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ECONOMIC FORUM IN KRYNICA

The Institute for Eastern Studies is an independ-
ent non-governmental organisation committed to 
promoting dialogue between European countries.

Our flagship project is the Economic Forum in 
Krynica which has become a major economic 
event in Central and Eastern Europe over the last 
quarter-century. 

Each year, this prestigious conference is attended 
by high-level representatives of business, politics, 
academia and NGOs. 

The event has a long tradition of bringing together 
leaders from Central and Eastern Europe, Western 
Europe, Asia and America. 

Over the years, the Economic Forum in Krynica has 
become one of the largest and most thematically 
comprehensive conferences in Europe, with approx. 
4,000 delegates from 60 countries in 2017.

We organise a range of high-profile events:
	 Economic Forum,
	 European Congress of Local Governments,
	 Europe – Ukraine Forum,
	 Industry Forum,
	 Investment Forum.

www.economic-forum.pl

SGH CREATES LEADERS

SGH Warsaw School of Economics is an innova-
tive economic university that develops intellectual 
potential and creates leaders in response to the 
challenges of the future. It is an influential, globally 
recognised centre for academic research, new 
ideas and initiatives undertaken by the academic 
community and alumni, as well as by business 
representatives, NGOs and public administration. 
As an autonomous and socially responsible univer-
sity, SGH Warsaw School of Economics promotes 
ethical citizenship through its teaching, research 
and social engagement activities.

SGH Warsaw School of Economics is one of the 
universities most involved in the business milieu. 
They have been working together  since the 1990s 
of the 20th century, as good education in economic 
faculties needs to be based not only on the state-
of-the-art knowledge, but also on its application 
in business practice and the public sphere. Entre-
preneurs, academics and students benefit from 
educating well-qualified individuals, being able to 
perform their professional duties both individually 
and in teams. 

The university, as a leading centre of competences in 
the area of economics, data analysis and economic 
law, conducts research and prepares expert opinions 
contracted by enterprises, public institutions and 
local government units.

www.sgh.waw.pl
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Economic 
Challenges  
Facing Central  
and Eastern 
Europe

The third area is low-emission development strategies in 
Central and Eastern Europe countries and their implications. 
The following chapter deals with demographic changes, par-
ticularly in terms of the labour market and social care as well as 
the pension system reform. 

The fifth area discusses challenges involved in closing tax 
system loopholes. We have considered opportunities for sealing 
the tax system as a priority for an efficient state and shed more 
light on the problem of VAT non-compliance in the countries of 
Central and Eastern Europe. The final part of the report is de-
voted to social challenges, chiefly connected to the situation of 
households. 

I very much hope our Report will pertinently address 
many of the nagging questions or at least become a stimulating 
contribution to pose some new ones. 

Full report text to be found at www.sgh.waw.pl/krynica2018.

T
his publication presents conclusions and selected ex-
cerpts of the report titled “Economic Challenges Fac-
ing Central and Eastern Europe” which was prepared 
by experts of SGH Warsaw School of Economics for 
the 28th Economic Forum in Krynica. 

SGH has long-time experience in creating expert opinions, 
economic and legal analyses for purposes of the private sector, 
public institutions and local government units. We provide da-
ta and their interpretations to entrepreneurs, decision-makers 
and the media. Some of our activities, such as regular research 
into the economic situation, are dedicated both to specialists as 
well as the public opinion at large.

Poland and most other countries of the region have wit-
nessed an unprecedented in modern history period of over 20 
years of uninterrupted development. We should not get compla-
cent, though: in many areas there is a lot to do and the situation 
in the near and far environment has become unstable. There-
fore, in this first edition we would like to outline some social and 
economic challenges facing Poland and other countries of Cen-
tral and Eastern Europe. 

The SGH Report has been divided into six subject areas. 
The first one refers to the economic conditions of countries’ de-
velopment in the region, among others: analysis of changes in 
the economic situation, real effective exchange rate, transac-
tional costs, macro-prudential policy, market cartelisation or 
innovativeness. 

