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Economic Growth — Past and Present

-/ Most of these countries have enjoyed high and

sustained economic growth starting in the 2000s.

They/felt the economic downturn in 2009, and since
followed the general trends on global and

uropean scale.

ussia & Ukraine as special cases. ..... —




GDP growth (annual %)
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OVERVIEVVY 2014-2015 AND OUTLOOK 2016-2018
' GDP

real change in % against prev. year

1l

2014 2015 2016 2017 2018
EU-CEE , , _ ‘
Bulgaria 1.5] 3.0 2.5 2.5 2.7
Croatia -0.4 1.5 1.4 1.8 2.0
Czech Republic 2.0 4.3 2.4 P> 2.4
Estonia 2.9 1.2 2.2 2.4 2.6
Hungary 3.71 2.9 2.2 2.3 29
Latvia 2.4 2.7 3.0 3.2 3.5
Lithuania 3.0 1.6 3.0 3.4 3.5
Poland 3.3 3.6 3.4 3.2 3.4
Romania 3.0 3T 4.0 3.0 3.5
Slovakia 2.5 3.6 3.0 3.2 3.3
Slovenia 3.0 2.9 2.0 2 2.8
EU-CEE 72 2.8 3,4 3,0 2,9 3, 1|
EA-19 0,9 7,6 7, 7] 7,9
EU-28 1,4 7,9 7,9 2,0
Western Balkans | , | |
Albania 2.0 2.6 3.2 S5 3.6
Bosnia and Herzegovina 1.1| 2.3 29 29 3.1|
Kosovo 12 3.7 3.9 4.3 4.0
Macedonia 3.5 3.5 3.4 3.1 3.1|
Montenegro 1.8 3.4 2.8 2.8 3.1
Serbia -1.8 O.7 1.6 1.7 2.0
= 0.3 2,0 2.5 2.6 2.8
Turkey 2.9 33 3.2 =>.1 3.0
Belarus ¥ £ -3.9 2.6 0.5 15
Kazakhsian 4.1 1.2 1.0 2.5 3.5
Russia ¥ 0.8 3.7 -0.8 0.8 1.8
Ukraine 5.6 -10.5 0.0 1.9 2.5

Source: wiiw (data until 2015 as of February 2016), Eurostat.
Forecasts by wiiw (Feb 2016) and European Commission for

EU and euro area (European Economic Forecast, Winter 2016).
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For spurring growth ..........mainstream economics

se of Doing Business and Competitiveness

Ease of Doing Business (Note: Starting a Business; Dealing
with Construction Permits; Getting Electricity; Registering
roperty; Getting Credit; Protecting Minority Investors;

aying Taxes; Trading Across Borders; Enforcing Contracts;
Resolving Insolvency)



Ranking on the Ease of Doing Business

try

Ease of Doing Business Rank-2016

Ease of Doing Business Rank-2015

/ Macedonia, FYR

12 14

/ Montenegro 46 47

Bulgaria 38 36

Croatia 40 39

Albania 97 62

Kosovo 66 64

Bosnia and Herzélina 79 82
/

Gq/nany 15 15

Greece 60 58

\\ / Poland 25 28

to new information.

usiness 2015 rankings have been recalculated to reflect changes to the methodology and




ut the Characters of Competitiveness

“The level of productivity, in turn, sets the level
of prosperity that can be reached by an economy.
The productivity level also determines the rates
of return obtained by investments in an economy,
Ich In turn are the fundamental drivers of Its
growth rates. In other words, a more competitive
economy Is one that is likely to grow faster over

b




The Global Competitiveness Report

The Global Competitiveness Report 201 5-
2016 assesses the competitiveness landscape
of 140 economies, providing insight into the
drivers of their productivity and prosperity.
Report series remains the most
prehensive assessment of national
mpetitiveness worldwide




gure 1: The Global Competitiveness Index framework

GLOBAL COMPETITIVENESS INDEX

Innovation and sophistication
factors subindex

Basic requirements Hficiency enhancers
subindex subindex
Rllar 1. Institutions Rllar 5. Hgher education and Allar 11. Business sophistication
training . :
Allar 2. Infrastructure Allar 12. Innovation
Allar 6. Goods market efficiency

Rllar 3. Macroeconomic

environment Rllar 7. Labor market efficiency
Rllar 4. Health and primary Rllar 8. HAnancial market
education development

