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1  Introduction
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2 Some implications of the euro for the outside world
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3 The impact of the third stage of EMU and the euro on CEE economies
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3.1  Impact on foreign trade flows
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3.3 The impact of the euro on foreign exchange regimes in CEE countries
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Statistical Appendix
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Country Exchange rate regime Features of the arrangement Peg against

Bosnia and Herzegovina Currency board EUR

Bulgaria Currency board EUR

Croatia Managed floating (EUR used
informally as reference
currency)

Cyprus Peg ±2.25% fluctuation band EUR

Czech Republic Managed floating (EUR used
informally as reference
currency)

Denmark Peg within co-operative
Arrangement

±2.25% fluctuation band EUR

Estonia Currency board EUR

Greece Peg within co-operative
Arrangement

±15% fluctuation band EUR

Hungary Crawling fluctuation band ±2.25% pre-announced
fluctuation band with a 0.5%
monthly depreciation rate

Basket:
EUR (70%)
USD (30%)

Iceland Peg ±6% fluctuation band Trade-weighted
currency basket
including EUR

Latvia Peg SDR

Macedonia De facto peg

Malta Peg ±0.25% fluctuation band Basket:
EUR (56.8%)
USD (21.6%)
GBP (21.6%)

Poland Crawling fluctuation band ±15% pre-announced
fluctuation band with a 0.5%
monthly depreciation rate

Basket:
EUR (55%)
USD (45%)

Slovakia Managed floating (EUR used
informally as reference
currency)

Slovenia Managed floating (EUR used
informally as reference
currency)

Turkey Managed floating with
a de facto crawling peg

Basket including
USD and EUR



 23 BOFIT Online 1/2000Bank of Finland  / Institute for Economies in Transition

Assessment of the euro’s implications for economic development in  the Central and Eastern EuropeIikka Korhonen - Mare Randveer

������� ������������� "��
�����#  ����
�����@�������
������

������� ��������
������������#  ����
�����

���� ���� ���� ����
��	
��
	�����
 Export 60.9 58.2 59.9 64.2

Import 61.1 62.4 61.7 63.3

�������� Export 37.4 41.3 45.0 55.8
Import 34.8 37.3 39.5 50.4

������� Export 62.7 62.7 71.2 73.0
Import 61.5 59.8 62.8 64.1

������ Export 70.0 66.2 64.0 68.3
Import 64.6 63.9 63.8 65.6

����	��� Export 67.0 64.6 63.6 65.5
Import 68.8 67.5 67.4 69.4

�� ��� Export 44.1 44.7 48.9 56.6
Import 49.8 49.3 53.2 55.3

�� ������ Export 36.4 32.9 32.5 38.0
Import 37.1 42.4 44.3 47.2

!" ���� Export 54.2 56.9 56.6 61.7
Import 66.0 72.6 75.3 75.6

Source: WIIW Handbook of Statistics: Countries in Transition 1999 and national authorities

Trade openness
(% of GDP)

Share of trade with
euro-11 (%)

Share of trade with
euro-11 (% of GDP)

���������	
��� 115.5 52.3 60


������ 154.4 44.2 68

�	����� 93.2 57.5 54

������ 106.2 29.7 32

����	���� 80.9 29.7 24

������ 54 55.8 30

����������	
��� 125 36.2 45

�������� 111.2 62.8 70

Source: IMF (1998)
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Export structure Import structure

1994 1998 (*) 1994 1998 (*)
���������	
��� Food, beverages and agricultural products 7 6 9 7

Raw materials except fuel 7 4 5 5
Fuel products 6 4 10 5
Chemical products and intermediates 40 26 30 27
Machinery and transport equipment 26 46 35 44
Other manufactured goods 14 15 12 12


	����� Food, beverages and agricultural products 19 11 7 5
Raw materials except fuel 5 2 4 3
Fuel products 4 2 12 7
Chemical products and intermediates 28 21 33 31
Machinery and transport equipment 26 51 34 45
Other manufactured goods 18 13 11 10

������ Food, beverages and agricultural products 12 11 10 8
Raw materials except fuel 5 3 5 4
Fuel products 9 6 10 7
Chemical products and intermediates 34 33 35 34
Machinery and transport equipment 20 26 29 38
Other manufactured goods 21 21 10 9

�������� Food, beverages and agricultural products 6 4 9 7
Raw materials except fuel 5 4 5 4
Fuel products 5 4 19 12
Chemical products and intermediates 52 42 30 30
Machinery and transport equipment 19 33 28 37
Other manufactured goods 13 13 9 10

�������� Food, beverages and agricultural products 5 4 9 7
Raw materials except fuel 2 2 6 5
Fuel products 1 1 7 6
Chemical products and intermediates 38 38 32 34
Machinery and transport equipment 30 35 32 36
Other manufactured goods 24 20 14 12

Source: Economic Survey of Europe 1998 No. 3. United Nations.

