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Abstract 

The countries of Central and Eastern European (CEECs)1 have become members of the European 
Union after a difficult process of post-socialist transformation. It is still debated if this transformation 
has been completed. The success of this unprecedented political, social, institutional and economic 
transformation and ǊŜǎǘǊǳŎǘǳǊƛƴƎ Ƙŀǎ ŀƭƭƻǿŜŘ ǘƘŜƳ ǘƻ ōŜŎƻƳŜ ǇŀǊǘ ƻŦ ǘƘŜ ǿƻǊƭŘΩǎ ƭŀǊƎŜǎǘ ŎƻƳƳƻƴ 
ƳŀǊƪŜǘ ŀƴŘ ǘƻ ōŜŎƻƳŜ ŀŎǘƻǊǎ ƛƴ ǘƘŜ ŘŜǾŜƭƻǇƳŜƴǘ ƻŦ ǘƘŜ 9ǳǊƻǇŜŀƴ ¦ƴƛƻƴΩǎ ƳŀƴƛŦƻƭŘ ǇƻƭƛŎƛŜǎΣ ǘƻ 
improve standards of living, and to open their societies to the outside world. 

In spite of unquestionable successes in economic growth, social advancement, and political and 
institutional reforms, post-socialist transformation and the early years of EU membership did not 
allow the CEECs to overcome several critical weaknesses in their overall socio-economic and 
institutional structures. The global financial crisis 2008/2009 hit most of the CEECs especially hard. It 
brought to light starkly the disjuncture between fast productivity growth and a rather poor 
performance in developing innovative capacities to support longer-term sustainable growth and 
assure their competitive positions. Also, the processes of territorial development have led to an 
increase in regional differences which has not been alleviated by Cohesion policy whose benefits 
have been enjoyed by the CEECs. 

Multidisciplinary research performed in the framework of the project has addressed these issues and 
confirmed initial hypotheses. The research has also dealt with social and institutional issues which ς 
on the one hand ς create the basis for economic processes, and, on the other hand, are strongly 
influenced by economic performance. Several deficiencies of the social security systems and 
institutions of the labour markets in the CEECs have been identified. In spite of institutional 
convergence and the absence of serious political instability, the institutional systems of the CEECs 
still need to be improved and appear to be one of the serious barriers to successful development in 
the future. 

Policy suggestions are not straightforward, since the countries under study create a rather 
heterogeneous group. However, scenario building has led to the conclusion that the two parts of 
European Union ς the western and the eastern - are closely mutually interconnected, and the 
strategies of the one part are inter-related with the performance of the other. This has new 
implications for Cohesion policy which should be formulated for the whole territory of the EU. 

This interrelationship arguably renders the traditional division of the EU intƻ άƻƭŘέ ŀƴŘ άƴŜǿέ 
Member States obsolete, due to two phenomena: completion of the post-socialist transformation 
process, and diversified reactions of particular European countries to the financial crisis which have 
not followed a clear east-west division but were also revealed north-south differences. Thus the 
typologies of the EU Member States have become more complex, making the interrelationships 
within the EU also more complicated. 

  

                                                            
1 Central and Eastern Europe consists of the 10 countries that joined the EU in 2004 and 2007. These are: 
Bulgaria, Czech Republic, Estonia, Hungary, Latvia, Lithuania, Poland, Romania, Slovakia and Slovenia 
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Executive Summary 

The countries of Central and Eastern European (CEECs) became members of the European Union 
after a difficult process of post-socialist transformation. The success of this unprecedented political, 
social, institutional and economic transformation and restructuring has allowed them to become 
ǇŀǊǘ ƻŦ ǘƘŜ ǿƻǊƭŘΩǎ ƭŀǊƎŜǎǘ ŎƻƳƳƻƴ ƳŀǊƪŜǘ ŀƴŘ ǘƻ ōŜŎƻƳŜ ŀŎǘƻǊǎ ƛƴ ǘƘŜ ŘŜǾŜƭƻǇƳŜƴǘ ƻŦ ǘƘŜ 
9ǳǊƻǇŜŀƴ ¦ƴƛƻƴΩǎ ƳŀƴƛŦƻƭŘ ǇƻƭƛŎƛŜǎΣ ǘƻ ƛƳǇǊƻǾŜ ǎǘŀƴŘŀǊŘǎ ƻŦ ƭƛǾƛƴƎΣ ŀƴŘ ǘƻ ƻǇŜƴ ǘƘŜƛǊ ǎƻŎƛŜǘƛŜǎ ǘƻ ǘƘŜ 
outside world. Figure 1 presents their economic performance compared to selected EU-15 countries. 

Figure 1. GDP growth, 2004=100 

 

The structural changes in the CEECs can be summarised as a transition from a relatively diversified 
industrial economy (accompanied by a strong position of agriculture in some countries and regions) 
to a service economy based on a modern business services sector ς although the significance of the 
latter sector in the CEE economies still lags behind the best-developed countries of the EU-15. 

The absolute real convergence between the CEECs and the remaining EU countries has continued, on 
average, without interruption both before and during the crisis, albeit at a reduced speed in the 
latter period. The economic growth in the CEECs was to a large degree related to improvements in 
structural, supply-side factors than was the case in EU-17 (EU-15 plus Cyprus and Malta) economies. 
At the same time, the CEECs have mobilised considerable external resources in their catching-up 
process. The CEEC economies attracted more FDI and more foreign savings as a percentage of GDP 
than the EU-17 economies and enjoyed higher fixed investment shares of GDP. However, the 
technological activities of foreign subsidiaries in the CEECs are often implemented without significant 
linkages to various actors in the domestic innovation system.  
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!ŦǘŜǊ ǘƘŜ ΨǘǊŀƴǎƛǘƛƻƴ ǊŜŎŜǎǎƛƻƴΩ ŘǳǊƛƴƎ ǘƘŜ мффлǎΣ ǘƘŜ R&D systems in CEE started to recover during 
the 2000s. GERD/GDP ratios for CEECs increased from below 0.8% until 2006 to 1.20% in 2012, and 
mostly after 2008 when GDP fell in many CEECs. This anti-cyclical trend is presumably largely due to 
EU support for R&D and innovation through the Structural Funds. I Despite this increase, however, 
the level of financing of R&D is still low and mainly by the public sector. The pressure on public 
funding has recently led to more private-public partnerships in implementing research and 
innovation programmes. Also, the innovative potential of the CEECs still lags behind the more 
developed countries of the EU-15. For example, CEE seems to have reduced its patenting activities 
drastically in absolute and per capita terms after 1990 and now maintains a stable level below the 
performance of the EU-15. Thus, the disappearance of the former advantage enjoyed by the CEECs in 
low-cost types of production has not been replace by the generation of new sources of competitive 
advantage.  

Among the development challenges facing the CEECs, the demographic situation appears to be the 
most serious. The CEECs have a concentration of the most severe demographic challenges in the EU. 
They are hampered by a demographic crisis stemming from the decline in the number of births 
resulting in a negative natural increase in most countries. A continuous fall of fertility rates could be 
observed during the 1990s in all CEECs. In the Czech Republic, it reached a record low of 1.13 
children/woman in 1999, and in several other CEECs this rate has been in the range of 1.2-1.4. CEE is 
not yet attractive as a permanent location for migrants from other parts of the world. Due to net 
outmigration, which accelerated after EU accession, the population is declining in most CEECs (see 
Figure 2).These processes result in constant ageing faster than in other EU countries. The 
dependency ratio is also increasing due to growing numbers of older people, much faster than in the 
EU-15. 

Figure 2. Population change (1989=100) 

The situation on the labour market in certain CEECs is differentiated and volatile, and strongly 
depends on both the performance of the national economies and migration trends. There was a 
marked drop in employment during the transitional recession in the 1990s in all countries. In relative 
terms, female employment tended to decline in most CEECs compared to the EU-15. In the course of 
the crisis, the poorly educated were hit hardest by the economic downturn. During 2004-2012, 
expenditure in the CEECs on active labour market policies  as a percent of GDP were below the EU-15 
level which has not allowed for a rapid improvement of the situation on the labour markets of the 
CEECs.      

The quality of human capital may still be improved. International student achievement data indicate 
weaker basic skills in most CEECs compared to Western and Northern European countries. In some 
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countries (Poland, Latvia) student performance improved  in all skill categories, but in others it 
deteriorated significantly (Czech Republic, Hungary, Slovenia). Basic education seems to bring better 
results if it is conducted by strong local governments, where teachers have high social stranding and 
where there is relatively late profiling of  education. 

There is a strong relationship between economic (GDP per capita) and social (household income per 
capita) convergence, but economic convergence influences social convergence more than  vice 
versa. Apart from absolute levels of wealth, the internal differentiation of income and access to 
public services are also important dimensions of standards of living. Income inequality (measured by 
the Gini index) is quite low in most Central European and Scandinavian countries, and it is highest in 
some East European Member States (Latvia, Lithuania and Bulgaria), as well as in South European 
countries and the United Kingdom.  Inequality in other measured dimensions, like the health status 
of households and housing, showed above-average levels in the CEECs (except for Slovakia, Slovenia 
and the Czech Republic in the case of the housing indicator). With respect to household educational 
attainment levels, inequality is quite low in Central European and Scandinavian countries, but also in 
the Baltic States. In general, the differences and similarities among the CEECs in the variety and 
intensity of social problems are partly due to their historic heritage, but some divergence among 
them can be related to their different policy responses to the multiple social challenges they faced 
during the past 25 years. 

In general, several deficiencies of social security systems and labour market institutions in the CEECs 
have been identified, calling for necessary improvements in this field. 

The processes of territorial development have led to an increase in regional differences within the 
CEECs which has not been alleviated by Cohesion policy, although due to a process of national 
convergence the overall regional differences diminished across the regions of CEE. Metropolisation 
has been the main factor in this process: the highest developed regions grew the fastest, especially 
those which had adequate human capital and where entrepreneurship was on the rise, thus 
increasing intra-national regional differentiation. The disparities between non-capital regions of 
particular countries have been narrowing, which could suggest the existence of club convergence, a 
process whereby the income levels of areas with similar structural characteristics tend to become 
equalised. 

Regional economic growth in the CEECs was strongly correlated with improvements in productivity. 
However, when regional growth was related to national averages it appeared that the increase in the 
number of new jobs proved to be more important. This means that the flows of workers from poorer 
to more affluent regions had a greater impact on regional differentiation within countries than the 
differences in improving the external competitiveness of regions stemming from increased 
productivity. 

The research proved that in transport infrastructure in the CEECs (and infrastructure in general) is 
not a sufficient, but a necessary condition of development. there was no statistical dependence 
between the level of investment outlays and changes in regional GDP (in relation to national 
averages of GDP growth). A weak negative correlation was observed between absolute changes in 
regional and investment outlays which was due to the fact that most investment outlays were made 
in the regions which already had the highest levels of development (metropolitan and western 
regions). 

The past 25 years have brought about significant progress in the development of environmental 
protection in the CEECs, and action has been taken to extend the areas where nature and 
biodiversity are protected. However, while progress has been significant, it is still insufficient. 
Environmental quality in CEE is improving rather slowly as new threats have appeared with the 
increase of massive consumption on an unprecedented scale, resulting in more transportation, 
constant urbanisation and inefficient waste management in particular.  For various reasons, the 
elements of a green economy are being introduced slowly. 



8 

Along with the processes of economic and social convergence, the institutional framework of the 
CEECs has also converged with the EU system, to different extents. It can be even argued that 
institutional convergence partly preceded ς or even conditioned ς the economic and social 
convergence. However, since 2003 ς when the external pressure related to the accession process 
eased down - the convergence process slowed down in all countries, and there is a tendency of 
stagnation in institutional convergence in relative terms. Furthermore, the countries are trapped in 
regional clubs (clusters), and there are few signs of changes between clusters. Also, apart from the 
first years of transition, when growth in the region was still sluggish as a consequence of the deep 
transition recession, there is a little evidence that institutional convergence towards EU norms was a 
driving force of growth and cohesion in the CEECs. 

The results of multivariate analyses provide weak support for the hypothesis that 'rightist' or 'right-
leaning' governments in the longer run contribute to GDP growth and that they tend to neglect the 
unemployment issue. On the other hand, 'leftist' or 'left-leaning' governments contribute, though 
weakly, to a GDP decline and their activities have no effect on the unemployment rate. However, 
these regularities are rather weak. In spite of institutional convergence and the absence of serious 
political instability, the institutional systems of the CEECs still need to be improved and appear to be 
one of the serious barriers to successful development in the future. 

The CEECs have been the greatest recipient of funds from Cohesion policy. Comparing the 2014-2020 
allocations with 2007-2013 reveals marked shifts for specific Member States, including some from 
CEE. Three of them (Slovakia, Poland and Romania) noted high increases of their allocations for 2001-
2020 in comparison with the previous financial perspective (see Figure 3).  