Allar 9. Technological readiness

Rllar 10. Market size

g ~—y— . _

Key for Key for Key for
factor-driven efficiency-driven Innovation-driven
economies economies economies
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Top@VorldB3

10 Switzerland[ 5.80
20 Singaporel 5.70
3 United Btatesl 5.60
Competitiveness@ankings{interest@rea)
400 Azerbaijanl 4.50
420 Kazakhstan[@ 4.50
450 Russian@ederationl 4.40
600 MacedoniaYRMA 4.30
660 Georgiall 4.20]
700 Montenegrol 4.20]
790 / Ukrainel 4.00
gom  / Tajikistan[ 4,00
828/ Armeniall 4.00
g4m / MoldovaPl 4.00
Albanial 3.90
Serbial? 3.9
Kyrgyz@Republicll 3.80
Bosnia@ndMerzegovinall 3.70
orst@n-competitivenessmationsf
Mauritaniall 3.00
Chadl 3.00
Guineal 2.8




Albania

Performance Overview

1st pillar:
Institutions
12th pillar:
Innovation 6
5
11th pillar: 3rd pillar:
Business Macroeconomic

sophistication environment

-1
—
A

Macedonia

Performance Overview

10th pillar: 4th pillar: Health
Market size and primary
education
Sth pillar: 5th pillar: Higher
Technological education and
readiness training
8th pillar: 6th pillar: Goods
Financial market market efficiency
development Tth pillar: Labor
market efficiency
Pertomancs Ovenvew Montenegro
1st pillar:
Institutions
12th pillar:
Innovation 6
5
11th pillar: 3rd pillar:
Business Macroeconomic
sophistication environment
10th pillar: 4th pillar: Health
Market size and primary
education
Sth pillar: 5th pillar: Higher
Technological education and
readiness training
Bth pillar: Gth pillar: Goods
Financial market market efficiency
development Tth pillar: Labor
market efficiency
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Business Macroeconomic
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Market size and primary
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Sth pillar: 5th pillar: Higher
Technological education and
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Bth pillar: 6th pillar: Goods
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Performance Overview S e rb | O
1st pillar:
Institutions
12th pillar:
Innovation 6
5
11th pillar: 4 3rd pillar:
Business Macroeconomic
sophistication envirenment
10th pillar: 3 4th pillar: Health
Market size and primary
education
Sth pillar: 5th pillar: Higher
Technological education and
readiness training
Bth pillar: 6th pillar: Goods
Financial market market efficiency
development Tth pillar: Labor

market efficiency



Russia

1st pillar:
Institutions
12th pillar:
Innovation 6
5

11th pillar: ard pillar:
Business Macroeconomic
sophistication environment

10th pillar:cf 4th pillar: Health
Market size and primary
education

ath pillar: 5th pillar: Higher
Technological education and
readiness training
Bth pillar: 6th pillar: Goods
Financial market market efficiency
development Tth pillar: Labor
market efficiency
Azerbaij
1st pillar:
Institutions
12th pillar:
Innovation 7
6
5
11th pillar: 3rd pillar:
Business ’ Macroeconomic
sophistication environment
10th pillar: 4th pillar: Health
Market size and primary
education
Gth piltar: Sth pillar: Higher
Technological education and
readiness training
Bth pillar: gith pillar: Goods
Financial market market efficiency

development Tth pillar: Labor
market efficiency
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1st pillar:
Institutions
12th pillar:
Innovation 6
5
11th pillar: 4 3rd pillar:
Business Macroeconomic
sophistication environment
10th pillar: 4th pillar: Health
Market size and primary
education
Sth pillar: 5th pillar: Higher
Technological education and
readiness training
Bth pillar: 6th pillar: Goods
Financial market market efficiency
development Tth pillar: Labor
market efficiency

Kyrgyz Republic

1st pillar:
Institutions
12th pillar:
Innovation 6
5
11th pillar: 4 ard pillar:
Business Macroeconomic
sophistication environment
10th pillar: 4th pillar: Health
Market size and primary
education
Sth pillar: 5th pillar: Higher
Technological education and
readiness training
Bth pillar: 6th pillar: Goods
Financial market market efficiency
development Tth pillar: Labor
market efficiency
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The 10 most competitive Emerging “%:0ic
& Developing European economies

