities in salary between the private and 
public sector; 

• Third, the size of pension incornes compared to the average 
income of labour market participants; 

• Fourth, disparities created by unequal access to new property­
generated incarne. 

While incorne inequality widens, the problern becomes more acute, 
because access to basic social goods is scarce and cosdy. Therefore, the 
transition process has created a pattern of social marginalization and 
conditions of sustainable, acute incarne inequality. These are issues 
which must be addressed effectively by ail Balkan governments. In 
other words, real conversion, in addition to nominal, should become 
a priority on the economic agenda. The growth rates recorded during 
the last few years, which are much higher than the EU average growth 
rates for the corresponding period, give us the best indicator that the 
Balkan transition project is moving forward, completing its 
restructuring agenda and creating viable conditions for sustainable 
growrh and development. 

The completion of the main transmon objectives and challenges 
that lie ahead still depend, to a great extent, on the state. The role of 

35 



Études helléniques / Hellenic Studies 

the state and that of governments, at this stage, need to be redefined. 
Not only the market has to be protected from excesses, abuses and 
improprieties, but also its corporate and individual participants. This 
protection can only be provided by the reinforcement of rules and 
regulations within an economic environment that fosters private 
initiative and serves the broader economic and social objectives of the 
nation. The viabiliry of the economic project will depend on 
governments' ability to develop a comprehensive, cost efficient, 
manageable social safety net. 

From now on, the ultimate measure of success for the transitionary 
Balkan economies will be their competitive participation in the 
international markets and their degree of integration with the 
European Union. Bulgaria and Remania are accession countries 
expected to join the EU in 2007. Ir is assumed that other Balkan 
countries will soon thereafter follow the same path. Of course this 
path presents new challenges and new opportunities, which all Balkan 
economies will be obliged to confront. Their experience during the 
last decade or so, gained while transforming their economies and 
societies, will be a very useful asset in facing these challenges 
successfully and hopefully seizing opportunities. 

APPENDIX 

BANK OF GREECE 
ECONOMIC RESEARCH OEPARTMENT 
Section of lntemational Economie Oevelopmenls 

BALKAN ECONOMIES: 

Current Account Balance (% of GOP) 

1990 1991 1992 1993 199< 1995 1996 1997 1998 1999 2000 2001· 

ALBANIA --30,t ·H,<4 •7,2 ·9,1 ·12,1 .... -7.2 .... -7,4 
SOSNIA & HERZEGOVINA -1"4,1 -10,3 -27.3 .:11,0 -1!,9 ·21,4 -20.9 -17,9 

BULGARlA ... 2 ·1,0 -4.2 -10.1 -0.3 -0.2 0,2 4.2 -0,5 -7,5 -7,4 -10,2 

FR YUGOSLAVIA -11,6 -7,7 ... 2 -7,5 -7.4 ·10,2 

FVR MACEOONIA -9.1 ·5,5 -0.8 0.6 ·5.3 -5.0 ... 5 -7,7 -10,1 -3,4 -3,1 -9,9 

ROMANI.A. -9,6 -3,5 -8,0 -4,5 -1,4 -5,0 -7,3 ... 1 -7,0 -3,7 ·3,7 ... 1 

• Oalil for 2001 arlt preliminary actuals. mostfy oft'\dal govemmenteitimates. Cala for 2002 are EBRD projedions. 
Sol.lrce: ËBRD, Transition Repolf Updato. May 2002. 
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BANK OF GREECE 
ECONOMIC RESEARCH OEPARTMENT 
SecbOn of fntemationaf Ec;ionomM:: Oewlopments 

BALKAN ECONOMIES: 