The second area studied in the SGH Report focuses on 
business matters, in particular the investor’s perspective and 
conditions for doing business. We have also researched start-up 
support systems and two key sectors which are agriculture and 
the transport system. 

KRYNICA 2018

professor MAREK ROCKI, ph.d.  
rector of sgh warsaw school of economics
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THE ECONOMY	 page 5

ECONOMIC CONDITIONS OF THE DEVELOPMENT OF CENTRAL 
AND EASTERN EUROPE COUNTRIES 

 Observable symptoms of a slump in consumption along with lower production 
activity accompanied by deteriorating consumer and entrepreneurial confidence 
seem to indicate another wave of recession looming in the EU as well as in Central 
and Eastern Europe. 
 Outlays on research and development in the countries of Central and Eastern Europe 
have been well below the target values adopted under the growth strategy ‘Europe 2020’.
 Countries of Central and Eastern Europe (except for Estonia) at the start were 
below the target set by the European Union for 2020 in terms of the percentage of 
young generation members holding a university degree and all of these countries have 
achieved a considerable increase in the higher education participation rate. 
 The model of capitalism conceived in Poland and the remaining 11 countries of 
Central and Eastern Europe is institutionally highly incoherent. Due to this incohe-

rence the system has been labelled with a newly coined term of patchwork capitalism. 
As compared to the European Union, Poland is characterised by relatively low rates of 
the banking sector consolidation.
 Advanced economic analytics allows identifying the markets where cartels are likely 
to occur as well as singling out companies suspected of engaging in collusive schemes. 
 Poland is the only country in Central and Eastern Europe which saw the real effective 
exchange rate (REER) sink in 2000–2017 solely due to the impact of the labour cost 
channel, understood as slower unit labour cost growth (ULC) at home than abroad.
 Postcommunist EU member countries experienced very rapid growth in the 
level of transactional costs, catching up with or even outperforming the developed 
capitalist states.
 Generally, transactional costs increased dramatically in Poland (from 45% up to 
68%) between 1996 and 2002, however, recently they have been on a downward trend 
except for a short period of stability/slight growth in the years 2006, 2008 and 2014. 

BUSINESS	 page 13

INVESTOR’S PERSPECTIVE VERSUS CONDITIONS FOR DOING 
BUSINESS IN SELECTED SECTORS IN CENTRAL AND EASTERN 
EUROPE

 Among the regions of Central and Eastern Europe, approximately only one in five 
was rated as possessing outstanding potential investment attractiveness.
 Among the regions of Central and Eastern Europe in the years 2007–2016 the 
highest growth was recorded in Lithuania, Poland (Lower Silesia, Małopolskie and 
Wielkopolskie voivodeships) and Slovakia (Západné Slovensko, Stredné Slovensko, 
Východné Slovensko).
 In subsequent years we could feel the impact of investments and exceptional 
growth in the region of Central and Eastern Europe as compared against the old EU 
member states. Three years later the ratings of potential investment attractiveness 
were improved in 21 regions and in subsequent three years they increased in another 14. 
 Designing efficient systems of supporting start-ups has nowadays become not 
merely an ornament in the national economic policy, but its pivotal element aimed at 
driving innovation and entrepreneurship in the economy. 

 Among the analysed countries of Central and Eastern Europe only two do not 
offer any tax relieves on R&D expenditure: Estonia and Ukraine. Yet, Estonia provides 
a CIT tax exemption on total retained and reinvested profit. Estonian companies which 
invest a lot of their resources into development are not obliged to pay income tax. 
 The European model of agriculture may find it difficult to continue in the era of 
globalising economies, at least in its current shape. 
 Globalisation, if not accompanied by appropriate political and economic activity, 
may lead to a degeneration of the European agriculture model followed by its complete 
denial or vanishing, which will cause a serious demeanour of the EU member states’ 
agriculture. 
 In the years 1990–2015 the network of motorways in nine countries of Central 
and Eastern Europe grew over threefold, from 1888 km in 1990 to 6618 km in 2015. 
 Since 2005 Poland has built over 1000 kilometres of new motorways and in 2015 
had a network of 1559 km of top standard roads – about seven times more than in 1990. 
Nevertheless, we cannot expect all needs related to new high standard road construction 
to be met in Central and Eastern Europe by 2030. 
Enhancing the role of multimodal transportation in domestic systems and as a con-
sequence in the transport system of the whole region remains a strategic task in 
Central and Eastern Europe countries. 