THE WaRL

Country Global rank*
Poland 41
Turkey 51
Romania 53
Bulgaria 54
Macedonia, FYR 60
Hungary 63
Montenegro 70
Croatia 77
Albania 93
Serbia 94

Source: The Global Competitiveness Report 2015-2016
" Emerging & Developing European 2015- 2016 rank out of 140 economies

\\




WORLD

The most competitive Commonwealth ECF%@'C
of Independent States economies
Country Global rank™
Azerbaljan 40
Kazakhstan 42
Russian Federation 45
Georgia 66
Ukraine 79
Tajikistan 80
Armenia 82
Moldova 84
Kyrgyz Republic 102

Source: The Global Competitiveness Report 2015-2016
* Commonwealth of Independent States 2015- 2016 rank out of 140 economies

\\




Competitiveness profiles of four European groups
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The most problematic factors for doing
business in 2007 and 2015

ADVANCED ECONOMIES

2007 2015
Factor Score” Factor Score”
Government bureaucracy 13.6 Government bureaucracy 14.2
Restrictive labor regulations 13.6 Tax rates 13.1

ax rates 11.9 Restrictive labor regulations 12.8
Complexity of tax regulations 10.7 Access to finance 10.8
Inadequately educated 9.0 Complexity of tax regulations 8.8
workforce
EMERGING MARKET AND DEVELOPING ECONOMIES

2007 2015
Factor Score” Factor Score”
Government bureaucracy 12.3 Access to finance 11.7
Corruption 11.4 Corruption 11.4
Access to finance 9.8 Government bureaucracy 11.3
Inadequate supply of 8.9 Tax rates 8.1
infrastructure
Policy instability 8.1 Inadequate supply of 8.0

infrastructure

ources: World Economic Forum, Executive Opinion Survey, 2007 and 2015 editions.

~ See Note 2 of this box.




Russia as a Special Case

mbargo and Ol




Embargo

The changes in export of all agri-food products to Russia from main
Western partners (million Euros)

Country Aug13-Jull4 Aug14-Jull5 Changes, %

Netherlands 1433,9 896,8 -37

Germany 1409,4 1006,8 -29

Lithuania 1331,3 584 -56

Poland 1199,8 448,5 -63

Ttaly 710,8 453,7 -36

France 710,3 438,3 -38

Latvia 630,8 525,5 =il

Denmark 485 148 -69

Spain 484,7 263 -46

Finland 459,8 148,3 -68




The changes in export of fruits and vegetables to Russia
from main Western partners (million Euros)

Country Aug13-Juli4g Aug14-Jull5 Changes, %

Lithuania
Poland
Spain
Belgium
Netherlands
Greece

Italy

The changes in export of meat to Russia from main partners,
million Euros

Country Aug13-Juli4 Aug14-Jull5 Changes, %

Germany

Denmark

Poland

Netherlands

France




The changes in export of Dairy
Products to Russia from main
partners, million Euros

Country Aug 13-Jul 14 Aug 14-Jul 15
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Brent Futures Curve
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Welfare cuts

as announced a cut for 2016 of welfare, at least 10%. The
state budget would be balanced with a price per barrel to $50 and the
emlin has decided to reduce by 10%. Will not be affected military
ending and wages of civil servants, but the benefits in favor of the
por. This situation also affects the value of the ruble against the
pllar and the euro and reduces the purchasing power of Russians.

erbaijan: the export of hydrocarbons generates almost 70% of

P and 95% of the country’s export; the fall in o1l prices has thrown
a wrench in the local currency and caused inflation (7.6% 1n 2015).
This has led to unprecedented political protests in Baku. The IMF

ts Azerbaijan to grew roughly 2.5% this year, compared to 4%
15. The IMF should support the country with $3bn loan plus
rom the World Bank. Other financial reforms are expected,
privafivations, and banking mergers.



We Learn From East Asia Growth?

Since 1960 Asia, the largest and most

populous of the continents, has become
richer faster than any other region of the
. Countries: China, Hong Kong,
Indonesia, Japan, Korea, Malaysia, the
Philippines, Singapore, Taiwan Province of
hina, and Thailand) turned In a superior
erformance.