Real GDP growth 

1989 1990 1991 1992 1993 1994 1995 

ALBANIA 9,8 -10,0 -28,0 -7.2 ... . .. -D.9 

BOSNIA & HERZEGOVINA -23,2 ·12.1 ·30.0 -40.0 -40.0 32.'4 

BULGARIA 0.5 -9.1 -11,7 -7,3 -1,5 ·3,5 -1,l!I 
FR YUGOSLAVIA 1.2 -7,9 -11,5 ·27,9 -30,8 2.5 •.1 

FYR MACEOONIA 0,9 -9.9 ·7.0 .a.o -9,1 -t.a ·1,1 

ROMANIA -5.• -5.0 -12,9 ... 6 1,5 3,9 7,3 

· Data b 2001 are prelminaly aduafs, 1nd data lof 2002 r.present IMF pftljedions. 
SourcH: EBRD, Ttansltion Reporl Upd1te, May 2002 and IMF. World Economie OUllook • Sept. 2002. 

BANK OF GREECE 
ECONOMIC RESEARCH DEPARTMENT 
Section of lntemational Economie Developments 

BALKAN ECONOMIES: 

1996 

19,3 

85,6 

... o 
7.6 
1.2 

3,9 

Unemployment (% of qbor force) 

1800 1991 

ALBANIA ..• u 

80SNIA & HERZEGOVINA 

BULGARIA 1,7 11,1 

FR YUGOSLAvtA 21.0 

FYR MACEOONIA 18,S 19,2 

ROMANIA 3.0 

• Data for 2001 estinmlea and lof 2002 projec:tion5. 
Source: EBRO, TrMsition � Upd1t., May 2002. 

BANK OF GREECE 
ECONOMIC RESEARCH OEPARThtENT 
Section of lnlematiol\a.I Eoonomic Developments 

1992 1993 1994 1995 1998 

27,9 2•.• 18,1 13,9 9,3 

15,3 16,4 12,8 11,1 12,5 

24,6 24,0 23.1 2-4,9 2S,S 

27,8 28,3 31.4 37,7 31,9 

B.2 10,4 10.9 0,5 6.6 

BALKAN ECONOMIES: 

1997 

-7,0 

39,9 

-5.6 
10,1 

1.4 

-<!,1 

1997 

14,9 

37,0 

13,7 

25.• 
30,0 

8,9 

General Govemment Balanco (•/. of GDP) 

1090 1991 1992 1093 .... 1095 1998 1997 

ALBANIA .e.1 -20,7 ·23,1 -15,5 -12,8 -10,1 ·12,1 -12,6 

BOSNIA & HERZEGOVINA .0.3 ..... .0.5 

BULGARlA -6,1 ..... -2.9 -6,7 -3.9 -5.7 -10, .. -2,1 

FR YUGOSLAVIA -4,3 -3.• -7.6 

FYR MACEDONIA -4,5 -9,8 -13,4 ·2,7 ·1,0 .,, .. ... .. 

ROMANIA -4,8 ..... -2,2 -2.5 -3.9 -4,6 

• Data br 2001 .,. Pf8imlnliry adUals. mosUy olftdal penvnent es&natos. Data for 2002 are l!BRD pn>Jeçtions. 
Source. EBRO, TransiOon IQpotf Update. May 2002. 
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1998 1999 2000 2001· 2002· 

•.o 7,3 7.8 5.5 6,0 

10,0 10,0 •.5 2,3 2.3 

4.0 2.3 M <.O 4.0 

1.9 -15,7 5,0 5,5 5,0 

3,• ... 4,5 -4,1 2,5 

-4,6 -1.2 1.a 5,3 •.3 

Hl98 1m 2000 1 f)CW 2002· 

t7.a 18,0 16.11 19,0 

36,0 40,0 40,1 

12,2 1S,O 17,9 17,'4 

25,1 28,5 27,3 

34,5 32.• 32.1 30,5 

10,3 11.a 10,5 8,6 

1998 1999 2000 2001· 2002· 

-10,'4 -11,4 -9,1 -9,2 ·U 
-19.3 -22.0 -20.• -12.6 -3.7 

o.• ·1,0 ·1,1 ..... --0,6 
·5,4 ..... -1.9 -5,8 
·1,7 0,0 2.5 .e.o -3.< 
-s.o ·3.5 -3,7 -3.5 -3.0 
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BANK OF GREECE 
ECONOMIC RESEARCH DEPARTMENT 
Scciion of lnlemational Economie Developmenl.S 