LOW-EMISSION GROWTH	 page 17

LOW-EMISSION DEVELOPMENT STRATEGIES IN CENTRAL  
AND EASTERN EUROPE COUNTRIES

 Enhancing the role of multimodal transportation in domestic systems and as 
a consequence in the transport system of the whole region remains a strategic task 
in Central and Eastern Europe countries.
 The leader in accomplishing climate and energy targets set for 2020 in Central 
and Eastern Europe is Estonia which in 2016 met the energy consumption reduction 
goals set for 2020. Estonia has also been a leader in increasing the share of renewable 
energy sources in the consumed energy. 

 The established EU goal for a reduction in greenhouse gasses emissions may be 
very hard to deliver by the Central and Eastern Europe states. 
 For countries of the region, a greater challenge is presented by bringing down energy 
consumption than by increasing the share of renewable energy sources. Apart from 
Estonia, final energy consumption has been gradually limited by Croatia, Slovenia, 
Lithuania, Latvia and Czechia. 
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DEMOGRAPHICS	 page 20

DEMOGRAPHIC CHANGES AND THEIR IMPLICATIONS FOR 
CENTRAL AND EASTERN EUROPE

 In the years 2018–2040 the expected supply of labour in most Central and Eastern 
Europe countries will shrink on average by 0.5–1%.
 As a result of the shrinking labour supply, average economic growth rate in the 
countries of Central and Eastern Europe will decrease from 2–4% observable since 
the beginning of the 21st century down to 1.5–3% forecast for the years 2018–2040.
 Not only is the population of Europe the oldest in the global scale and will continue 
this way, but also Europe is the only continent experiencing a fall in the number of 
working-age persons. 
 Underdeveloped care services in Central and Eastern Europe countries are a barrier 
to keener economic growth, as they hinder a more efficient use of the dwindling pool 
of labour resources. 

  The ageing population requires changes in pension schemes in order to keep them 
stable and adequate. In recent years practically in each Central and Eastern Europe 
country some alterations have been made to the pension system. 
 One of the vital accomplishments of almost all countries of the region has been 
equalling the retirement age of men and women, which has posed a political challenge. 
Poland and Romania are still facing the test.
 The biggest challenge facing Central and Eastern Europe countries is a sustained 
increase in the professional activity rate of their populations.
 Reforms of the social security system should be performed parallel to reforms of 
the institutional job market, aimed at encouraging employers to boost the demand 
for labour, and together with changes increasing the flexibility of the Labour Code and 
constraining job migration. 

THE TAX SYSTEM	 page 25

CHALLENGES INVOLVED IN CLOSING TAX SYSTEM LOOPHOLES 
IN CENTRAL AND EASTERN EUROPE COUNTRIES

 Legal solutions for preventing international tax evasion implemented in Poland 
may appear ineffective.
 What is required are solutions which, on the one hand, can be efficient in dealing 
with entities using aggressive tax avoidance and on the other, may prove practical to 
entrepreneurs seeking a ‘friendly’ regulatory environment. 

 In a vast majority of Central and Eastern Europe states VAT collectibility has been 
below the EU average and VAT revenue as the main source of tax revenue has been 
largely unstable. 
 Implementing tailored mechanisms, mandatory reporting, IT tools along with raising 
awareness has resulted in increased VAT collection, as exemplified by the Visegrad Group.

