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Structural Reforms Boost Growth... But Which Ones Will
Deliver The Strongest Dividend In The Western Balkans?

6

1. Reform gaps in the WB
compared to NMS and
EU...

New Member
States

e
[

X

Q

-O .
T o 3%
34 Western o
2 GC) 45 Balkans ° " Rag
o9 o o Tivasl s 2. Growth regressions to
L2 BN e . ?"‘0‘ @
ik U AR rank reforms...
; qé.)-% .o‘ o.::.’. ® o . i

e . uropean
8 3 . , : Union 3. Large gaps + large

impact on growth = high
0 " - reform priority

log GDP per capita

Sources: World Economic Forum; IMF WEQO, and IMF staff calculations.

WWwWw.jvi.org nfunke®@jvi.org; mivanyna@jvi.org



Joint ienna Institute

Reform Gaps In Main Areas: Larger vis-a-vis Average

EU than NMS, Some Heterogeneity
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Gaps Combined With Growth Regressions: Most
Reforms High Priority, Some Areas More Important

. oge 1/2/
Top 5 Reform Priorities for Each of the WB States Larger gap + larger growth impact N higher

reform priority

rovaion nstiions « Compared to EU Average:
@? « Almost all reforms are high priority
@@@@5@ - Compared to NMS Average - most important areas
Toomorgienl 2 LSBT st and are.
‘229&\@@ """ -  Institutions (high in all countries)
m9® S ...% g  Infrastructure (high in all countries)
S . ® -<io - Fin. Markets Development
e - - Goods Markets Efficiency

- Labor Markets Efficiency

1/ These are assessed relative to the NMS in each of the 10 main pillars of the Global Competitiveness Index.
2/ Larger bubbles represent reform areas that receive a higher rank ordering.
Note: Analysis for Kosovo not included as the relevant data are not available.
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Top 10 Reform Priorities At a More Disaggregated Level:
Institutions Most Represented, Many Common Areas

Albania Croatia Bosnia and Herzegovina

Organized crime -8 Favoritism in gov't decisions - 9 Property Rights -7 Burden of Gov't Regulation - 8 Pay and productivity - 7 Property Rights - 9

Quality of Overall Infrastructure - 8 ‘.‘Dwersmn of Public Funds - 9 Public trust in politicians - 8 “"Transparency of Policymaking -9~ Quality of Air Transport Infrastructure - 8 ‘Protection of Minority Shareholders - 9

Prevalence of Trade Barriers - 8 Ethical Behavior of Firms - 9 Prevalence of Foreign Ownership - 3. ' Wastefulness of Gov't Spending -9~ Quality of Overall Infrastructure - 8 ' Ethical Behavior of Firms - 9
Agricultural Policy Cost - 9' "PUb“C trust in politicians - 9 Agricultural Policy Cost - EJ""Protection of Minority Shareholders - 9 Days to Start Business - 7' Intellectual Property Protection -
Prevalence of Foreign Ownership - 9 Property Rights - 9 Business Impact of Rules on FDI - 9 Diversion of Public Funds - 8 Prevalence of Trade Bariers - 8 Wastefulness of Govt Spending - 9
Montenegro Macedonia Serbia
Quality of Electric Supply -8 Pay and productivity - 6 Quality of Air Transport Infrastructure - 7 Reliance of Prof. Management - 7 Prevalence of Trade Barrlers 8 Quality of Air Transport Infrastructure - 8

Quality of Air Transport Infrastructure - 7

‘Ethica| Behavior of Firms - 6 Quality of Overall Infrastructure - 8 Pay and productivity - 6 Intensity of Local Competition - E‘ ‘Burden of Gov't Regulation - 8

Quality of Overal Infrastructure - 7 Organlzed Crime - 7 Quality of Roads - 8 Publlctrust in polticians - 7 Prevalence of Foreign Ownership - 9 Protection of Minority Shareholders - ¢
Intensiy of Local Competiion - 8' 'Transparency of Polioymaking - 7 Prevalence of Trade Barriers - 7' 'Etmcal Behavior of Firms - 8 Agricuttural Policy Cost - 9' 'Transparencyof Policymaking - 9,
Prevalence of Trade Barriers - 7 Strength of Reporting Standards - 8 Prevalence of Foreign Ownersh|p8 Orgamzed Crime - 8 Business Impact of Rules on FDI - 9 Waste Uness of Gov't Spending - 9

M Institutions Goods market efficiency Infrastructure Labor market efficiency
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