Figure 3. Changes in financial allocations from 2007-13 to 2014-20 

Source: EPRC calculations. 

EU Cohesion policy is of special importance to the CEECs since it finances a large part of their 
spending on public investment. It has played an important role during and since the crisis through a 
strong demand-side effect. However, long lasting supply-side effects are still to be seen, though 
some manifestations of them can be already noticed, like increases in R&D spending and 
improvements to infrastructure and the natural environment etc. 

There is a danger that the scope and direction of regional development activities may be dictated 
less by strategic considerations than by the need to administer programmes quickly in order to 
absorb EU fundsΦ Lƴ ǘƘƛǎ ǊŜǎǇŜŎǘΣ ǘƘŜ ŜȄǇŜǊƛŜƴŎŜ ƻŦ /99/ǎ ǊŜŦƭŜŎǘǎ ǘƘŀǘ ƻŦ ǘƘŜ ΨƻƭŘ ŎƻƘŜǎƛƻƴ ŎƻǳƴǘǊƛŜǎΩ 
in the EU-15  where the need to spend EU funding quickly prompted investments in large-scale 
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physical infrastructure, environmental improvements and local business and innovation 
infrastructure which provided short-term demand effects and sometimes lacked a long-term and 
systemic strategy for growth.  Similarly, Cohesion policy funding in the CEECs has often been spent 
according to short-term considerations, either responding to the most pressing issues or political 
considerations rather than long-term strategic development.   

The scenario approach revealed that a strategy of modernisation of the CEECs economies leads to a 
more expansionary scenario; this strategy pays the most for Eastern countries if Western countries 
also move towards an industrial strategy. This choice is also associated with lower increases in 
regional disparities. Even if the future trajectories of the CEECs strongly depend on what happens in 
the Western countries, a modernising strategy is the most expansionary one for the Eastern 
countries. If Western countries also move towards an industrial strategy, a modernising strategy pays 
off the most for both groups of countries. This choice is associated with lower increases in regional 
disparities, whatever the choice made by Western countries, thanks to the spillovers and positive 
effects that modernisation generates in all sectors and regions that drive towards higher GDP growth 
rates in Eastern countries, and a relatively lower inter-national disparity level. This last result 
definitely strengthens the main message of the whole GRINCOH project, highlighting the importance 
for the CEECs to move towards an endogenous growth pattern. 

Policy suggestions are not straightforward, since the countries under study comprise a rather 
heterogeneous group. General suggestions may be recapitulated in the following points. 

¶ For the CEECs, it would pay off fully to modernise their economies; they should move  towards a 
new and different stage of development, relying less on FDI and more on endogenous 
investments, taking advantage of technological multipliers and technological spillovers from 
multinational companies into the local fabric. 

¶ National and EU R&D and innovation policies should be strengthened and should be much more 
country-specific and should recognise differences in the compensatory effects of EU Structural 
and Investment Funds. Also, this would require much better understanding of the different roles 
of RDI in different regions. 

¶ An integrated system of social policies should be established that would create a policy mix in 
different fields of social protection (in family policies, rehabilitation policies, labour market 
inclusion and activation, childcare, etc. 

¶ Labour market policies should be oriented to focus on the issue where CEECs collectively fail - 
the problem of massive numbers of unskilled workers. Along with improvements to the 
educational system, more life-long learning should be developed. A higher capacity, better 
selected, better trained and better motivated civil service can be expected to contribute to 
improving policy-making in the field of labour market policy. 

¶ Institutional harmonisation has to be adapted to the institutional framework of each country. In 
some of them, limiting rent-seeking behaviour by stakeholders and fighting corruption appear to 
be basic requirements. There is a need to improve national and local government activity in the 
promotion, financing and management of regional development projects. 

¶ There is a necessity to enlarge development areas beyond the small group of core areas 
(metropolises, capital regions), towards second (and third)-rank cities. The second-order cities 
should develop their metropolitan functions, thus supplementing the capital cities that have 
already reached relatively high levels of development. Such a territorial pattern could slow down 
the growth of regional differentiation and would allow for better accessibility of high-order 
services. 

¶ Regional development ǇƻƭƛŎƛŜǎ ǎƘƻǳƭŘ ŀŎǘ ǘƘǊƻǳƎƘ ƛƴǘŜƎǊŀǘŜŘ ǘŜǊǊƛǘƻǊƛŀƭ ǇǊƻƧŜŎǘǎ ŀƴŘ άǘŜǊǊƛǘƻǊƛŀƭ 
ǇƭŀǘŦƻǊƳǎέΣ ƪŜŜǇƛƴƎ ƛƴ ƳƛƴŘ ǘƘŜ Ƴǳƭǘƛ-dimensional nature of development and the necessity to 
focus on the specificities and potentials of territories. 

¶ For the CEECs, post-2020 funding from the Cohesion policy will almost certainly be smaller and 
there is a need to consider the following issues: 
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- a shift in psychological attitude: away from the assumption that the effort of developing the 
public sphere is externally financed, and towards a readiness to apply own financing  - which 
should be promoted already during the  current (2014-20) financial perspective; 

- more stress should be put on the creation of innovative economic structures and entities at 
the expense of funding infrastructure, also in the R&D sphere - infrastructure should be 
created only where and when its underdevelopment is a barrier for economic efficiency and 
social cohesion, and not where and when it satisfies the ambitions of the national, regional 
and local elites; 

- more engagement in interregional cooperation should be encouraged in the spheres co-
financed by Cohesion policy, especially in areas such as R&D and innovation creation and 
dissemination where networking is critical; 

- evaluation should become more strategic and substantial and less formal, more objective 
and integrated in order to overcome the fragmentation of Cohesion policy into several 
Directorates General within the European Commission (and its separation form another 
important policy of the EU: the Common Agricultural Policy). 

Finally, scenario building has led to the conclusion that the two parts of the European Union ς the 
western and the eastern - are closely mutually interconnected, and the strategies of the one part are 
inter-related with the performance of the other. This has new implications for Cohesion policy which 
should be formulated for the whole territory of the EU. 

This interrelatƛƻƴǎƘƛǇ ŀǊƎǳŀōƭȅ ǊŜƴŘŜǊǎ ǘƘŜ ǘǊŀŘƛǘƛƻƴŀƭ ŘƛǾƛǎƛƻƴ ƻŦ ǘƘŜ 9¦ ƛƴǘƻ άƻƭŘέ ŀƴŘ άƴŜǿέ 
Member States obsolete, due to two phenomena: completion of the post-socialist transformation 
process, and diversified reactions of particular European countries to the financial crisis which have 
not followed a clear east-west division but also revealed north-south differences. Thus, the 
typologies of the EU Member States have become more complex, making the interrelationships 
within the EU also more complicated. 
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1. Economic Development and Structural Change 

1.1 Convergence 

The Central and Eastern European countries demonstrated diversified trajectories of economic 
performance after 1990 (fig. 4). However, even in spite of this differentiation, all of them performed 
better than most Western European countries after entering the EU. The catching-up process was 
interrupted by the financial crisis 2008-2009, but the growth recovered afterwards (fig.5). 

Figure 4. GDP growth, 1989=100   Figure 5. GDP growth, 2004=100 

Source: various sources 
*based on http://epp.eurostat.ec.europa.eu/tgm/table.do?tab=table&plugin=1&language=en&pcode=tsieb020 

The only country that has not recorded a single year of GDP decline since 1992 was Poland, which 
made this country the sole leader in GDP growth throughout the entire period of post-socialist 
transformaǘƛƻƴ ŀƴŘ 9¦ ƳŜƳōŜǊǎƘƛǇΦ !ƭƭ ƻǘƘŜǊ ŎƻǳƴǘǊƛŜǎ ŜȄǇŜǊƛŜƴŎŜŘ ƳƻǊŜ ƻǊ ƭŜǎǎ άǎƘŀƪȅέ ƎǊƻǿǘƘ 
trends (which pose the question of a possible relationship between political and institutional 
processes and economic performance - dealt with in section 7.4 of this report). It is important to 
note that - with the exception of Hungary and Slovenia which until now have not been able to 
overcome the negative effects of the financial crisis - all CEECs achieved higher overall rates of 
growth after 2004 (i.e. the moment of EU accession of eight CEECs) than even the fastest growing 
countries of Western Europe. As a result, during the last 20 years a process of convergence of the 
CEECs to the EU average has been taking place (table 1), and with a high probability that it will 
continue as a fundamental, long-term economic trend ς albeit at a slower speed than before the 
crisis. However, such a convergence does not promise a rapid catch-up in income-level terms. 

Table 1. Rates of growth, in percent 

Period 1995-
2000  

2000-
2005  

2005-
2010  

1995-
2008  

2008-
2012  

1995-
2012 

2013-
2015  

CEECs-10  3.38 4.31 3.09 4.29 0.68 3.43 2.0 

EU-27  2.84 1.80 0.90 2.32 -0.23 1.71 1.1 

Convergence rate, in pp  0.54 2.51 2.19 1.97 0.91 1.71 0.9 

The results of ǘƘŜ ǇǊƻƧŜŎǘ ǘŜŀƳΩǎ analysis underline the considerable, sometimes increasing, 
heterogeneity of growth, pointing more generally to uneven economic convergence within the EU. 
¢Ƙƛǎ ŎƻƴŎŜǊƴǎ ƴƻǘ ƻƴƭȅ ǘƘŜ ƭŀǎǘƛƴƎ ŘƛŦŦŜǊŜƴŎŜǎ ōŜǘǿŜŜƴ ǘƘŜ /99/ǎ ŀƴŘ ΨƻƭŘΩ ǿŜǎǘ 9ǳǊopean (EU-17- i.e. 
EU-15 plus Cyprus and Malta) economies, but also significant dissimilarities between the growth 

http://epp.eurostat.ec.europa.eu/tgm/table.do?tab=table&plugin=1&language=en&pcode=tsieb020
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patterns among individual countries within subgroups, e.g. the ±ƛǎŜƎǊłŘ countries (the Czech 
republic, Hungary, Poland, Slovakia), the Baltics (Lithuania, Latvia, Estonia), southern Europe (Greece, 
Portugal, Italy, Spain) versus northern Europe (Nordic countries, Germany, the Netherlands), etc. This 
is clearly evidenced by the considerable within-group variation, which is sometimes growing over 
time, evidenced by various performance characteristics.  

The catching-up process was possible due to growth in productivity, faster in the CEECs than in the 
EU-15 (see fig. 6). However, the crisis period introduced increased variation within the CEECs group 
which has been the main cause of variation in the rates of growth. 

Figure 6. Growth of labour productivity per hour worked, 2000-2012 

 

The absolute real convergence between the CEECs and the remaining EU countries has continued, on 
average, without interruption both before and during the crisis, albeit at a reduced speed in the 
latter period. However, the assessment of individual growth patterns depends a lot on the selected 
time period and the particular convergence indicators. There is no unequivocal and straightforward 
conclusion regarding the convergence of individual CEECs during the transition and EU membership 
periods. Moreover ς as will be discussed in chapter 6 - regional differentiation has also taken place, 
with several cases of άǇƻǾŜǊǘȅ ǘǊŀǇsέ ŦƻǊ ǇƻƻǊ ǊŜƎƛƻƴǎ ǿƛǘƘƛƴ /99/ǎ ƛƴ ƭƻǿŜǊ ƛƴŎƻƳŜ ŎƭŀǎǎŜǎ. 

Convergence also occurred among the CEECs. This was due to a faster growth of less-developed 
countries than of those more developed. 

The catching-up integration model of growth in the CEECs economies prior to the 2009 crisis was not 
much different from that in the EU-17. CEECs economies were converging with the more developed 
EU Member States also in many important structural aspects of economic performance such as 
labour productivity, competitiveness, export performance, etc. In fact, the empirical evidence 
suggests that economic growth in the CEECs was to a larger degree related to improvements in 
structural, supply-side factors than was the case in EU-17 economies. At the same time, the CEECs 
have mobilised considerable external resources in their catching-up process. In relative terms, as a 
percentage of GDP, CEECs economies attracted more FDI and more foreign savings in general than 
the EU-17 economies and enjoyed higher fixed investment shares in GDP.  