SOCIAL CHALLENGES	 page 29

SOCIAL CHALLENGES FACING COUNTRIES OF CENTRAL  
AND EASTERN EUROPE

 Almost all Central and Eastern Europe countries display one, characteristic model 
of housing capitalism which differs from any models applied in Western or Southern 
Europe. The model is characterised by a low level of flat commoditisation, e.g. people from 
CEE-11 countries treat their houses as family goods, not commodities or financial assets. 
In Central and Eastern Europe the market of reversed mortgages or consumer loans 
secured on property is practically non-existent, and discrepancies between the social 
structure of income and assets inequality are very large. 

 One of the qualities of the housing capitalism in CEE countries is low supply of flats 
for rent. What is more, if they at all become available in a given location, they tend to 
be very expensive – the rent to income ratio is much higher in the region than in the 
old EU member states. 
 The more people believe that one can be lifted out of poverty, the more important 
it becomes for the economic growth to invest in education.
 Households in Central and Eastern Europe countries have a generally low level 
of indebtedness.
 Financial behaviour of households in Central and Eastern Europe states shows many 
similarities to the behaviour of lower-income families in other European countries (low 
saving propensity, taking out more consumer loans than mortgage loans). 
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OF GROWTH IN CENTRAL  
AND EASTERN EUROPE COUNTRIES 

In this chapter we will analyse economic conditions of growth  

in Central and Eastern Europe countries in terms of changes 

in the economic situation, real effective exchange rate, 

transactional costs, macro-prudential policies, market cartelisation 

and innovation. 

the economy
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Observable symptoms of a slump in consumption along 
with lower production activity accompanied by deterio-
rating entrepreneurial confidence seem to indicate anoth-
er wave of recession looming in the EU as well as in Central 
and Eastern Europe. 

I
n the years 1995–2018 there were two recessions (meas-
ured with a slump in real GDP) in the European Union (EU-
28). The first one, known as the Great Recession or credit 
crunch, started in the first quarter of 2008. Despite a real-
ly deep slump, the recession lasted relatively short time, only 

5 quarters. The crisis was accompanied by a dramatic fall in re-
al consumption. A slump in GDP and in consumption resulted 
in a rapid deterioration of consumer sentiment. The value of the 
consumer sentiment index (CSI) decreased by 60 points. The 
subsequent recovery ceased after 9 quarters. The second reces-
sion was caused by the so called sovereign debt crisis of the euro-
zone and lasted from the 3rd quarter of 2011 till the 1st quarter 
2013 (6 quarters). A revival following the sovereign debt crisis 
has been here to date (for 20 quarters). The level of real GDP 
from the beginning of 2008 was reached only in mid 2015 and 
consumption was restored only later.

The crisis of 2008 took place in all countries of Central 
and Eastern Europe (CEE) apart from Poland. Both the way the 
crisis unfolded and the economic situation fluctuated after the 
recession varied in different countries. The 2008+ crisis had the 
harshest effect on the Baltic countries where real GDP slumped 
by over 20%. Currently, real GDP and real consumption show 
an upward trend in most countries. The upward trend slowed 
down in 2016–2017 and in Romania it even stalled (in 2017). 
Analysis of the performance of the cyclical component of GDP 

indicates that in some countries a downward trend has begun. 
The strongest upward trend has been observable in the fluctua-
tions of real GDP in Poland. 

Real GDP growth has been driven by consumption, al-
though it is not visible in the consumer sentiment index (CSI). In 
a majority of Central and Eastern Europe countries consumer 
sentiment is more pessimistic and volatile than in the EU-28. Re-
cently, an upward trend has been seen only in Estonia, Lithuania, 
Hungary and Poland. A different picture is painted for the growth 
prospects of the processing industry. In all the countries stud-
ied, except Ukraine, the flattened industrial production index has 
reached values higher than in the EU-28 since the 2008+ crisis. 
A dramatic slump in Ukraine (since 2014) has been stopped re-
cently. A survey of entrepreneurial sentiment reveals a more pes-
simistic picture of the fluctuations in the economic situation. In 
all CEE countries the values of the industrial confidence indica-
tor (ICI) in 2017–2018 have been lower than the same values in 
the EU-28 and are characterised by high volatility. Yet, the ICI 
cyclical component has been at a decline stage since mid 2017 
both in the EU-28 and in CEE countries (apart from Czechia and 
Slovakia where the downward trend has been ceasing).

