
IMPACT OF INITIAL CONDITIONS ON TRANSITION
PROGRESS: THE CASE OF MONTENEGRO

Abstract

Shortly after the transition started an important debate was initiated over the 
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accessible level regarding initial and inherited conditions in Montenegro.
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Graph 1. 
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Initial conditions and the speed of reforms

Graph 3. 
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Table 1. 

TPROG 1998

Variable Equation 1 Equation 2 Equation 3

Constant 19.9226 34.1089 24.0105

[2.4328]*** [3.6194]** [2.1667]***

GDP1989 0.0008 0.0007 0.0009

[0.0004]*** [0.0003]** [0.0003]***

MREF 4.1680

[1.9889]***

INST1 –0.2232

[0.0501]***

INST5 –0.0287

[0.0094]***

R2 (%) 32.7 58.8 43.8

Adj. R2 (%) 25.9 54.7 38.1

DW statistics 1.79 2.24 1.62

N 23 23 23
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Table 2. 

INPROG 1998

Variable Equation 1 Equation 2 Equation 3

Constant 5.6701 12.2418 7.4526

[1.0496]*** [1.6209]*** [1.1797]***

GDP1989 0.0005 0.0004 0.0005

[0.0002]*** [0.0001]*** [0.0002]***

MREF 2.2766

[0.8581]**

INST1 –0.1028

[0.022]***

INST5 –0.0121

[0.0044]***

R2 (%) 46.8 64.9 47.7

Adj. R2 (%) 41.4 61.4 42.4

DW statistics 2.02 1.56 1.66

N 23 23 23
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Table 3. 

CPI 1999

Variable Equation 1 Equation 2 Equation 3

Constant 0.9889 4.0833 1.9626

[0.4960]** [0.6286]*** [0.5237]***

GDP1989 0.00035 0.00033 0.00036

[0.0001]*** [0.0001]*** [0.0001]***

MREF 1.1133

[0.4055]**
INST1 –0.0480

[0.0085]***

INST5 –0.0067

[0.0020]***
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R2 (%) 59.4 71.9 64.8

Adj. R2 (%) 55.3 69.1 61.2

DW statistics 2.64 2.37 2.38

N 23 23 23

Initial conditions and transition in Montenegro
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