1.2 Structural change 

Alongside convergence with the EU-15 in the level of development, a structural convergence has also 
taken place (table 2). The structural changes again varied from country to country, albeit with visibly 
smaller disparities regarding their present situation. The widest differences are associated with the 
ǊƻƭŜ ƻŦ ǘƘŜ ƛƴŘǳǎǘǊƛŀƭ ŀƴŘ ΨǎƛƳǇƭŜΩ (consumer) services sectors in the economies of the countries 
concerned (which can also be a consequence of the differences in the scope of the outsourcing of 
services from industrial enterprises). Some of these countries have managed to maintain or even 
develop their industrial capacities in comparison with 1995 (mainly Romania, Estonia and Bulgaria), 
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whereas others have initially undergone heavy deindustrialisation processes (e.g. Latvia, Slovakia, 
Slovenia and Poland). On the other hand, countries such as Lithuania, Poland and Bulgaria have 
witnessed a robust development of consumer services. By contrast, this sector played only a minor 
role in Romania, Hungary, Czech Republic and Slovenia. The differences regarding the condition and 
dynamics of the remaining sectors were not as wide, and notably included: 

¶ a relatively high significance of agriculture in GDP creation in Romania, Bulgaria and, Latvia 

(although decreasing rapidly, which was observable mainly in the former two countries); 

¶ fast development of the construction sector in Romania, Bulgaria and Slovakia; 

¶ ǘƘŜ ǿŜŀƪŜǎǘ ŘŜǾŜƭƻǇƳŜƴǘ ƻŦ ΨōǳǎƛƴŜǎǎΩ ǎŜǊǾƛŎŜǎ ƛƴ wƻƳŀƴƛŀΣ .ǳƭƎŀǊƛŀ ŀƴŘ {ƭƻǾŀƪƛŀΣ ŀƴŘ ǘƘŜ 

fastest ς in Poland and Latvia; 

¶ relatively minor differences regarding the share of the public service sector in GVA, with the 

exception of Romania and Bulgaria which had a lower share (even though this country recorded 

the fastest growth in this particular category), while Slovenia and Hungary have a higher share of 

this sector in GVA than average.  

These structural changes typically entail an increased significance of manufacturing goods and higher 
value-ŀŘŘŜŘ ǎŜǊǾƛŎŜǎΣ ŀǘ ǘƘŜ ŜȄǇŜƴǎŜ ƻŦ ǘƘŜ άƭƻǿŜǊέ ǎŜƎƳŜƴǘ ŀŎǘƛǾƛǘƛŜǎΦ ¢Ƙƛǎ Ƙŀǎ ōŜŜƴ ƻƴŜ ƻŦ ǘƘŜ 
factors of economic growth. These processes could be summarised as a transition from a relatively 
diversified industrial economy (accompanied by a strong position of agriculture in some countries 
and regions) to a service economy based on a modern business services sector. It should also be 
noted that the significance of the latter sector in the CEEC economies still lags behind the best-
developed countries (as compared, for example, to its share of approximately 30 per cent in 
Germany).  

At the same time, there is a strong connection between economic (GDP per capita) and social 
(household income per capita) convergence. In this connection, economic convergence influences 
social convergence more than the vice versa. The social situation of households and people living in 
the CEECs strongly (too much?) depends on the income they earn, whether they find employment or 
not, and whether and to what extent social transfers and pension schemes are available. All these 
factors are driven by the economy, and the faster it grows the faster will incomes and employment 
creation will increase and the more funds will be available for redistributive government policies. 

Table 2. Gross value added (GVA) in the main economic sectors (%) 

Country GVA (%) in 2010 GVA change (pp) 1995-2010* 

 Agri-
culture 

Indu-
stry 

Const-
ruction 

Services 
 

Agri-
culture 

Indu-
stry 

Const-
ruction 

Services 

simple business public simple business public 

Bulgaria 4.9 22.3 7.1 26.7 23.3 15.7 -10.8 -0.7 2.3 7.1 0.4 1.7 

Czech Rep. 1.7 29.6 7.3 24.6 19.0 17.8 -2.8 -1.2 -0.4 0.6 3.1 0.7 

Estonia 3.3 22.5 5.9 26.5 23.1 18.6 -4.7 -0.7 -0.2 1.4 3.6 0.6 

Latvia 5.0 18.6 5.3 33.1 20.3 17.7 -2.4 -5.8 1.1 2.4 6.8 -2.1 

Lithuania 3.3 23.5 5.9 34.8 14.8 17.6 -7.7 -0.9 -1.1 8.9 2.8 -2.0 

Hungary 3.5 26.5 4.2 22.8 22.2 20.7 -2.0 -1.8 -0.3 -0.4 3.1 1.5 

Poland 3.7 24.7 8.0 29.5 16.9 17.1 -4.6 -3.3 1.3 4.0 4.6 -1.9 

Romania 6.4 31.9 10.2 18.8 17.7 15.0 -12.8 -0.1 3.7 2.1 -0.2 7.2 

Slovenia 2.5 23.4 6.5 24.4 22.8 20.4 -2.0 -5.8 0.6 3.3 3.0 0.9 

Slovakia 2.8 26.5 9.1 26.3 17.9 17.3 -2.9 -4.6 3.9 1.2 0.9 1.5 

* for Latvia, change in 1996-2010; for Hungary, change in 1998-2010. 
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Given this primacy of economics, policies focusing on economic growth and convergence are also 
policies focusing on social convergence. From this, it follows that the role of explicit social policies 
regarding social convergence is not necessarily a minor one, but they are dependent on the outcome 
of the economic policies in place. Social policies in this context have more of a supportive character, 
fostering economic growth where possible and correcting misallocations where necessary. Having 
said that, however, the scope for innovative solutions in social policies is wide, and policies that not 
only distribute wealth but also support its creation should be strongly supported.  

Economic growth in the CEECs economies was to a large degree related to improvements in 
structural supply-side factors such as productivity, innovation and competitiveness. At the same 
time, most of the CEECs (with the exception of Poland which was spared undergoing a recession) 
were hit disproportionately hard by the global financial crisis, although most of them demonstrated 
high ability to overcome these disruptions of growth, mostly due to wide social approval of 
sometimes drastic austerity measures. Whatever progress was made in the CEECs, it was achieved at 
a high cost in terms of unemployment, rising income and social polarization ς the opposite of 
cohesion.  

1.3 The impact of the crisis and future prospects 

It appears that the year 2008 ς marking the emergence of the financial crisis - signifies a shift in a 
pattern of growth, with convergence now taking place at a significantly reduced rate. This calls for 
discussion and analysis of the drivers which can lead to new growth model(s). A shift in the pattern of 
growth is not only visible in terms of labour productivity but also in terms of GDP growth, 
significantly lower share of inflows of FDI as well as declining intra-EU trade. This may represent a 
strong argument for considering social outlays (in their widest approach, from education to 
activation, from housing to family policies) as a part of new growth pattern in which they become 
ƛƴǾŜǎǘƳŜƴǘǎΣ ŀƴŘ ƴƻǘ άŎƻǎǘǎέ. 

Table 3. GDP, FDI and export in old and new Member States, 2001-2011 

 

 

 

 
 
Source: Dobrinsky, R (2013) What is Happening to Growth in Europe?, WIIW RR 385 

With the benefit of hindsight, pre-2008 growth in most of CEECs could be characterised as finance-
dependent and debt-intensive growth based on externally financed consumption (consumer 
durables). The post-2008 challenge is how to shift towards growth driven by investment and 
improvements in productivity. This concern chimes with the policy shift at EU level towards industrial 
upgrading and innovation-driven growth through large-scale Ψǎmart specializationΩ investments in 
R&D and innovation activities. This is a valuable addition to policies in the CEECs which were solely 
focused on structural reforms. 

It cannot be ruled out that the CEECs are now at a serious impasse. The integrative growth model 
which they have adopted no longer promises any fast/sustainable growth. At best, it promises slow 
growth based on permanent relying on maintaining the cost-competitiveness of their tradable 
sectors. But, a slow growth model based on large net exports flooding the markets of other countries 
is not a good option CEECs whose income and technology levels are still low ς and whose labour 
resources are inadequately employed. A policy approach based on industrial/technology upgrading is 

 
Categories 

CEEC EU 17 

2001-
2007 

2008-
2012 

2001-
2007 

2008-
2011 

GDP annual growth 4.8 1.6 2.2 -0.2 

Annual FDI inflow as per cent of GDP 6.2 2.4 3.2 1.3 

Change in world export share, beginning of period=100 188.8 104.1 96.5 87.4 

Share of intra-EU trade 79.1 77.1 65.2 61.5 
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needed. As will be seen in the European scenarios developed later in this report, this approach 
promises the best results for the whole of the EU. 

It is not only the CEECs which are at an impasse. So too are the other EU Member States, in fact the 
EU as a whole. Moreover, one should not lose sight of the fact that even before the outbreak of the 
financial crisis the EU had been, since the early 1990s, essentially an economically stagnant area 
characterised by expanding, but long unnoticed or ignored internal imbalances. Arguably, the 
decade-plus weakness of growth in the EU/euro area has its roots in the basic paradigms of European 
economic policy-making which needs to improve ς not only to deal with the consequences of the 
Ǉŀǎǘ ŎǊƛǎŜǎΣ ōǳǘ ŦƛǊǎǘ ƻŦ ŀƭƭ ǘƻ ŀŎǘƛǾŀǘŜ ǘƘŜ ǿƘƻƭŜ ¦ƴƛƻƴΩǎ ŘƻǊƳŀƴǘ ƎǊƻǿǘƘ ǇƻǘŜƴǘƛŀƭΦ  

2. International economic relations 

2.1 New trade patterns 

CǊƻƳ ǘƘŜ ōŜƎƛƴƴƛƴƎ ƻŦ ǘǊŀƴǎƛǘƛƻƴ ƛƴ мфуфκфлΣ ǘƘŜ /99/ǎ ǎǿƛǘŎƘŜŘ ǘƻǿŀǊŘǎ ŀƴ ΨƻǇŜƴ ŜŎƻƴƻƳȅΩ model 
of economic development. The evolving patterns of trade, industrial specialization and integration 
into cross-border production networks through foreign direct investment (FDI) have played a crucial 
role in structural changes and the modernisation processes of CEEC economies. However, the 
economic crisis and the rise of global competition from other, mainly Asian, emerging economies, 
challenged the future sustainability of the development model adopted by the CEECs. This also 
prompts questions about an appropriate policy mix to foster competitiveness via trade and FDI.  

The share of exports in the GDP of CEECs increased rapidly until the crisis (2008-2009), and after a 
temporary setback have started to recover in recent years. The inclusion of CEECs ς particularly in 
Central Europe ς in international (mostly European) production networks also implies extensive 
exports and imports of semi-fabricates. Selected CEECs (the Czech Republic, Estonia, Hungary and 
Slovakia) are among the most open, most export-based economies in the world.  At the same time, 
their exports are highly concentrated, mostly from engineering (including automotive) industries. 
This specialisation has obvious advantages, but it also implies risks, and it may call for the 
diversification of industrial structures.  

The dominant export market of the CEECs is the EU. Taking into consideration that much of this intra-
EU export trade consists of products and services, which are built into goods and services produced 
in the EU-15 and subsequently exported into non-EU countries, we can understand that the 
dependence of these CEEC exports on EU (final) demand is considerably smaller than at first glance. 
For example, only about half, rather than two-thirds, of Hungarian exports, and about three-fifths, 
rather than three- quarters, of Slovak exports go to the EU as their final destination. The respectable 
export performance of CEECs is increasingly the result of market access factors (geographical 
distance, etc.), with the contribution of their supply capacity having been modest as compared to 
other country groups. Specifically, price competitiveness is a serious issue: a too fast price (unit 
value) increase entails a relative worsening of export performance. Furthermore, we have found that 
the competition among CEECs shows signs of being based on product quality, but competition with 
other countries is dominated by cost aspects. 

In addition to the quantitative growth in CEEC exports, there is also a qualitative upgrading in 
exported good services, with an upward movement on the technology ladder and increasing unit 
values. As in other emerging market countries, it can be observed that the wages in the production 
of exported goods tend to be higher than in the production of goods for the domestic market.  

Furthermore, new evidence in explaining the innovation-exporting nexus has been derived in the 
form of a positive correlation between innovation and exporting status for EU firms, with the 
quantitatively highest correlation found between exporting status and product innovation. The 
impact of exporting on innovation for firms in CEECs is significantly smaller than that of non-CEECs. 
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Firm size also has a smaller effect on innovation in case of CEECs firms, while foreign ownership has a 
significantly larger impact on innovation. This confirms that foreign affiliates are an important driver 
of innovations and exports in CEECs, although this is not the case in all foreign-owned firms. 

2.2 Foreign direct investment 

The substantial body of empirical literature on spillovers from inward FDI has produced mixed 
empirical results. Research undertaken for this project revealed that horizontal (or intra-industry) 
spillovers have become increasingly important over the last decade and might become even more 
important than vertical (inter-ƛƴŘǳǎǘǊȅύ ǎǇƛƭƭƻǾŜǊǎΦ CƛǊƳǎΩ ƘŜǘŜǊƻƎŜƴŜƛǘȅ ƛƴ ǘŜǊƳǎ ƻŦ ŀōǎƻǊǇǘƛǾŜ 
capacity, size, productivity and technology level significantly affect productivity effects of inward FDI. 
Both direct effects from foreign ownership as well as the spillovers from foreign firms do 
substantially depend on the absorptive capacity and productivity level of individual firms. 