Observable symptoms of declining consumption along 
with lower production activity accompanied by deteriorating 
entrepreneurial confidence seem to indicate another wave of re-
cession looming in the EU-28 as well as in CEE.
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Rozmowa z dr. Markiem Dietlem, 
prezesem Giełdy Papierów 
Wartościowych w Warszawie.

Szerokie  
perspektywy GPW

 JAN ANDRZEJ NICAŁ, MACIEJ BORUCKI

26 września, po ostatecznej decyzji KNF, 
objął Pan stanowisko prezesa zarządu 
GPW. Gratulujemy! To na pewno wielkie 
wyzwanie. Jakie są Pana pomysły na roz-
wój GPW?
Zależy mi na dwóch rzeczach: niczego nie 

zepsuć i zainicjować nowe przedsięwzięcia. Dziś 
GPW to świetny zespół, poukładane biznesy, bar-
dzo dobra sytuacja finansowa – sprzyja nam też 
koniunktura. To bardzo dobry moment, aby po-
myśleć o tym, co możemy zrobić, żeby się od niej 
uniezależnić. Chciałbym zająć się takimi przed-
sięwzięciami, które będą generować nowe źródła 
przychodów.

Dziś GPW to sprawnie działające pięć fila-
rów: rynek akcji, długu, instrumenty pochodne, 
rynek towarowy i sprzedaż informacji. To, co już 
robimy, chcemy robić lepiej, doskonałość opera-
cyjna jest nam potrzebna. Do tych pięciu filarów 
chciałbym też dodać nowe, wykorzystujące kom-
petencje, które już mamy, albo takie, które może-
my szybko nabyć i na nich zarabiać. Szósty filar 
strategii GPW to właśnie nowe biznesy.

Wiele rzeczy robimy bardzo dobrze, zatem 
dlaczego nie robić ich w skali międzynarodowej? 
Przykładem niech będzie sprzedaż informacji, 
która mogłaby się odbywać w ramach paneuro-
pejskiej platformy – ta na przykład agregowała-
by i sprzedawałaby dane. Z kolei w Azji, gdzie bu-
dzi się świadomość ekologiczna, moglibyśmy 
zaproponować nasze rozwiązania z zakresu han-
dlu zielonymi certyfikatami, czyli świadectwa-
mi pochodzenia energii ze źródeł odnawialnych. 

W naszym regionie możemy pomóc rynkom, 
w których nie jest uzasadnione tworzenie własnej 
izby rozliczeniowej, mamy przecież bardzo dobry 
serwis w zakresie posttradingu. Musimy zacząć 
myśleć już nie tylko w sposób lokalny, ale też bar-
dziej międzynarodowy.

A jaka jest pozycja GWP w regionie? 
Czy po odstąpieniu od rozważane-
go przez kilka lat pomysłu fuzji z gieł-
dą wiedeńską GPW ma szanse na to, 
by zostać centrum finansowym Europy 
Środkowo-Wschodniej?
Mamy w planach umiędzynarodowienie 

giełdy, ale nie będą to przejęcia, w tym momen-
cie nie mają one dla nas uzasadnienia ekonomicz-
nego. Mamy za to światowej klasy produkty, mo-
glibyśmy zawiązać partnerstwo i w niektórych 
obszarach rozwijać wspólny biznes. Oczywiście 
sukces tego typu inicjatyw zależy od wielu czyn-
ników. Jeśli jednak raz się uda, może to otworzyć 
nam drzwi do dalszej ekspansji i tym samym za-
gwarantować wspomniane wcześniej nowe źró-
dła przychodów. Nie mamy gwarancji powodze-
nia, ale kiedyś trzeba to zainicjować i budować 
kulturę umiędzynarodowienia giełdy.