(*) January-June 1998
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Export structure Import structure

1994 1998 (*) 1994 1998(*)

Estonia Agriculture produce 10 8 6 8.7
Food, beverages and tobacco 12 9 10 10.4
Mineral products 8 5 14 6.4
Chemical or allied products 7 8 8 8.4
Wood and articles of wood 10 13 1 1.7
Textiles and textile articles 14 11 10 7.3
Base metals and articles thereof 8 7 6 8.6
Machinery and equipment 9 17 20 22.6
Vehicles, transport equipment 8 5 8 10.8
Total above 86 85 84 84.9
Total 100 100 100 100

Latvia Agriculture produce 4 4 6 7
Food, beverages and tobacco 9 9 5 8
Mineral products 2 2 29 10
Chemical or allied products 7 6 10 12
Wood and articles of wood 20 33 0 1
Textiles and textile articles 13 16 6 8
Base metals and articles thereof 10 9 5 8
Machinery and equipment 9 7 16 19
Vehicles, transport equipment 10 2 7 11
Total above 85 87 84 83
Total 100 100 100 100

Lithuania Agriculture produce 12 9 6 6
Food, beverages and tobacco 12 5 4 6
Mineral products 17 19 33 16
Chemical or allied products 11 9 9 10
Wood and articles of wood 4 5 1 1
Textiles and textile articles 12 17 7 9
Base metals and articles thereof 6 4 6 6
Machinery and equipment 12 12 16 17
Vehicles, transport equipment 4 9 6 13
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Countries Commodity groups Structure Avg. Annual
 Growth

RCA*

1993 1996 1993-1996 1997
Czech Republic Natural resource-intensive 28.1 21.4 12.5 0.61

Unskilled labour intensive 25.2 23.5 19.7 1.72
Technology intensive 18.9 24.5 34.2 0.73
Human capital-intensive 27.8 30.7 27.3 1.4

Slovakia Natural resource-intensive 26.7 20.4 25.1 0.57
Unskilled labour intensive 28.6 23.2 28.3 1.73
Technology intensive 16.2 20.6 50.1 0.65
Human capital-intensive 28.6 35.8 52.6 1.56

Hungary Natural resource-intensive 33.2 24.1 11.9 0.68
Unskilled labour intensive 27.5 20.6 12.9 1.31
Technology intensive 22.7 33 42 1.17
Human capital-intensive 16.7 22.3 37.4 0.94

Poland Natural resource-intensive 38 30.1 8.6 1.11
Unskilled labour intensive 30.2 30.4 16.8 2.22
Technology intensive 11.5 15 28.4 0.43
Human capital-intensive 20.2 24.5 25.7 1.04

Slovenia Natural resource-intensive 17 15.6 11.8 0.55
Unskilled labour intensive 33.1 28.3 8.3 2.26
Technology intensive 13.9 15.6 20.2 0.41
Human capital-intensive 36 40.6 19.2 1.64

Latvia Natural resource-intensive 85.2 81.2 24.7 3.03
Unskilled labour intensive 7.6 11.8 49.8 0.99
Technology intensive 5.3 5.2 35.9 0.12
Human capital-intensive 1.9 1.8 28.2 0.07

Lithuania Natural resource-intensive 74.7 44.5 1.6 1.54
Unskilled labour intensive 11.5 29.1 66.6 2.63
Technology intensive 10.6 20.8 55.5 0.53
Human capital-intensive 3.2 5.6 70.9 0.22

Estonia Natural resource-intensive 52.1 53.8 51.9 2.11
Unskilled labour intensive 29.9 24.8 39.8 1.71
Technology intensive 13.1 14.9 61.2 0.44
Human capital-intensive 5 6.5 72.7 0.23

Source: Economic Survey of Europe 1998 No. 3. United Nations.