At the end of 2009, services accounted for 67.5% of total inward FDI stock in the 10 CEECs, business 
activities having the highest share at 19.4%, followed by finance with 18.8%, trade 13.1%, transport, 
storage and communications 6.8%, electricity, gas and water 5.8%, construction 2.5%, and all other 
services with a 1.1% share. 

The impact of FDI in services in the CEECs is an important issue since services dominate inward FDI in 
general and in the CEECs in particular. FDI in services could increase manufacturing sector 
productivity through lower prices, higher quality and variety of services, but also via increasing 
competition and horizontal knowledge spillovers to local service firms. A positive and significant 
ƛƳǇŀŎǘ ƻŦ ǎŜǊǾƛŎŜ C5L ƻƴ ŘƻƳŜǎǘƛŎŀƭƭȅ ƻǿƴŜŘ ŦƛǊƳǎΩ ǇǊƻŘǳŎǘƛǾƛǘȅ ƛƴ /99/ǎ was found. Disaggregation 
by sector shows that a foreign presence in the energy sector drives the positive effect of the 
aggregate service linkage.  

CEECs also increasingly engaged in outward FDI (OFDI) until the start of the economic crisis. EU 
accession prompted an increase of OFDI from CEECs and a reorientation from CEECs to EU-15 
destination countries. Location choice analysis indicates that market-seeking constitutes the 
dominant investment motive, and efficiency-seeking does not play a major role. OFDI from CEECs 
after EU accession can only, to a limited extent, be associated with technology-related location 
factors in host locations. This seems to apply especially in the case of direct OFDI i.e. FDI undertaken 
by fully domestically owned firms from CEECs. Thus, the nexus between OFDI and technological 
catching-up is weak for CEECs, which is in contrast to previous findings for other, mainly Asian, 
emerging markets. However, no robust evidence of an effect of OFDI on productivity growth in the 
case of CEECs firms has been recorded.  Although the firms with foreign subsidiaries experience 
significantly higher productivity growth than either firms with no subsidiaries or those with domestic 
subsidiaries, this effect seems only to be relevant in two countries (Czech Republic, Romania) and 
does not appear to be long lasting.  

In the CEECs, the technological activities of foreign subsidiaries are often implemented without 
considerable linkages to various actors in the domestic innovation system. Survey evidence revealed 
that about 30% of foreign subsidiaries entertain R&D co-operation with domestic network partners 
with significant differences across host countries and sectors. Public research institutions are more 
frequently selected as partners for R&D cooperation than local suppliers or customers. The R&D 
mandate of the foreign subsidiary, its technological capability as well as technological embeddedness 
with the parent company are positively associated with the incidence of R&D cooperation. It was 
found that the regional knowledge stock is positively associated with the probability of R&D co-
operation. This result corroborates other research conducted, for example, under ESPON (the 
Knowledge-Innovation-Territory project). 
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Research & Development  Innovation Competitiveness Economic growth Employment growth

3. Research, Innovativeness and technological advancement 

3.1 Sources of innovation 

A conventional policy model of technology upgrading assumes that R&D is the major source of 
growth. This model is the basis of new (endogenous) growth theory. Endogenous growth models 
assume that R&D is essentially a probabilistic process which has a partly public nature and thus leads 
to technology spillovers which, in turn, lead to increasing returns to scale. In these models, 
technology is reduced to ideas which have no rival and thus, by definition, lead to increasing returns 
and imperfect competition. The advantage of these models is that they are sensitive to policy 
decisions relating (for example) to the number of researchers, utilization of new ideas and public 
subsidy for R&D. 

The figure below shows a stylized policy model of technology upgrading which is implicitly based on 
these ideas. R&D leads to growth which in turn leads, through spillovers and imperfect competition, 
to innovation which in turn improves competitiveness of firms and countries which in turn generate 
growth and (hopefully) employment. This reflects a generally accepted view that R&D and innovation 
are among the main drivers of sustained economic growth and which are seen as central concern of 
public policy.  

 

 

However, this stylization is a simplification of reality. Productivity depends not only on R&D but also 
on absorptive capacity, diffusion and demand. The innovation literature does not actually support 
such a narrow approach to the relationship between innovation and growth.  

R&D can boost productivity, either directly via the stream of innovation it produces, or more 
indirectly via the adoption of imported technologies.  This latter source is actually a major source of 
productivity improvements in countries behind the technology frontier such as the CEECs. This is not 
to deny the importance of R&D for growth in countries at the technology frontier, and it does not 
deny the role played by R&D  in countries behind the technology frontier, but this role is as a driver 
of absorptive, not innovation, capability.  

The middle-income economies tend to grow more through imitation activities, while the transition 
towards the high-income group requires a shift towards technology-frontier activities. This has been 
recognised by the WEF Global Competitiveness Reports which classify CEECs in terms of the driving 
factors of growth: efficiency driven (BG/RO); in transition (other CEECs), and innovation driven (SI, 
EE). Prior to the 2008 crisis, growth in CEE was driven by total factor productivity which suggests 
improvements in efficiency including R&D. However, growth was driven by production, and not by 
R&D and technology. In CEECs, technology transfer activities are more important drivers of 
innovation along with non-R&D-based innovation activities 

The importance of R&D embodied in imported inputs and equipment and of production capability in 
CEECs puts the role of trade, subcontracting and FDI in the forefront as closely related drivers of 
growth. Indeed, the role of international industrial networks in Central Europe has been recognised 
as one of the important drivers of different path of growth in CE when compared to the rest of 
CEECs. The German-Central European Supply Chain not only provided vital funding but led to 
ǘŜŎƘƴƻƭƻƎȅ ǘǊŀƴǎŦŜǊǎ ǿƘƛŎƘ ǘƘŜƴ ƭŜŘ ǘƻ ΨŘǳǊŀōƭŜ ƭonger-ǘŜǊƳ ƎǊƻǿǘƘ ƳƻǊŜ ƎŜƴŜǊŀƭƭȅΩΦ 
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Shares of turnover from innovation or the percentage of innovative sales in new and old MS did not 
differ significantly in 2006, and in both parts of the EU are around 12-13%. One may assume that 
nowadays these proportions are similar.  

Table 4. Turnover from innovation as percentage of total turnover 

 2004  2006  

EU 10 New  12.5  12.4  

EU-15 Old  12.5  13.5  

Source: Eurostat 

However, similar innovation dynamics hide quite different modes of innovation as demonstrated in 
the figure below. The lower the labour productivity (GDP per capita) the lower is the share of R&D or 
the higher is the share of embodied investments. In short, innovation behind the frontier is about 
acquisition of machinery, not about intangibles like R&D.  

Figure 7. Share of expenditures for acquisition of machinery, equipment and software in total innovation 
expenditures, 2006 

Source: Eurostat data 

However, after the ΨǘǊŀƴǎƛǘƛƻƴ ǊŜŎŜǎǎƛƻƴΩ ŘǳǊƛƴƎ ǘƘŜ мффлǎ, the R&D systems in CEE started to recover 
during the 2000s. GERD/GDP ratios for EU_CEECs increased from below 0.8% until 2006 to 1.20% in 
2012 or by 0.4 percentage points of GDP. It is important to recognise that, on average, GERD/GDP did 
not increase during the period of economic growth or before 2008 but only after 2008 when GDP fell 
in many CEECs. This surprising anti-cyclical trend still warrants in-depth explanation. We presume 
that increases in CEE after 2008 are largely due to EU support for R&D and innovation through 
Structural Funds. In that respect, EU funds have been playing a very important counter-cyclical role in 
preventing a further decline of GDP. 
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2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012

Slovenia 1.47 1.27 1.39 1.44 1.56 1.45 1.66 1.85 2.1 2.47 2.8

Estonia 0.72 0.77 0.85 0.93 1.13 1.08 1.28 1.41 1.62 2.37 2.18

Czech Republic 1.15 1.2 1.2 1.22 1.29 1.37 1.3 1.35 1.4 1.64 1.88

Hungary 1 0.94 0.88 0.94 1.01 0.98 1 1.17 1.17 1.22 1.3

Lithuania 0.66 0.67 0.75 0.75 0.79 0.81 0.8 0.84 0.79 0.91 0.9

Poland 0.56 0.54 0.56 0.57 0.56 0.57 0.6 0.67 0.74 0.76 0.9

Slovakia 0.57 0.57 0.51 0.51 0.49 0.46 0.47 0.48 0.63 0.68 0.82

Croatia 0.96 0.96 1.05 0.87 0.75 0.8 0.9 0.85 0.75 0.76 0.75

Latvia 0.42 0.38 0.42 0.56 0.7 0.6 0.62 0.46 0.6 0.7 0.66

Bulgaria 0.48 0.48 0.49 0.46 0.46 0.45 0.47 0.53 0.6 0.57 0.64

Romania 0.38 0.39 0.39 0.41 0.45 0.52 0.58 0.47 0.46 0.5 0.42

EU_CEE 0.76 0.74 0.77 0.79 0.84 0.83 0.88 0.92 0.99 1.14 1.20

3.2 Structural underpinnings of innovation 

Central Europe has become part of the newly established German industrial system. Other CEECs and 
²Ŝǎǘ 9ǳǊƻǇŜŀƴ ǊŜƎƛƻƴǎ ŀǊŜ ƭŀǊƎŜƭȅ ƻǳǘǎƛŘŜ ǘƘƛǎ ǎǳǇǇƭȅ ŎƘŀƛƴ ƻǊ ƘŀǾŜ ƴƻǘ ŦǳǊǘƘŜǊ ΨƎƭƻōŀƭƛsŜŘΩΦ The 
global market share of Germany and Austria declined between 1995 and 2001, but their share of EU-
27 exports has increased significantly while the share of CEE-5 economies (Visegrłd countries and 
Slovenia)  increased both in global markets and in EU-27 exports. 

As other pieces of research conducted under the GRINCOH project proved, in order to embark on a 
ΨƘƛƎƘ ǊƻŀŘΩ ƻŦ ƎǊƻǿǘƘ ŀƴŘ ŘŜǾŜƭƻǇƳŜƴǘΣ /99/ǎ ǿƛƭƭ ƴŜŜŘ ǘƻ ǳǇƎǊŀŘŜ ǘŜŎƘƴƻƭƻƎƛŎŀƭƭȅΣ ōƻǘƘ ŀǎ 
knowledge generators and knowledge users, as well as technology adaptors. The knowledge base for 
this step forward is either very sparse, or the policy discourse is dominated by EU-wide policy 
discourses that do not take the specificities of the CEECs into account. 

However, there is an inherent contradiction in the trade-off of EU RDI policy from a cohesion 
perspective ς the trade-off between European excellence and local relevance.  Innovation follows a 
natural pattern of concentration, and, if competing globally implies excellence, then it would be 
important to reward excellence at the European level, whatever the geographic origin of the activity. 
On the other hand, lagging regions may argue that playing the Ψexcellence gameΩ is unfair, because 
the playing field is not level. This policy dispute requires a much better understanding of this trade-
off in order to improve policy-making in this area.   

Table 5. Gross domestic expenditures on R&D in GDP (GERD/GDP) in CEECs 

Source: Eurostat 

Figure 8. Changes in shares of GERD/GDP in percentage points of GDP 2002-2012 

 
Source: Eurostat 
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Increases of GERD/GDP in Estonia, Slovenia and Czech Republic have been quite dramatic or well 
above the regional average increase of 0.4 percentage points. In these three countries, increases 
have been 1.3, 1.5 and 0.7 percentage points of GDP. In other CEECs, these increases were around 
0.2 percentage points. 

The changes in CEE are within the EU-28 range. The biggest improvements in R&D intensity among 
the EU-28 have taken place in Estonia, Slovenia, Portugal and Austria. Other CEECs are scattered 
across EU-28 spectrum including countries with relative declines in R&D intensity (Croatia, with 
Sweden and the United Kingdom) or marginal increases (Romania and France). However, generally 
despite the 2008 crisis investments in R&D in CEE have increased. These increases in CEE after 2008 
are largely due to EU support for R&D and innovation through Structural Funds. In that respect, EU 
funds are playing a very important counter-cyclical role in preventing further decline of GDP. It is 
interesting to note that the magnitude of spending on R&D does not necessarily translates itself into 
the GRDP growth and general economic performance ς among the countries which note 
improvements in R&D we find both the ones that are in an economic decline, and also those which 
perform very well. 