BALKAN ECONOMIES: 

Trade Balance ('� of GDP) 

1994 1995 1996 1997 1998 

ALBANIA -23.7 -19.3 -25.7 -22.7 -20.4 

BOSNIA & HERZEGOVINA -$4.0 --49.6 -56.4 -51.4 -'16.9 

BULGARIA ·02 0.9 2.• 3.7 -3.1 
FR YUGOSLAVIA -15.7 -12.4 -12.6 

FYR MACEOONlA -5.5 -5.0 -7.1 -10.3 -11.7 

ROMA NIA -1.3 ..... -7.0 ·5.7 �.3 

• Data l'or 2001 are pre�mlnary a.cillais, moslly otfdal govemmenl est#natea. Daia for 2002 are EBRO proJecUons. 
Source: Bank ofGreeca' s calculalions based on data from EBRO, Transit1an Report Update, May 2002. 

BANK OF GREECE 
ECONOMIC RESEARCH DEPARTMENT 
Section of lnlemational Economie Devclopments 

199' 

AL BANJA -480 

BOSNIA & HERZEGOVINA -803 

BUtGARIA -17 

FR YUGOStAVlA -413 

FYR MACEDONIA -186 

ROMANIA ... ,, 

BALKAN ECONOMIES: 

Trade Balance (in millions of US dollars) 

1995 Hl96 U l97 1998 

-475 �·2 -518 -621 

-930 -1 5-45 -1 758 -1959 
121 168 380 -3&1 

-1 135 -2 260 -2070 -1 736 

·221 -317 -366 ..... 
-1 577 -2-494 _, 980 -2625 

· Data for 2001 ar9 preliminal'f actuals, moslly official govemment estimates. Data for 2002 ara EBRD projections. 
Source: EBRO. Ttansition Report Update. May 2002. 

BANK OF GREECE 
ECONOMIC RESEAACH DEPARTMENT 
Section QI lnlen'18:ti0rli!I Economie Developmen1s 

BALKAN ECONOMIES: 
Inflation (annual % change of CPI} 

tff89 1090 15191 1992 1 .. 3 """ ... 5 ,. ... 

ALBAN!A o.o O.D 35,5 228,0 85,0 22.6 7.8 12,7 

BOSNIA & HERZEGOVINA D.2 -13,7 
BULGARIA •.. 26.3 333.5 82.0 73,0 96.0 62.1 123,0 

FR YUGOSLAVIA 593,0 121.0 9237.0 11,7xE+13 3.3 78,6 .... 3 

FYR MACEOONIA 1 2-46,0 608,-4 11-4,9 1 6&4.• 338,-4 126,<4 15.8 2.3 

ROMANIA 1.1 5.1 170,0 210.0 256.0 136,7 32.3 311,8 

• Data lof 2002 represent IMF projection$. 
Sourcn: E8RO, Transition Report Upd•I•, May 2002 and IMF. WMd Eccnomic OUtlooJf. , SepL 2002. 
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1999 2000 2001· 2002· 

-23.0 -21.6 -21.9 -22.4 
-40.6 -37.2 -31.3 -29.8 

-11.8 -12.4 -18.2 -23.2 

-15.9 -22.1 -23.9 -22.4 

-10.7 -15.5 -11.4 -11.1 

-3.1 ...... -7.7 -7.4 

1999 2000 2001· 2002· 

-8-46 .... -912 -1 008 

-1 852 -1616 -1 +42 -1 550 

-1 031 -1175 -1 566 -1 716 

- 1 6 1 9  -1788 -2517 -2:710 

-392 -556 -397 -418 

-1 09'2 -t 684 -2969 -3.063 
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