[, 1996. "Growth in East Asia What We Can and What We Cannot Infer”. International

r ichae
Fund.
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2011 prices, $°000
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Four Tigers

The Four Asian Tigers or Four Asian Dragons Is a term used in reference
to the highly free and developed economies of Hong Kong, Singapore,
South Korea, and Taiwan. These nations and areas were notable for
maintaining exceptionally high growth rates (in excess of 7% a year) and
rapid industrialization between the early 1960s (mid-1950s for Hong
Kong) ?{(1'9903. By the 21st century, all four had developed into

advancgd and high-income economies, specializing in areas of competitive
advanr{aqe.

or/example, Hong Kong and Singapore have become world-leading
ternational financial centers, whereas South Korea and Taiwan are world
ders in manufacturing information technology. Their economic success
staries have served as role models for many developing countries.




Asian Development Model

= Growth driven by trade and investment
® Governments intervention over industrial development.
® Encouraged export driven manufacturing.

» The profits generated by exports were re-invested in the
domestic economy. Collective growth, not isolated or

®» Staggered participation in regional production network

Region as an enabling environment for catching up (model
and pressure).



asic Roles of East Asian States

» Political stability and social infegration
(as preconditions for growth)
»Task 1: Create a competitive market

e;:?ﬁomy
» sk 2: Inifiate and manage global
i/z/’regroﬂon

ask 3: Cope with negative aspects of
growth (emerging income gaps,
ongestion, pollution, corruption, etc.)




FDI INFLOWS IN THE WESTERN BALKANS

Since 2000s, in the Western Balkans there have been both an
economic growth and a political stability that have contributed to

Increase the propensity to international investment.

ows have reflected the performance of the various peace
procgésses, the accession negotiations with the EU, and national

economic reforms.

owever, due to the global financial crisis and the Eurozone crisis,

here has been a collapse of FDI to the region.



The “EU" Experience in the Balkans

= In recent years, we have assisted to developments in the

“EU-path” of the Balkan countries.

s The recent Intensity of the political relations between the EU

e Balkan countries has also reflected the economic
relations; the EU is the first trading partner of the Balkan

countries.

he main trading partners of the region are the closest

untries, especially for geographical and historical reasons.



THE GEOSTRATEGIC SIGNIFICANCE OF
THE BALKANS

The Eurozone crisis has revealed the full extent of the region’s
dependency on the EU economy, but a number of links to the EU have
been lost, and are currently being replaced by new investors, such as

Chind and Russia.

Oxer the last decade there has been an increasing volume of foreign
rade between Russia and individual Western Balkan countries,

especially in oil and gas.

The energy sector can represent a link as well as a key-factor to imply its

greater political and economic presence in the Western Balkans.



15-2. Capital Inflows == Emerging Europe == Emerging Asia excluding China -
1o~ (Percentof GDP) - |atin America == China
- Saudi Arabia — Total
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ional Monetary Fund | October 2015



Web table f1.FDI inflows, by regionand economy, 1990-2014
(Millions of dollars)

Region/economy 2000 2005 2008 2009 2010 2011 2012 2013 2014
Developed economies i - 5654182 | 7877608 6523062 673199,0 8273507 6787299 6968535 4987617
Europe 7135383 454 4051 1 3343374 4370754 4048433 4896571 4007233 3255332 2387659
European Union 686 883,5 4499727 3077983 3912848 3586441 4448243 3647672 3330841 2575665
Transition economies 57725 | 318392 C 1162111 704887 750129 972630 851352 995896 481141
South-East Europe 3421 29230 80308 62699 46003 78903 35619 47398 46983
Albania 1443 2643 9743 9959 10507 8763 8554 12656 10935
Bosnia and Herzegovina 146,1 351,2 10016 2499 406,0 496,5 350,9 2835 564,0
Monteneqro - - 5006 - 9604 15273 7604 558,1 6198 4474 4970
Serbia 518 15770 . 39719 28961 16861 49323 12986 20525 19961