3.3 Scientific production 

A thorough analysis of scientific production measured by publications recorded in the Web of Science 
(WoS) indicates that the countries from Central and Eastern Europe, despite showing fairly consistent 
convergence trends, achieve noticeably weaker results than Western Europe in terms of R&D and 
scientific activity. The distance separating CEECs from the Western European average is lesser or 
greater depending on which indicators are analysed. Moreover, EU-10 countries also differ 
considerably from each other. However, none of them exceeds the EU-15 average in all analysed 
contexts. Generally speaking, the best runners-up behind Western Europe are Estonia, Slovenia, the 
Czech Republic and Hungary. The first two are relatively small economies which, in recent years, took 
a comprehensive, knowledge-based approach to economic growth. Meanwhile, the Czech Republic 
and Hungary possess a strong scientific tradition, which they have been able to maintain and even 
develop in recent years. The middle of the Central European league table for science and R&D is 
taken by Lithuania, Latvia, Poland and Slovakia. The weakest results are shown by Romania and 
Bulgaria. There is quite a clear relationship between the level of economic growth of a country 
(measured by GDP per capita, for example), or the wider level of socio-economic development 
(assessed using the Human Development Index created by UNDP, for instance), and indicators of 
R&D development. However, this relationship is two-way. It is true to say that development of the 
science sector influences socio-economic development, but the fact is that wealthier countries invest 
more in the R&D sector.  

Traditional measures of research and development activity ς expenditure on R&D relative to GDP as 
well as employment in R&D as a percentage of the population ς show that, in 2013, the EU-10 
averages were 57% and 56% of the EU-15 average respectively. In terms of the number of articles 
listed in WoS per inhabitant, this distance is somewhat greater: the EU-10 attained a level of 48% of 
the EU-15 average. However, if we set the number of publications against the number of 
researchers, it turns out that the EU-10 average is equal with the EU-15 average. Thus, we can 
assume that further growth in the number of publications in the EU-10 is unlikely without an increase 
in human resources in science. Scientists from Central and Eastern Europe have similar levels of 
output to their Western European colleagues, but there are proportionately fewer of them (relative 
to population potential). They have decidedly less funding at their disposal with which to finance 
research. This is also the reason why the relationship between R&D expenditure and the number of 
articles and citations differs to such an extent between the EU-10 and EU-15.  In the EU-10, this 
amounts to 34% (expenditure per article) and 53% (expenditure per citation) of the EU-15 average. In 
ǾŜǊȅ ǎƛƳǇƭƛŦƛŜŘ ǘŜǊƳǎΣ ǿŜ Ŏŀƴ ǎŀȅ ǘƘŀǘ /ŜƴǘǊŀƭ 9ǳǊƻǇŜŀƴ ŀǊǘƛŎƭŜǎ ŀǊŜ ǊŜƭŀǘƛǾŜƭȅ ΨŎƘŜŀǇŜǊΩ ǘƘŀƴ ǘƘƻǎŜ 
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from Western Europe, which can certainly be attributed to the fact that less costly research areas are 
involved, but also to the fact that remuneration for research in CEECs is significantly less.  

3.4 Innovation policies in the CEECs 

R&D policies have been greatly impacted by the reduction in public funding. Although research and 
innovation policies were protected between 2008 and 2010, maintaining funding levels has become 
difficult in recent years. Over the period 2008-2009/2010, only Romania and Latvia recorded a 
decrease in R&D budgets of more than 10% but this changed when looking at the 2011-2012/2013 
period when a negative trend also became apparent in Bulgaria, Hungary, Latvia and Slovenia. 
Slovenia, although cited as a positive example, has similarly been affected by the financial crisis and 
expects more pressure on its research and innovation policies in consequence.  

One consequence of the changes in national public research and innovation funding was that the 
importance of other sources has increased. The pressure on public funding led to more private-public 
partnerships in implementing research and innovation programmes. The emphasis therefore shifted 
towards the Structural Funds or other EU and international funding as more stable sources of 
financing. 

The strategies and setting of policy priorities during the crisis period do not appear to have resulted 
from a recession-driven perspective, rather there is an attempt to address the weaknesses of 
research and innovation systems as understood during of the programming of EU and domestic 
funding stages before the crisis. So, the crisis did not change substantially the national research and 
innovation policy mixes.  

Figure 9. Patent intensity of CEECs in the period 2000-2009 (patents per million inhabitants) 
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Overall, RDI policies are unable to contribute to convergence across the EU but will be factor of 
further divergence. CEE has been divided in this respect, with some countries  (Czech Republic and 
Poland) using RDI policies as a countercyclical mechanism for improving competitiveness while in the 
rest of the CEE this effect  is most likely to be insufficient.  The implication is that EU responses 
should be much more country-specific and recognise differences in the compensatory effects of EU 
Structural Funds. Also, this would require much better understanding of the different roles of RDI in 
different regions. 
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In spite of increases in GERD, the indicators at the national level suggest (except for a few 
economies) a rather weak development in the technological activities of CEE economies in 2000-
2009 compared with the period 1980-1989. Figure 9 shows the patent intensity (patenting per 
capita) of CEECs in 2000-2009 period.  

Among the traditional leaders of the period 1980-1990 in terms of patent intensity, only Hungary is 
able to maintain a leading position at half of its socialist patent intensity, behind Slovenia which has 
become the economy with increasing levels of patent intensity and an almost constant positive 
growth rate throughout the 2000-09 period. During the post-socialist period, the patent intensity of 
the CEECs (except Slovenia) has fallen further behind. So, economic recovery and catching-up during 
the 2000-09 period has not been followed by increasing patent intensity. CEE seems to have reduced 
its patenting activities drastically in absolute and per capita terms after 1990 and now maintains a 
stable level below the performance of the EU-15 and the former USSR. 

Low patent activity can - to some extent ς be explained by the fact that important differences exist 
between CEE-Convergence and non-CEE regions with respect to the role of localized knowledge flows 
and Framework Programme network learning in patenting. Knowledge transferred from FP networks 
positively influences the impact of FP research on regional innovation in CEE-Convergence regions. 
However, networks are not significant inputs to patenting in regions of the EU-15 Member States.  

With respect to the relevance of extra-regional localized knowledge flows (measured via FP research 
networks by the index of Ego Network Quality), localized learning is strongly important for the non-
CEE regions. However, only weak evidence for such impact exists for the Convergence regions 
located in Central and Eastern Europe. The interregional knowledge networks can substitute for the 
critical mass of localized resources for innovation in lagging regions. Strengthening research 
excellence and international scientific networking in lagging regions in CEECs could be a viable option 
to increase their regional innovativeness. Thus, furthering interregional knowledge network linkages 
in combination with other policies could form a base for a systematic support of regional 
development as suggested by the principles of the E¦Ωǎ reformed Cohesion policy. 

Innovation policies should become an even stronger part of Cohesion policy. They should reflect the 
national/regional specificities. However, as the GRINCOH study reveals, the CEECs innovation policies 
ǊŜŦƭŜŎǘ ƳǳŎƘ ƳƻǊŜ ΨǘƘŜ ōŜǎǘ ǇǊŀŎǘƛŎŜΩΣ ƴƻǘ ǘƘŜƛǊ ǎǇŜŎƛŦƛŎ ǘŜŎƘƴƻƭƻƎƛŎŀƭ Ǉƻǎƛǘƛƻƴǎ ŀƴŘ constraints. More 
ǎǇŜŎƛŦƛŎŀƭƭȅΣ ǘƘŜ ΨǎŎƛŜƴŎŜςŎƻƭƭŀōƻǊŀǘƛƻƴΩ ǇƻƭƛŎȅ-mix model can be found in the whole CEE group, based 
on the IUS criteria. It is the most common model followed by countries of very different 
technological levels. An unexpectedly high homogeneity of policy mixes was found, despite the 
relatively big differences between countries in technological and economic development and the 
differences with respect to the role of knowledge generation vs. knowledge absorption in their 
growth. The exclusiǾŜ ŦƻŎǳǎ ƻƴ ǇƻƭƛŎȅ ǘǊŀƴǎŦŜǊ ŀƴŘ ǘƘŜ ŘƛŦŦǳǎƛƻƴ ƻŦ ΨōŜǎǘ ǇǊŀŎǘƛŎŜΩ de facto precludes a 
ŎǊƛǘƛŎŀƭ ǳƴŘŜǊǎǘŀƴŘƛƴƎ ƻŦ ǘƘŜ ŦŀŎǘƻǊǎ ǘƘŀǘ ƛƴŦƭǳŜƴŎŜ ŀ ŎƻǳƴǘǊȅΩǎ ǘŜŎƘƴƻƭƻƎȅ ǳǇƎǊŀŘƛƴƎΦ 
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4. Demography, labour market, skills and social dynamics 

4.1 General demographic trends 

Central and Eastern Europe seems to be in the gravest demographic situation in the EU. It is 
hampered by a demographic crisis stemming from the decline in the number of births resulting in a 
negative natural increase in most countries. Only in Slovenia and Slovakia is the natural increase 
above zero, although there was a period of time when it was zero (fig. 10).  

Figure 10. Natural change of population ς crude rate 

 

Source: Eurostat 

A further important demographic factor is labour mobility. On the one hand, the EU shows much 
lower mobility than the US. On the other hand there are worries - but also positive expectations - 
about the extent and impact of cross-country mobility, i.e. of migration flows. The CEECs are an 
important region of origin of migrant workers, while the EU-15 is an important region of destination. 
Massive outmigration has had varied effects on the CEECs. It eased the situation on the labour 
market, since those who left would have faced difficulties in finding jobs within their countries. 
However, the loss of well-trained specialists appears to be one of obstacles to accelerating growth. 
Moreover, since the vast majority of the migrants seeking jobs in the EU-15 are a reproductive age, 
their disappearance puts even more stress on the unfavourable age structure of the CEECs.  

CEE is not yet attractive as a permanent location for migrants from other parts of the world. Due to 
net outmigration, which accelerated after EU accession (fig. 10), the population is declining in most 
of the CEECs (fig. 11). These processes result in constant ageing (fig. 12), faster than in other EU 
countries. The dependency ratio is also increasing due to growing numbers of older people, much 
faster that in the EU-15. 
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Figure 11. Population change (1989=100).    Figure 12. Median age of population. 

Source: Eurostat       Source: Eurostat 

Figure 13. Migrations in Europe 

 
Source: ESPON 

As a result, the CEE have a concentration of the most severe demographic challenges in the EU. 
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4.2 Declining fertility 

Demographic processes depend strongly on the readiness of women to have children. While in the 
Czech part of Czechoslovakia and in Hungary total fertility rates (TFR)2 had started from a relatively 
low level in 1989 (1.87 and 1.78 respectively), they were above 2 per cent in Slovakian part of 
Czechoslovakia and Poland (2.08 and 2.05 respectively). A continuous fall of TFR could be observed 
during the 1990s in all CEECs. TFR in the Czech Republic reached the record low of 1.13 children 
/woman in 1999, from when it slowly started to climb back reaching around 1.4-1.5 by the end of the 
decade. An especially sharp drop was experienced in Hungary between 1995 and 1997 (from 1.57 to 
1.37). This is the only country with no considerable development of fertility rates in the whole 
period: after a modest rise between 2003 and 2006, the total fertility rate fell to a new low of 1.23 in 
2011. An especially steep decline marked the development of fertility rates in Poland where TFR 
reached its lowest point in 2003 (1.22), alarming politicians about population concerns for the first 
time in Polish history.  

The reasons of these processes are manifold. The feeling of insecurity and costs of transformation no 
doubt prevented young families form having children larger numbers of children (three or more). 
Delayed marriage age and the age of woman of having a first child also had an effect on decreased 
fertility. The instability of the labour market might also have had an influence on the more acute 
competition between professional carries of a woman and giving birth to a child. 

Family policies and the promotion of female labour force participation might have played a role in 
reversing the negative trend, at least temporarily. However, mass emigration of young people and 
their families from the country contributes to the still very low TFR in Poland (1.3 in 2011). A similar 
trend can be traced in Slovakia with the lowest rate of 1.20 in 2000 and 2001,  since when there has 
been a steady increase to 1.45 children/women born in 2011  (fig. 14). 

Figure 14. Total fertility rates. 

 

Source: Eurostat (2013). 

                                                            
2 Total fertility rates stand for the number of children per woman aged 15-49. 
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CŜǊǘƛƭƛǘȅ ǊŀǘŜǎ ƻŦ ŀƭƭ ŦƻǳǊ ±ƛǎŜƎǊłŘ-countries have deviated from the EU trend in the early and mid-
2000s, and remained below the EU average (1.57 in 2011) throughout the period. Slovakia and the 
Czech Republic have, however, converged to the EU in recent years.  

4.3 Labour market 

Human capital is one of the keys to competitive advantage as a major determinant of both 
productivity and wages and macro-level outcomes like economic growth and employment.  Labour 
markets and education might facilitate social inclusion playing a vital role in the development 
processes of countries and regions; they also reveal important aspects of social differentiation, social 
exclusion and barriers in exploiting the regional and country-wide development potential that needs 
to be addressed by policy.  