Under the Krause classification, the “Natural resource-intensive” group consists of food, beverages, raw materi-
als, mineral fuels, animal and vegetable oils, leather, plywood, mineral manufactures, diamonds and non-ferrous
metals. “Unskilled labour-intensive” represents commodities with the lowest value added per employee and
includes textiles, garments, furniture, glass, etc. Technology intensive group represents goods with the highest
ratios of R&D expenditure to value added and includes chemicals, some capital equipment, telecommunications
equipment, medical scientific and measuring equipment and photographic supplies. “Human capital-intensive”
contains goods with the lowest rations of R&D expenditure to value added and includes paints, rubber, paper,
TV and radio sets, etc.

(*) Here a country’s “revealed” comparative advantage (RCA) in a product j is defined as a ratio of the share of j
in the country’s exports to the share of the product j in Western Europe’s imports. If a value for this index is
above unity, the country is considered to have an RCA in the product. An index value below unity indicates a
comparative disadvantage.
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Countries Commodity groups Structure Avg. Annual
growth

RCA*

1993 1996 1993-1996 1997
Czech Republic Physical capital-intensive 39.5 37.6 24.5 0.84

Skilled labour intensive 13.7 20.3 44.3 0.97
Unskilled labour intensive 40.1 37.1 23.1 1.24
Physical and human capital-intensive 6.8 5 15.1 1.39

Slovakia Physical capital-intensive 42.4 46.9 50.6 1.01
Skilled labour intensive 10.9 11.4 44.4 0.6
Unskilled labour intensive 39.4 36.8 38.3 1.26
Physical and human capital-intensive 7.3 4.9 24.8 1.12

Hungary Physical capital-intensive 27 37.3 46.9 0.96
Skilled labour intensive 14.9 16.7 35.5 0.78
Unskilled labour intensive 53.7 42.8 20.3 1.24
Physical and human capital-intensive 4.4 3.1 16.6 0.8

Poland Physical capital-intensive 30.3 31.1 24.9 0.68
Skilled labour intensive 11.6 12.3 25.2 0.66
Unskilled labour intensive 53.8 51.8 20.9 1.74
Physical and human capital-intensive 4.3 4.7 26.7 1.43

Slovenia Physical capital-intensive 27.8 34 23.8 0.72
Skilled labour intensive 20.3 22.6 19.3 1.04
Unskilled labour intensive 48 40.2 8.3 1.44
Physical and human capital-intensive 3.8 3.1 7.9 0.92

Latvia Physical capital-intensive 37.6 27.6 45.4 0.53
Skilled labour intensive 3.5 5.4 65.3 0.29
Unskilled labour intensive 54.4 64.5 51.7 2.35
Physical and human capital-intensive 4.5 2.5 38.1 0.48

Lithuania Physical capital-intensive 24.9 14.6 45.9 0.22
Skilled labour intensive 2.7 4.5 85.8 0.2
Unskilled labour intensive 50.8 63.8 69.5 2.45
Physical and human capital-intensive 21.6 17.1 45 4.76

Estonia Physical capital-intensive 18.7 23.7 80.9 0.42
Skilled labour intensive 5.1 12.9 110.8 0.83
Unskilled labour intensive 67.8 59.4 44.5 2.07
Physical and human capital-intensive 8.4 4 23.3 1.17

Source: Economic Survey of Europe 1998 No. 3. United Nations.

Under the Lary classification, the “Physical capital-intensive” group includes chemical products, rubber manu-
factures, paper, paperboard, fabricated building materials, glass, iron and steel, manufactures of metal, machinery
non-electric, transport equipment, photographic and cinematographic supplies and developed cinematographic
film. The “Skilled labour-intensive” group contains explosives and pyrotechnic products, fur skins, some manu-
factures of metal, some machinery (telecommunications, domestic electrical equipment, etc.), aircraft, ships and
boats, scientific medical, optical, measuring instruments and apparatus, and printed material. “Unskilled-labour
intensive” includes textiles, leather and wood manufactures, textiles and leather machinery, equipment for distri-
buting electricity, bicycles and other non-motorized, furniture, clothing, footwear, watches and clocks. “Physical
and human capital-intensive” contains perfumery, cosmetics, dentifrices, fertilisers, floor coverings, tapestries,
mineral manufactures, glassware, wire products, cutlery, household equipment of base metals, and sanitary, plum-
bing, heating and lightning fixtures and fittings.