Serbia and Montenegro - - . - l I - 1
96,0 5858 2014 2125 4788 1429 3349 3480

The former Yugoslav Republic of Macedonia -

CIS 52991 284634 1066159 635600 695987 883244 806621 939008 421366
Armenia 1042 _ 2921 _ 9437 760,0 5293 5152 4888 3702 3828
Azerbaijan 1299 16799 141 4733 5630 14650 20046 26320 44304
Belarus 1188 306,6 21879 18765 13934 40024 14293 22296 17982
Kazakhstan 12825 | 19712 143218 132425 115507 139731 133370 102213 95620
Kyrayzstan -24 ‘ 426 3770 1894 4376 6935 2927 626,1 2105
Moldova, Republic of 1275 1907 7115 2083 2079 2882 1951 236,3 207 4
Russian Federation 27142 15508, 1 747829 365831 431678 550836 505876 692189 209577
Tajikistan 235 ‘ 545 _ 3758 15,8 - 147 70,1 2335 105,4 2627
Turkmenistan 1310 ‘ 4182 12770, 45530, 36323 33911 31296 30760 31635
Ukraine 5950 7808,0 109130 48160 64950 72070 84010 44990 410,0
Uzbekistan 747 191,6 7113 8420 16364 16351 563,0 686,0 7514

Georgia 1312 ‘ 4528 15643 6589 8138 104872 9113 9439 12791

ource: UNCTAD, FDITNC database (www.unctad.org/fdistatistics).




ASIAN DEVELOPMENT BANK

The top 10 voting weights in ADB are as follows
Japan 13%

USA 13%

China 5,5%

India 5,5%
Australia 5%
Canada 4,5%
Indonesia 4,5%
South Korea 4,5%
Germany 3,5%
Malaysia 2,5%




ASIAN DEVELOPMENT BANK

® |n practice the Bank was from the outset
dominated by its two leading shareholders, US and
Japan; and it was run on very much the same
prudential but arguably subtly ideological
principles as the World Bank;

® [t very evidently served the economic interests of
an and its large multinationals which at least up
t@ the 1990s were the predominant and most
owerful business organisations in the region and
ere associated with a wide array of projects that
he ADB financed.



AlIB foday

» |n terms of shareholdings and voting rights the top 10 states
are

» China 26%

» |ndia7,5%

» Russia 6%

» Germany 4%

w»/ South Korea 3,5%
Australia 3,5%

» France 3%

» |ndonesia 3%
» Brazil 3%
» UK 3%




rical genesis of AllB

® The historical genesis of the Asian
Infrastructure Investment Bank can be traced
back to the Asian Financial Crisis of 1997.

» After that crisis all of the countries of East and
Sonth-East Asia felt a profound
dysillusionment with the Washington

onsensus and with the modus operandi of the
estern-dominated world financial system.




Historical genesis of AllB

» Thoughts of developing self-defence mechanisms
against financial attack and of somehow developing
Asia’s own financial arrangements proof against
Western speculative excesses began to surface.

» The Asian Development Bank was not seen as an
appropriate vehicle for such developments because
dominated in ferms of decision-making by the USA
(and Japan) where American and Western
speculative capital flows had been a major cause of
the crisis.




rical genesis of AllB

» The formation of the AlIB is probably
along with the New Silk Road one of the
most significant expressions of this new
geopolitical assertiveness of China

» But as we have seen it has also been
facilitated by a set of demand and
supply side economic conditions
favourable to the formation of a new
development bank for Asia




Historical genesis of AllB

» Taken together these two points demonstrate how in
macroeconomic terms both demand and supply
conditions propitious to the setting up of a new
development bank in which China would play a key
role had been realised.

» These economic conditions when taken together with
China’s increasing quest for a more influential political
role in the region and the world through *soft power™
only strengthened these economically favourable
conditions for a Chinese-led development bank




Historical genesis of AllB

» On the supply side China had huge reserves of
loanable funds arising from that vast pool of savings to
put to productive use.

= Moreover given the pattern of economic
development spearheaded by massive infrastructural
investments that had occurred in China since 1990
Chinese companies had developed high expertise in
all manner of infrastructural projects and were by the
early 2000s looking for opportunities to use that
expertise abroad.




AlIB foday

® Since the Bank has just come into existence
it Is difficult to make any meaningful
assessment of its performance but with now
such a wide-ranging membership there is
no gdoubt that the AlIB is set to have a major
Impact in the world economy.

®» |{/is also clear that with such a large
hareholding ad voting rights China will play
a leading role in the AlIB and thereby on
the world economic and geopolitical stage
years fo come.



The economic success Is dependent on proper focus and
unlock new sources of long-term growth:

® To promote investments that are wise and successful in
generating self-sustaining growth.

® T0o sypport innovation, the environment and advance
technological upgrading.

0 support the growth of SMEs and foster new growth

ources.
Thank you for your attention!