Aggregate labour demand as well as the demand structure changed during the economic transition in 
the CEECs. Before the transition, CEECs were characterised by high overall employment and a small 
male-female employment gap. There was a marked drop in employment during the transitional 
recession in the 1990s in all countries; later on, there was large variation in the recovery of the 
labour market. Female employment dropped as a result of the transitional shock in most CEECs, and 
the recovery proved to be slow. As a result, despite a steady rise over the past 15 years, in relative 
terms female employment tended to decline in most CEECs compared to the EU-15 (fig. 15).   

After the outbreak of the economic and financial crisis, relative employment rates of men dropped 
between 2008 and 2010 in almost all countries (with the exception of the  Czech Republic and 
Poland), and female employment rates also dropped (with the exception of Poland).  The relative 
employment rates of men remained below the EU-15 average in nearly all CEECs. The exception was 
the Czech Republic where the employment rate of men was higher than the EU-15 average during 
the whole period.    

Figure 15. Relative employment rate by gender in CEECs (EU-15=1) 

  
Source:  Csillag ς Samu- Scharle, 2013.  Based on EU LFS data 

Over the period 2001-2011, female employment increased in Europe until the global recession 
began, at which point it stagnated at around 65-66 % between 2008 and 2011. The expansion of 
ǿƻƳŜƴΩǎ ŜƳǇƭƻȅƳŜƴǘ ƛƴ ǘƘŜ ȅŜŀǊǎ ōŜǘǿŜŜƴ нллм ŀƴŘ нллт ǿŀǎ ƳǳŎƘ ƳƻǊŜ ƳŀǊƪŜŘ ƛƴ ǘƘŜ 9¦-15 
than in the CEECs (6 percentage point as opposed to a 1.5 percentage point), so that the former 
advantage (of 3 percentage points) of CEECs turned into a slight disadvantage by the end of the 
period. Female and male employment were affected differently by the crisis; women were  more 
affected by cuts in their wages, whereas men by lay-offs. 
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Large differences can be observed in relative employment rates by educational attainment. The 
employment rate of those whose highest educational attainment is tertiary education was similar in 
the CEECs to the average employment rate of the EU-15.  Employment rates of those who have 
upper secondary education  was slightly lower, while there was a very large and  persistent lag in the 
employment rates of the undereducated (less than upper secondary education). 

Unemployment rates were generally falling across the EU until 2008 (fig. 16). In the following two 
years, the labour market situation of all EU regions worsened remarkably, and unemployment rates 
for the total working age population increased.  Among the CEECs, male unemployment rates  
declined in all countries compared to the EU-15 up to 2007/08.  The largest improvements were 
observed in Poland, Slovenia and Estonia, which had registered double-digit unemployment rates 
until 2005.  Relative unemployment rates of women also improved up to the onset of the crisis with 
the exception of Estonia. Over the entire period 1997-2011, unemployment was higher for women 
than for men in the Czech Republic and Poland, and with some exceptions in Slovenia and Slovakia. 
In all other CEECs, females were less affected by unemployment than men. The gaps became 
particularly large in the three Baltic States in the past couple of years due to the huge job losses 
during the crisis. However, also in Bulgaria and Romania, the incidence of unemployment was higher 
for men than for women.  

The problem of massive unskilled unemployment is a common and distinctive feature of the CEE 
labour markets. The gap between high and low educated people in terms of job prospects is nowhere 
as wide within the EU and the OECD as in the post-socialist countries of Central and Eastern Europe.  
The East-West mean differential in the unskilled employment to population ratios is significantly 
larger than the within-region variance 

Figure 16. Relative unemployment rates by gender in the CEE countries (EU-15=1) 

Source:  Based on EU LFS data 

Youth unemployment in the CEECs was , on average, about twice as high as the national average 
rates up to 2008, but the gap widened thereafter (particularly in the Czech Republic and in Slovakia). 
Romania was an exception with a youth unemployment rate three times higher than the overall rate 
from 2007 onwards, whereas the ratio was the lowest in Latvia. Slovenia managed to reduce its high 
youth unemployment that prevailed in the late 1990s through a strong rise in temporary 
employment, and high enrolment rates in tertiary education.  

Since the outbreak of the economic and financial crisis, the gap has remained almost unchanged in 
most CEECs, except in the Czech Republic and Slovakia where it increased, and in Lithuania where 
there was ŀ ƴŀǊǊƻǿƛƴƎ ƻŦ ǘƘŜ ƎŀǇΦ ¢ƘŜ ǎƘŀǊŜ ƻŦ ȅƻǳƴƎǎǘŜǊǎ Ψbƻǘ ƛƴ ŜƳǇƭƻȅƳŜƴǘ ƻǊ ŜŘǳŎŀǘƛƻƴκǘǊŀƛƴƛƴƎ 
(NEET)Ω ƛƴ ǘƘŜ ǘƻǘŀƭ ǇƻǇǳƭŀǘƛƻƴ ƻŦ ǘƘŀǘ ŀƎŜ ŎƻƘƻǊǘΣ ŘŜŎƭƛƴŜŘ gradually due to higher participation in 
education in the years before 2008, but increased considerably in many of the EU regions during the 
crisis.  In Bulgaria and Romania, about 23% of the population aged 15-29 years were without a job or 
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training in 2013. However, youth unemployment in the CEEC ς high as it is - is by far less dramatic 
than in the countries of Southern Europe.  

A severe constraint on the efficient use of labour resource in most of the CEECs is the low level of 
labour supply. Activity rates of men are well below the EU-15 average in all CEECs, and the activity 
rates of women are above EU-15 average, with the exception Romania, Hungary and after 2010 
Poland (fig. 17). 

Figure 17. Relative activity rates by gender in CEECs (EU-15=1) 

  
Source:  EU LFS data 

Before the crisis, some of the CEECs showed an increasingly efficient job matching process. 
Subsequently,  in some of the CEECs the unemployment rates and job vacancy rates both increased, 
a worsening of labour market matching occurred, and growing structural unemployment could be 
observed. A group of CEECs (Czech Republic, Poland, Latvia, and Slovakia) experienced no shift in 
unemployment and job vacancies, a fact consistent with their early economic recovery. In other 
countries, where this relationship worsened, it converged around a low level of job vacancy rates and 
a high level of unemployment, and an increase in job vacancies was accompanied by a weak decrease 
or even increase in unemployment (Bulgaria, Hungary and Slovenia). The possible causes of this are, 
on the one hand, growing mismatches in skills/educational qualifications required for jobs, growing 
regional mismatches and on the other hand increasing activity rates.  

During the crisis (2008-2010), the structure of labour market transitions changed remarkably. 
Unemployment not only rose due to an increase of inflows from employment to unemployment but 
particularly due to strongly declining outflow into employment. At the same time, transition rates 
from employment to inactivity declined and rose only slightly from unemployment to inactivity, 
which made the situation of jobseekers even more difficult. Thus, long-term unemployment 
(increasing unemployment to unemployment transitions) became more widespread.  In the short 
upswing period 2010-2011 for which data are available, there were no remarkable changes to the 
structure of labour market transitions. 

For young age cohorts (aged 15-29), job stability (employment to employment transitions) is in 
general lower compared to older age cohorts but it declined even more in the crisis. The chance to 
find a job fell considerably for the unemployed as well as for those finishing education. One reaction 
to the tense labour market situation of youngsters was to stay longer in education or move back to 
training.  

In the course of the crisis, the poorly educated were hit hardest by the economic downturn reflected 
in a substantial drop in employment stability, increased flows into unemployment and reduced 
probability of finding a job again if  unemployed. The probability of moving from education to 
employment dropped most for this group, and the persistence of unemployment rose for this group 
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more strongly than for the medium-educated. In general, young persons with tertiary education 
were still in a more favourable position in the labour market compared to those with secondary 
education. However, their relative position deteriorated somewhat vis-Ł-vis medium-educated 
persons.  

An increase in employment to unemployment transitions took place in Poland and South Europe, and 
the persistence of unemployment increased in Bulgaria, Romania and South Europe. For the highly 
educated, employment stability decreased only in Bulgaria, Romania and South Europe. and 
transitions from employment to unemployment increased only in Bulgaria, Romania and the Baltic 
States. The persistence of unemployment increased for this population group only in South Europe. 
For the highly educated, employment stability decreased only in Bulgaria, Romania and South 
Europe, and transitions from employment to unemployment increased only in Bulgaria, Romania and 
the Baltic States. The persistence of unemployment increased for this population group only in South 
Europe.  

The employment rate of people with disabilities was found to be markedly lower in the CEECs as 
compared to the EU-15, and the gap remained practically unchanged between 2002 and 2011. 
Employment was somewhat higher for men, younger age groups and those with higher educational 
attainment in both parts of Europe, pointing to a considerable incidence of multiple labour market 
disadvantages.  The decomposition revealed a mixture of opposing, but mainly age-related effects 
behind the seemingly stable difference between disabled employment rates in the two regions. The 
CEECs were rather slow to improve policies that support the labour market integration of disabled 
people. 

4.4 Policies of the labour market 

The CEECs had introduced similar institutions as the EU-15 Member States, with some differences 
between countries. In the CEECs, both passive and active labour market policy measures relative to 
the GDP have been below the EU-15 level. In 2010, expenditures varied between 0.58% in Bulgaria 
and 1.34% in Hungary, while the respective value in the EU-15 was exceeding the 2% mark. After 
2010 the expenditures on labour market policies decreased in all CEECs, but Bulgaria.  In 2012, the 
latest year for which data are available, expenditures on labour market policies (ALMP) as a percent 
of GDP was the lowest in Romania (0.29%) and the highest in Hungary (1.14%) among CEECs. The EU-
15 average was 2% in the same year (see fig. 18).  

Unemployment benefits schemes in the CEECs are characterised by high initial replacement rates 
(dropping remarkably in the first year of entitlement), limitations in terms of their benefits level and 
duration, low coverage and restricted access. Moreover, the role of Public Employment Services 
(PES) and the range of available services are not very developed, with limited monitoring or 
obligations to participate in activation strategies. While unemployment assistance is very uncommon 
in the CEECs ς with the exception of Estonia, Latvia and Hungary - the unemployed can draw on 
substantial means-tested income support provided by housing and social benefits. The CEECs tend to 
spend on PES services less than half of what EU-15 countries do. It also appears that those EU-15 
countries that enacted stricter job search monitoring rules tend to spend more on PES services than 
those with relatively lenient rules. No similar pattern is found in CEECs. It is also worth noting that, 
while quite naturally countries with higher registration rates tend to spend more on PES services, this 
does not apply to stricter EU-15 countries. 
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Figure 18. Expenditures on Labour Market Policies, in per cent of GDP.  

 
Source: Eurostat DG EMPL data 

Throughout the past decade, there have been numerous changes in the unemployment insurance 
schemes in the CEECs. In Bulgaria, the Czech Republic and Romania, four or more changes have 
occurred in the period 2001-2012. The revisions of the unemployment schemes, especially the 
tightening of the eligibility criteria, but also active labour market policy measures contributed to a 
reduction in the share of unemployment benefits recipients in most CEECs in the past two decades. 
In Poland and Hungary, about 80% and 60% respectively of registered unemployed were entitled to 
unemployment benefits in 1990, while in 2011 the respective shares shrank to 16.5% and 19%; in the 
Czech Republic, Hungary and Romania, the shares were cut by half while it increased somewhat in 
Slovenia. In 2011 the shares of unemployment benefits recipients among all unemployed varied 
between 10% in Slovakia and 40% in Romania.  

During 2004-2012 in the CEECs, (with the exception of Poland in 2010) expenditures on active labour 
market policies  (ALMPs) as a percent of GDP were below the EU-15 level. With the exception of 
Bulgaria and Romania, all countries of the region reported rising expenditures on ALMPs after the 
outbreak of the economic and financial crisis. In 2012, the last year for which data are available, the 
share of  ALMP expenditures in GDP varied between 0.03% in Romania and 0.61% of GDP in Hungary. 
During the crisis in some countries major shifts were observed from active to passive measures, with 
the most dramatic in relative and absolute terms recorded in Bulgaria, where rising expenditures for 
unemployment benefits have largely crowded out spending on active measures. Remarkable shifts 
were also reported in Lithuania and Slovakia. Over that period, the CEECs used mainly EU funds for 
financing ALMPs, the European Social Fund in particular. The priorities of ALMPs differ from country 
to country; while in the Czech Republic and Poland they supported employment and rehabilitation, 
Hungary focused on employment incentives and Slovakia on direct job creation. 

Activation policies are targeted at people of working age who are not in work, but who could 
potentially work and are in unemployment benefit or sometimes on social assistance or disability 
benefit. Policymakers in the CEECs have taken varied approaches to the activation of non-employed 
persons, and while there has been a move towards stricter eligibility criteria and a larger emphasis 
ƻƴ ƧƻōǎŜŜƪŜǊǎΩ ƻōƭƛƎŀǘƛƻƴǎ ǎƛƴŎŜ ǘƘŜ ȅŜŀǊ нлллΣ ƭŀǊƎŜ ŘƛŦŦŜǊŜƴŎŜǎ ƛƴ ǇƻƭƛŎƛŜǎ ǇŜǊǎƛǎǘΦ  In broad terms, 
the behavioural conditions of unemployment benefits follow Western European standards in all 
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CEECs, but with considerable variation in the details of activation rules and most probably in the 
implementation as well. 

