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Outlines

= Main economic indicators:
o real rate of GDP growth
o GDP
o CPlinflation
o government balance
o current account balance
o FDI
o unemployment, employment
= Strategic goals and major reforms

= EU accession and its economic implications
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Main economic indicators (1)

Figure 1 Real GDP growth rates in Croatia
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Main economic indicators (ll)
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Figure 2 GDP at PPS in 2005, EU-25=100
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Main economic indicators (lll)

Figure 3 CPI inflation (1996-1998 RPI inflation) and core inflation,
end of period, year-on-year rate of change
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Main economic indicators (1V)

Figure 4 Consolidated general government balance
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Since 2002 the Government
was committed to rather
strong fiscal consolidation.
However, the fiscal
consolidation was successful
mainly thanks to the high
collection of government
revenues and not thanks to
the cut in government
expenditures.

The Government
expenditures still reach some
45 percent of the GDP.



Main economic indicators (V)

Figure 5 Current account balance Figure 6 External debt by debtors
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Main economic indicators (V1)

Figure 7 FDI inflows to Croatia
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The FDI inflows increased
sharply after the official
beginning of the accession
negotiation in 2005.

In general, the FDI were
mainly concentrated to the

service sector (trade,
telecommunications and
financial services).

There were not many

greenfield investments.



Main economic indicators (VII)

Figure 8 FDI per capita in selected transition economies,

1993-2006
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Main economic indicators (VIlI)

Figure 9 Rate of unemployment
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The rate of
unemployment is among
the highest in transition
countries.
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low — around 55 percent.
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Strategic goals and major reforms

= Strategic goals (as defined in the Strategic Framework for Growth)
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completion of the transition process
strengthening of the infrastructure necessary for the development

building stable macroeconomic framework, taking care about natural
resources and the environment

= Major reforms underway (as defined in the Pre-accession economic
program)
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privatization of state owned companies

elimination of the administrative obstacles to business development
building an efficient and fiscally sustainable public administration
labor market reform

reform of the educational system

reform of the judiciary
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EU accession and its economic implications

= The process of the EU accession of Croatia itself has visible economic
consequences
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rise in price level
rise in demand for housing coupled with increase in prices of housing
increased FDI inflow etc.

= According to the assessment of the Institute of Economics, Zagreb, the
EU entrance will have further implications on the economy
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some additional rise in price level is expected
prices of housing will continue to rise
tourism demand is going to increase

transfers from the EU budget will slightly outweigh the financial outflows into
the EU budget

the EU accession will speed up many necessary reforms

overall macroeconomic implication of the accession will be positive — the rate
of real GDP growth could go up by 0.6 percentage points annually
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