(*) Here a country’s “revealed” comparative advantage (RCA) in a product j is defined as a ratio of the share of j
in the country’s exports to the share of the product j in Western Europe’s imports. If a value for this index is above
unity, the country is considered to have an RCA in the product. An index value below unity indicates a comparati-
ve disadvantage.
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USD million FDI/GDP

1992 1993 1994 1995 1996 1997 1998 1995 1996 1997 1998
Czech Republic 1004 654 869 2562 1428 1300 2540 4.9 2.5 2.6 4.5

Slovakia 100 134 170 157 206 161 508 0.9 1.1 0.8 3.4

Hungary 1471 2339 1146 4453 1983 2085 1935 9.9 5.0 4.7 4.1

Poland 284 580 542 1134 2768 3077 5129 0.9 1.9 2.1 3.2

Slovenia 111 113 128 176 186 321 165 0.9 1.1 1.7 1.1

Latvia 43 45 214 180 382 521 274 6.9 9.6 4.7

Lithuania 10 30 31 73 152 355 926 1.2 2.0 3.8 8.7

Estonia 58 160 225 205 150 267 571 4.7 3.60 5.4 10.7

Total 3081 4055 3325 8940 7255 8087 12048

Source: Economic Survey of Europe 1999 No.2. European Commission, author’s calculations

USD billion Capital flows/GDP
1995 1996 1997 1998 (*) 1999 (**) 1995 1996 1997 1998 (*)

Czech Republic 8.8 3.5 1.4 2.7 0.4 16.9 6.1 2.8 4.8

Slovakia 0.9 2.3 1.4 1.2 - 5.2 12.4 7.2 8.1
Hungary 7.0 0.2 0.8 1.6 2.1 15.7 0.5 1.8 3.4

Poland 2.7 5.3 8.1 10.8 2.1 2.1 3.7 5.6 6.8

Slovenia 0.3 0.5 1.3 0.3 - 1.6 2.9 6.9 1.9

Latvia - 0.5 0.4 0.5 0.1 - 9.1 7.4 8.6

Lithuania 0.8 0.7 1.2 1 0.6 13.3 9.3 12.7 9.4

Estonia 0.3 0.5 0.8 0.5 0.2 6.9 12 16.2 9.4

Source: Economic Survey of Europe 1998 No. 3. European Commission, OECD (1999),
BIS (1999), author’s own calculations.

(*) Jan.-Sept. 1998 for Slovakia and Slovenia
(**) First quarter for Latvia and Czech Republic, January-May for Poland, First half for Estonia, Lithuania and
first 7 months for Hungary.
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1995 1996 1997 Jan-Oct 1998 Medium- and long-term
debt/GDP

Total Bonds Loans Total Bonds Loans 1995 1996 1997 1998
Czech Republic 1000 2191 3982 586 3396 1579 509 1070 1.9 3.8 8.0 3.4

Slovakia 427 1130 1302 0 1302 1549 967 582 2.5 6.1 6.7 12.5

Hungary 4178 2108 1756 541 1215 2464 1359 1105 9.4 5.3 4.0 6.3

Poland 324 526 4479 1566 2913 1602 100 1502 0.3 0.4 3.1 1.2

Slovenia 226 594 435 234 200 735 556 179 1.2 3.4 2.3 5.6

Latvia 41 0 60 0 60 110 0 110 0.0 1.1 2.3

Lithuania 60 125 435 275 160 50 0 50 1.0 1.7 4.6 0.6

Estonia 0 64 252 82 169 234 106 128 0.0 1.5 5.1 5.3

Total 6256 6738 12701 3284 9415 8323 3597 4726

Source: Economic Survey of Europe 1998 No.3. European Commission, author’s calculations

GDP growth Inflation Broad money/GDP General government
balance/GDP

1998 1999 1998 1999 1997 1998 1998 1999

Czech Republic -2.3 0.0 10.7 2.5 72.5 70.3 -2.6 -5.0

Estonia 4.0 0.0 8.2 3.3 40.4 35.5 -0.3 -3.0

Hungary 5.1 3.0 14.3 9.0 46.8 45.1 -4.6 -4.5

Latvia 3.6 1.5 4.7 2.2 25.6 24.5 -0.8 -3.8

Lithuania 5.2 0.0 5.1 1.6 19.0 19.5 -5.8 -7.0

Poland 4.8 3.5 11.8 7.0 39.6 42.0 -3.0 -3.0

Slovakia 4.4 1.8 6.7 10.6 69.4 64.9 -5.8 -3.2

Slovenia 3.9 3.5 8.0 7.5 47.7 51.6 -1.4 -1.0
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