Statistical analysis by the project team concluded that a combination of high spending on Public 
Employment Services and strict monitoring of job search yield high search intensity, irrespective of 
the coverage of registration requirements. This is an effective strategy, to the extent that high search 
intensity yields high reemployment rates. At the other extreme, limited registration requirements 
and low spending on PES yield low search activity, even if job search monitoring is strict. In-between 
activation approaches appear to yield mixed results.  

The overall evaluation of labour market policies provides the following ranking of CEECs according to 
the quality and effectiveness of these policies:  Poland, Czech Republic, Estonia, Slovenia, Latvia, 
Slovakia, Lithuania, Hungary, Bulgaria and Romania. The results also show that there is no good 
labour market policy without public administration in general being effective. Differences in whether 
left-wing or right-wing parties ruled governments, and whether the country is more or less open to 
trade, do not seem to matter that much in the CEE region (the role of political denomination on 
economic growth will be also discussed in chapter 7). It is likely that a serious social challenge in the 
shape of serious long-term unemployment is necessary to provoke the response that is decent 
quality labour market policy.  

4.5 Education and skills 

As discussed earlier, weak basic skills might contribute to low employment probabilities of certain 
groups in the CEECs. International student achievement data indicate weaker basic skills in most of 
the CEECs compared to Western and Northern European countries. Nevertheless, there are marked 
differences across CEECs concerning changes in student performance. While in some CEECs (Poland, 
Latvia) student performance improved  in all skill categories ς literacy, numeracy, science - in others 
student performance deteriorated significantly (Czech Republic, Hungary, Slovenia). The 
deterioration in the latter group could be observed not only with respect to average results; on the 
one hand, there is a growing share of students whose skills are  insufficient and on the other hand a 
decreasing share of students whose achievement is above average. It seems feasible that these 
differences are ς at least partly ς due to different education policies the countries adopted.  

All CEECs provide a mix of tracks in their secondary schooling: general secondary schools; a higher 
level of vocational secondary schools (technical schools or vocational secondary schools); and a lower 
level of vocational schools including apprenticeship programmes. General secondary schools and 
higher level vocational schools give students the right to follow their studies in any form of higher 
education. The vocational path used to dominate over general secondary education at the beginning 
of the 1990s in all CEECs with the exception of Estonia and Lithuania. Although enrolment in the 
lower level of vocational education decreased substantially in the subsequent decade in all countries, 
15-20% of an age cohort is still enrolled in the lower level of vocational education. The lower level 
vocational tracks without any follow-up courses normally gives students access solely to the labour 
market, so the effectiveness of training is of considerable interest. 

A study of the educational systems of the Czech Republic, Slovakia, Hungary and Poland revealed 
that the fragmentation of municipalities and schools may cause difficulties in effective school 
management, and this might be one of the reasons for declining student performance in the Czech 
Republic.  Also, a restrictive approach to tracking and late profiling of further educations seem to be 
a better choice than relaxed and early tracking. Moreover, student performance strongly depends on 
teaching quality. Among CEECs, relative teacher wages are more attractive in Slovenia and Poland 
than in other CEECs. All these factors explain the success of Polish students in PISA performance tests 
.  
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A specific feature of the transition in CEEC education systems was the dynamic increase of demand 
for university education. The proportion of the population attaining tertiary education qualifications 
has increased considerably in the young age cohorts although there were some differences between 
particular countries. Among the CEECs, higher educational attainment has increased the most in 
Poland and the Baltic states while, in Romania,  the Czech Republic, Slovakia and Hungary the 
increase was moderate and in the latter group the share of higher educated is still below the EU 
average. 

Growing demand for higher education was a consequence of increasing returns both in terms of 
wages and in terms of relative employment probabilities. There have been net private returns to 
tertiary education in all CEECs, but Estonia is above the EU average. However, it has to be 
remembered that the quality of higher education, especially at the level of graduate studies, is 
weaker than in the European top universities. The number of Ph.D. graduates in STEM disciplines also 
remains insufficient for building up modern science-intensive industry in the CEEC economies 

During the transition period in the CEECs, employers withdrew from the provision of training 
opportunities. The loss of the links between employers and the training system has led to alteration 
of the basic curricula, and the divergence of taught material and up-to-date requirements of the 
workplace, and it has meant that obtaining workplace-based practical training for students has 
become a challenge. Poland is the only country with a sizeable and distinct apprenticeship sector. 
Smaller apprenticeship arrangements are present in Latvia and Slovenia, organized through craft 
chambers, and half of the relatively low number of Hungarian basic vocational school students have 
individual contracts with employers for their work experience. A number of countries (Estonia, 
Lithuania and Romania) have recently introduced regulations to recognize apprenticeship as an 
educational form, but take-up so far seems very limited.  

Participation in adult training and educational activities in the CEECs lags behind that in Western and 
Northern European countries, with a few exceptions. The east-west differences are present for the 
employed, the unemployed and the inactive population. The most notable differences in training 
participation are related to educational attainment. More education goes together with more 
training. This is in line with standard human capital theory: more able people invest more in 
education, and they are expected to do so beyond the age of schooling, as well.  However, the 
relative differences are strikingly high in the CEEC group. In this group, training participation of those 
with a higher education degree is on average ten times of that of the low skilled, and three times 
higher compared to those with a middle level education. There is substantial variation within the 
CEECs. In the Czech Republic, Estonia and especially Slovenia training is on the Western European 
level. At the other extreme, it is almost negligible in Romania and Bulgaria. The mean in the East and 
South group is below the half of that in the West. 

4.6 Ethnic minorities 

With the exception of the Roma population, the CEECs do not have severe ethnic tensions. However, 
large ethnic disparities are among the most severe impediments to social cohesion. In Central and 
Eastern Europe, the most disadvantaged ethnic minority are the Roma.  

¢ƘŜ estimated Roma population in CEECs amounts to slightly over 4 million, with the shares in 
particular courtiers as follows: close to 10% in Bulgaria and Slovakia, between 4-7% in Hungary, 
Macedonia, Romania and Serbia, and around 2% in the Czech Republic. The Roma constitute one of 
the largest and poorest ethnic minorities in Europe.  The employment rate among the Roma aged 20-
64 was only between 20 and 30% in most East Central European countries. While labour market 
discrimination is likely to play a role, it is unlikely to explain such low levels, and the role of skills in 
the ethnic employment gap is also significant.  
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According to the results, 15-85% per cent of the educational achievement gap is explained by lower 
incomes among the Roma, and 35-100% is explained by lower incomes and lower parental 
education. 50% or more of the achievement gap is explained by the income measure in Bulgaria, the 
Czech Republic, Slovakia and Hungary, around 30R is explained in Romania. Also, ŘƛǎŀŘǾŀƴǘŀƎŜǎ ƛƴ 
ǘƘŜ ƘƻƳŜ ŜƴǾƛǊƻƴƳŜƴǘ ǘƘŀǘ Ǉƭŀȅ ŀ ƪŜȅ ǊƻƭŜ ƛƴ ǘƘŜ ǎŎƘƻƻƭ ǇŜǊŦƻǊƳŀƴŎŜ ƎŀǇ ŀǊŜ ƭŀǊƎŜƭȅ ŜȄǇƭŀƛƴŜŘ ōȅ 
ǎƻŎƛŀƭ ŘƛŦŦŜǊŜƴŎŜǎΦ 9ǘƘƴƛŎƛǘȅ Ǉƭŀȅǎ ƴƻ ŀŘŘƛǘƛƻƴŀƭ ǊƻƭŜ ƛƴ ǘƘŜ ǎƛƎƴƛŦƛŎŀƴǘ ŎƻƎƴƛǘƛǾŜ ŘƛǎŀŘǾŀƴǘŀƎŜǎ 
ŀǎǎƻŎƛŀǘŜŘ ǿƛǘƘ ǘƘŜ ǇŀǊŜƴǘƛƴƎ ƻŦ wƻƳŀ ŦŀƳƛƭƛŜǎΤ ǘƘŜǎŜ ŘƛǎŀŘǾŀƴǘŀƎŜǎ ŀǊŜ Ŧǳƭƭȅ ƻǊ ŀƭƳƻǎǘ Ŧǳƭƭȅ 
ŜȄǇƭŀƛƴŜŘ ōȅ ǇŀǊŜƴǘǎϥ ƭŀŎƪ ƻŦ ŜŘǳŎŀǘƛƻƴΣ ǇƻǾŜǊǘȅΣ ŀƴŘ ǊŜǎƛŘŜƴǘƛŀƭ ŘƛǎŀŘǾŀƴǘŀƎŜǎΦ 

It cannot be foreseen that in a short run the Roma population will be integrated with the respective 
societies in the countries where they live. However, Cohesion policy should be helpful in providing 
more education and assistance on the labour market for this disadvantaged ethnic group. 

5. Social Cohesion and Social Policies 

5.1 Inequalities 

Social cohesion is one of the most important goals of European integration. It creates the conditions 
for smooth economic development, welfare improvements for countries and households and for 
well-being of the societies in the Member States. The goal of greater social cohesion was an inherent 
element of the Lisbon agenda and dropping it has weakened Lisbon targets such as the knowledge-
based society and more and better jobs. Social protection was especially important in times of 
economic downturn when it could defend people against poverty and could maintain social 
integration important for a proper use of human resources for the sake of economic recovery. 

The research revealed that in a European context income inequality (measured by the Gini index) is 
quite low in most Central European and Scandinavian countries, and it is highest in some East 
European Member States (Latvia, Lithuania and Bulgaria), as well as in South European countries 
(Portugal, Spain and Greece) and the United Kingdom.  Inequality in other measured dimensions, like 
the health status of households and housing, showed above-average levels in the CEECs (except for 
Slovakia, Slovenia and the Czech Republic in the case of the housing indicator). With respect to 
household educational attainment levels, inequality is quite low in Central European and 
Scandinavian countries, but also in the Baltic States, and the differences are much more pronounced 
in the South European countries (fig. 19). 

Figure 19. Gini indices and poverty rates of disposable household income per capita. 
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Regarding income inequality, the CEECs comprise different subgroups, the first consisting of the 
Czech Republic, Slovenia, Slovakia and Hungary, which very much resemble the features of 
Scandinavian/Central European  countries. Relatively low income differences between households 
are mostly driven by disparities in labour market participation. However, in these CEECs differences 
between rural and urban regions are an additional driver of income inequality. The highest levels of 
income inequality in the EU are to be found in Latvia, Lithuania and Bulgaria, while Estonia, Poland 
and Romania also have levels above the EU-27 average. This group of CEECs resembles features 
comparable to the South European countries. Their higher levels of income inequality are, apart from 
differences in labour market participation, driven by variations in educational attainment. 
Furthermore, rural households have on average lower income levels compared to those in the urban 
areas. The analysis of poverty levels and their decomposition did not deliver additional insights. 

With respect to income and multidimensional inequality, the CEECs comprise at least two distinct 
groups of countries. The first consists of the Czech Republic, Slovakia and Slovenia which feature low 
levels of inequality in all attributes (except for our constructed indicator of conditional health status) 
when compared with the rest of the EU. The second group comprises Bulgaria, Romania, Poland, 
Latvia and Lithuania and has, according to all attributes (except for educational attainment levels), 
inequality levels at the upper end of the ranking of EU countries. The two countries in-between are 
Hungary and Estonia, the first featuring low levels of income inequality, but quite high levels of 
inequality in  indicators of health and housing. Estonia, although having a high level of inequality 
under the housing indicator and a level of income inequality resembling the EU average, features a 
low level of inequality according to educational attainment of households.  

The household employment rate has proved to be the most important driver of income inequality in 
the whole of the EU. The second most influential factor are differences in the educational attainment 
rate of the head of the household; in the CEECs they are particularly high in Bulgaria, Latvia, Poland 
and Romania. In all European countries, the combined effect of gender and age explains just a small 
part of overall inequality levels. The same is the case for differences between urban and rural areas 
in most of the EU countries. However, in Poland, Bulgaria and Romania, the regional differences are 
the remarkable additional drivers of the level of income inequality. 

The indices of income inequality conditional on GDP per capita showed significant correlations with a 
number of social indicators. Higher inequality tends to lead to a worsening of social outcome 
variables, like life expectancy at birth (still lower by several years in the CEECs than in the Western 
Member States), infant mortality rates, death rates for assault and heart attack, homicide rates, 
robbery rates, rates of domestic burglary, rates of youngsters (age 15-24) not in employment, 
education or training (NEET) and rates of early leavers (age 18-24) from education. 

The results often differ in magnitude for the CEECs regions and other Member State regions, i.e. 
higher inequality levels have a stronger impact on social outcomes in the CEECs regions compared to 
the EU-15 regions. However, the relationship between inequality and social outcomes is, as 
expected, almost always a negative one. For the CEEC regions, we obtained one counter-intuitive 
result for theft rates of motor vehicles, which correlated negatively with poverty rates. 

Conditional significant correlations with satisfactorily high explanatory power for at least two of the 
three inequality indices (Gini index, poverty rate and income quintile share ratio) were found for the 
CEECs for life expectancy and homicide rates, for NEET  rates and early leavers from education. These 
findings again underline the importance of better social cohesion for the development of the CEECs. 
They clearly indicate that the lack of social cohesion (defined here as inequality and poverty) is 
weakening - beside several other social qualities - labour market participation - one of the 
outstanding social potentials of growth. 

It may be concluded that during and following the crisis, inequalities decreased in Poland, Latvia, 
Romania and the Czech Republic while they grew in Hungary, Estonia and slightly in Slovenia, 
Lithuania and Croatia. This means that in some of the CEECs with relatively higher inequalities, like 
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Poland, Latvia, Romania and Bulgaria, these inequalities decreased during and after the crisis, while 
countries with relatively lower inequalities, like Hungary, Slovenia and Slovakia had seen growing 
inequalities during and immediately after the crisis. In the post-crisis period, inequalities continued 
to grow in Lithuania and Estonia, already representing higher inequality levels among CEECs (fig. 20). 

Figure 20. Changes in Gini coefficient, 2008-20133 

5.2 Social services and policies 

There are several dimensions of social cohesion besides the income level of households. These 
dimensions relate both to the state of different features of population and to the level of 
development of social services, as well as to social policies. 

Redistributive policies aimed at reducing income inequality might lead to several improvements in 
the sphere of social cohesion: bettering of population health; general positive spill-over effects in the 
form of lower crime rates; and increased activity and participation rates of youngsters in education. 
Although the effect of GDP per capita is mostly stronger for the CEECs than in the case of the EU-15, 
the slopes of the conditional correlations of the inequality indicators also tend to be steeper. This 
suggests that for the CEECs it is not only the absolute growth of GDP levels that should be expected 
leads to better outcomes in population health and other social phenomena. More redistributive 
policies would most probably lead to improvements particularly in those countries. Concerning 
population health this is no surprise since total health expenditures as a share of GDP are on average 
lower in the CEECs compared to the EU-15. Thus, it is even more important in the CEECs how scarce 
resources are distributed. However, this dramatic situation in health should not be simplified only to 
the issue of funding ς it is a more complex structural problem due to earlier forms of 
industrialisation, to the lack of developed services, and to a high share of the hidden economy with 
lasting impact on social and human resources. 

In a situation of declining population and low propensity for having children, policies aiming at 
supporting families deciding to procreate are an important element of social policy. The άchild 

                                                            
3 Annual Growth Survey, Third Report, 2015 (published on December 11th 2014 on:  http://www.Iags-
project.org ) p. 85. 

http://www.iags-project.org/
http://www.iags-project.org/
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ǇŜƴŀƭǘȅέΣ ŘŜǎŎǊƛōŜŘ ƘŜǊŜ ŀǎ ǘƘŜ ŘƛŦŦŜǊŜƴŎŜ ōŜǘǿŜŜƴ ǘƘŜ ƭŀōƻǳǊ ŦƻǊŎŜ ǇŀǊǘƛŎƛǇŀǘƛƻƴ ƻŦ ƳƻǘƘŜǊǎ ŀƴŘ he 
childless, is especially big in the Czech Republic, Slovakia and Hungary where maternal employment 
was 27-28% in 2012, which is just half of that of female employment (around 56% ƛƴ ǘƘŜ ±ƛǎŜƎǊłŘ 
states). The Czech Republic, with relatively high female employment and (despite a considerable 
increase recently) still the lowest maternal employment rate, exhibits the greatest difference 
between employment rates of women and mothers with children below the age of four (35% in 
2012). Poland, on the other hand (alongside with Romania) has the highest rate of maternal 
employment (50% of all mothers) ς a rate similar to the employment rates of Spain and the UK. 
However, in Poland and Romania this is mostly due to relatively high employment in agriculture. The 
child penalty is much smaller in this country with a mere five per cent difference between female and 
maternal employment rates in 2012.   

Lƴ ŀƭƭ ŦƻǳǊ ±ƛǎŜƎǊłŘ ŎƻǳƴǘǊƛŜǎ ό/ȊŜŎƘ wŜǇǳōƭƛŎΣ IǳƴƎŀǊȅΣ tƻƭŀƴŘΣ {ƭƻǾŀƪƛŀύΣ ǘƘŜǊŜ ǿŀǎ continuous 
volatility and thus unpredictability of family policy systems during the 2000s. At the same time, there 
were important shifts towards increased flexibility in leave systems as well as child-care services. 
However, such changes often happened only at the level of legislation with limited implementation 
and thus a lack of plausible positive development in the actual outcomes.  In the Czech Republic and 
Slovakia, the intended effects of the proposed changes were blocked by the scarcity of child-care 
services for children under the age of three. The research found that, in Poland, developments have 
become less hectic and more carefully planned since the mid-2000s, recent reform steps providing a 
ǇƻǎƛǘƛǾŜ ŜȄŀƳǇƭŜ ƻŦ ŀ ƎǊŀŘǳŀƭ ǎƘƛŦǘ ƛƴ ǘƘŜ ŘƛǊŜŎǘƛƻƴ ƻŦ άƻǇǘƛƻƴŀƭ ŦŀƳƛƭƛŀƭƛǎƳέ ŀƴŘ ǘƘǳǎ ƛncreasing the 
choice of parent to care for small children. However, despite massive development, nursery 
attendance has remained rather low (below four per cent in 2013). Paternal involvement is still 
minor. Hungary has been found to be less open to experiment with new solutions concerning care 
ŦƻǊ ǎƳŀƭƭ ŎƘƛƭŘǊŜƴ ǎƘƻǿƛƴƎ ŀ ΨŦǊƻȊŜƴέ ǎȅǎǘŜƳ ƻŦ ŦŀƳƛƭȅ ǇƻƭƛŎƛŜǎ ǿƛǘƘ ǘƘŜ ƘƛƎƘŜǎǘ όŀƴŘ ǎƭƻǿƭȅ 
increasing) share of children below the age of three attending child-care services (around 13%). 

In general, the differences and similarities among the CEECs in the variety and intensity of social 
problems are partially due to their historic heritage (path-dependency), but some divergence among 
them can be related to their different policy responses to the multiple social challenges (path 
creation) they faced during the past 25 years. Such gradual divergence on certain social protection 
fields was found in frame of the GRINCOH project concerning labour market policy interventions, 
activation measures, family and gender policies, and in reforms of employment rehabilitation 
services especially following the 2008 crisis. 

Most of the comparative literature indicates, as a specific feature, that despite the survival of the 
principles of more comprehensive social protection until the нллу ŎǊƛǎƛǎΣ ǘƘŜ άǇƻǎǘ-communist 
ǿŜƭŦŀǊŜ ǎǘŀǘŜέ ǊŜƳŀƛƴŜŘ ǊŀǘƘŜǊ ǿŜŀƪ ŘǳŜ ǘƻ ƭƻǿ ǎƻŎƛŀƭ ōŜƴŜŦƛǘ ƭŜǾŜƭǎΣ ƭƻǿ ƳƛƴƛƳǳƳ ǎŀƭŀǊƛŜǎ ŀƴŘ ǘƘŜ 
low share of GDP spent on social protection. As limitations to applying better policy solutions, the 
relatively high level of the shadow economy is often cited in the literature as limiting public resources 
for benefits and services while countering also the scope to reduce poverty by activation policy 
means. The project findings indicate that the implementation of social welfare reforms often 
revealed a lack administrative and organisational skills of public policy-makers who were unable to 
set up and support cooperative institutions of independent actors ς of NGOs for example - to deliver 
services in frame of the planned reforms. 

Social policy mixes in different fields of social protection (in family policies, rehabilitation policies, 
labour market inclusion and activation, childcare, etc.) are composed of transfers to combat the 
immediate effects poverty and of complex services that help people not only to solve their individual 
problems, but to become integrated members of more cohesive and developing societies. As for 
transfers (benefits, allowances, assistance), the CEECs are getting less generous partly due to fiscal 
pressures, and partly with the intention of stimulating more employment participation. However, the 
still weak capacities of the different social services and their unequal accessibility and quality ς from 
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employment services to childcare, from rehabilitation services to education and training ς make 
complex policy mixes incomplete and inefficient in the CEECs.  

6. Regional transformations and spatial patterns 

6.1 Convergence-divergence interplay. Metropolisation 

Along with a process of convergence of the CEECs with the EU-15 Member States, a weak regional 
convergence in GDP per capita could be observed across the macroregion. In 2008, it was reversed 
due to diversified trajectories that shaped the reactions of particular CEECs to the financial crisis. 
However, regional convergence came back after the crisis was overcome (fig.21).  

Figure 21. Coefficients of variation (in percent),  NUTS3 of  all CEECs countries, 1995-2010 

 

 

Figure 22. Coefficients of variation (in percent), NUTS3 of particular CEECs countries in 1995-2010 

 
Source: Eurostat. 

The overall regional convergence across the CEECs should not, however, mislead. When we look 
inside particular countries we find that - as in the case of the regions of the EU more generally -  the 
general regional convergence was driven by country convergence which appeared to be a stronger 
process than within-country regional divergence. This process of internal regional divergence has 

All regions       Capital city regions excluded 
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been, to a great extent, spurred by metropolisation: the highest developed regions grew the fastest, 
thus increasing intra-national regional differentiation. The disparities between non-capital regions of 
particular countries were narrowing, which could suggest the existence of club convergence, a 
process whereby the income levels with similar structural characteristics tend to become equalised 
(see fig. 22).   

Most countries demonstrated some tendency for regional polarisation of development processes, 
although the situation in that regard in the smaller countries was rather stable. In addition to the 
capital city regions, the regions of other large cities represented a robustly developing group of 
regions, a feature that was particularly visible in the countries with polycentric settlement structures 
such as Poland and Romania, which can point to the considerable role of metropolisation processes 
in regional development (fig. 22). There were also some problematic areas, characterised by low 
rates of growth or even economic stagnation in some cases. As a rule, these were rural regions, most 
of them located near the outer, eastern external border of the macroregion as well as internal 
borders which were difficult to penetrate owing to the existing physical barriers (e.g. the areas at the 
Romanian-Bulgarian border along the Danube).  This is manifested by the typology comprising the 
level of development (regional GDP per capita in 2000) and growth of regional GDP in the period 
2000-2008 of the CEECs regions (NUTS3) is presented on fig. 23. 

Figure 23. Dynamics of  GDP per capita in the capital city regions (NUTS3) 

 
Source: Eurostat. 

Figure 24. Ratio of GDP per capita between metropolis (MA) and its outer regional hinterland  

 
Source: Eurostat. 
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As a result, the difference in the level of development (measured by GDP/capita) between the 
metropolitan region (NUTS3) and its immediate hinterland is growing in most CEECs, especially fast in 
those relatively less developed (Bulgaria and Romania), and the slowest in the highest developed 
Slovenia (fig. 24). However, in some cases the growth of inequalities was halted (and even decreased 
in the Warsaw macroregion in recent years) which indicates that the spatial scale of the diffusion 
processes has increased. The process of increasing disparities slowed down after 2004 in all 
macroregions which can, among other factors, be explained by direct and indirect effects of the EU 
membership. 

The typology comprising the level of development (regional GDP per capita in 2000) and growth of 
regional GDP in the period 2000-2008 of the CEECs regions (NUTS3) is presented  in fig. 25. 

Figure 25. Types of regions in terms of level of development and GDP Dynamics, 2000-2008. 

 
Source: EUROSTAT 

6.2 The crisis and regional development 

The capital city regions were the least severely affected, whereas other types of regions were 
characterised by patchy economic decline and recovery. As an ESPON study conducted for the whole 
European space at the level of NUTS2 reveals, until 2011 in CEE only Polish regions have displayed 
either resilience to the crisis or recovery after some decline (or rather slowdown of growth), while all 
other CEE regions, in spite of an upturn in economic performance, have not fully recovered from the 
recession (although some Czech regions are in a better situation). It can be assumed that in the 
countries that noted fast growth after 2011 the regional situation should be currently better, 
although several regions in lower income classes will not be able to get out of a άǇƻǾŜǊǘȅ ǘǊŀǇέ ƛƴ 
which they have been stuck for decades, if not centuries. 

Fig. 26 presents resilience in the face of the crisis for all European regions. We can clearly see that 
the general picture is a joint product of both national and regional resilience to the crisis, and the 
national patterns seems to be the more influential of these two dimensions. 

 








