Dziś jesteśmy piątą w Europie i pierwszą 
w regionie CEE giełdą pod względem liczby noto-
wanych spółek (niemal 890), a kapitalizacja GPW 
wynosi ponad 165 mld euro, dzięki czemu jesteśmy 
w pierwszej dziesiątce giełd europejskich i jedno-
cześnie pozostajemy największą giełdą w Euro-
pie Środkowo-Wschodniej. Pod względem liczby 

   Marek Dietl  
od 26 września 2017 r. 
pełni funkcję Prezesa 
Zarządu Giełdy Papierów 
Wartościowych 
w Warszawie.
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debiutów giełdowych w tym i ubiegłym roku jeste-
śmy na podium, zaraz za giełdami Nasdaq i LSE. Te 
liczby całkiem dobrze opisują naszą pozycję.

Są jednak spółki, które już nie chcą być 
notowane na GPW – jak Synthos. Z czego 
może wynikać trend wycofywania spółek 
przez ich właścicieli z GPW? 
Decyzja o wprowadzeniu spółki na giełdę al-

bo jej wycofaniu jest indywidualną decyzją spółki 
i zależy od wielu czynników. Dla części spółek gieł-
da jest tylko pewnym etapem rozwoju potrzebnym 
na przykład do sfinansowania planów inwestycyj-
nych, a po pewnym czasie rozważany jest delisting. 
To zupełnie naturalne.

Dla niektórych spółek kończy się giełdowa 
historia, ale dla wielu innych dopiero się zaczyna. 
W tym roku mieliśmy giełdowy debiut spółek Di-
no Polska, Griffin Premium RE, GetBack i Play 
Communications. Takie udane oferty potwierdza-
ją atrakcyjność warszawskiego parkietu i świadczą 
o korzyściach, jakie daje upublicznienie. 

Ja sam namawiam do wejścia na giełdę – jest 
ku temu argument obywatelski i merkantylny. 
Po pierwsze, debiut giełdowy może być rodzajem 
patriotyzmu gospodarczego, który polega na tym, 
że dajemy społeczeństwu w sposób demokratycz-
ny, czyli przez giełdę, 20–25 procent naszego biz-
nesu, żeby inni też mogli czerpać korzyści z suk-
cesu firmy.

Po drugie, wejście na giełdę przynosi swo-
bodę, jeśli chodzi o możliwość wyjścia z firmy. 
Dlaczego to takie ważne? Stoimy u progu zmia-
ny pokoleniowej polskich firm, a nie wszyscy chcą 
dziedziczyć biznes. Giełda może być najlepszym, 
bo elastycznym sposobem na sprzedaż swojej fir-
my – tempo wyjścia można dostosować.

Jak jeszcze giełda będzie przyciągać no-
wych emitentów?
Żeby przyciągnąć emitentów, potrzebuje-

my dostępu do inwestorów, żeby emitenci mogli 
otrzymać dobrą wycenę. Tu z pomocą przycho-
dzi nam podniesienie przez FTSE Russell statusu 

 Mamy w planach 
umiędzynarodowienie 
giełdy, ale nie będą  
to przejęcia.
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 (...) jestem ogromnie wdzięczny Panu Rektorowi 
i władzom uczelni, Państwu Rektorom, 
za zaproszenie na tę piękną uroczystość tutaj 
właśnie, w Szkole Głównej Handlowej, która jest 
najstarszą i najlepszą uczelnią ekonomiczną 
w naszym kraju i jest to już tradycja.  
Andrzej Duda, Prezydent RP
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Za wybitne zasługi w pracy naukowo-badawczej 
oraz za szczególne osiągnięcia w promowaniu 
polskiej myśli naukowej na świecie.

Krzyż Oficerski Orderu Odrodzenia Polski
– prof. dr hab. Marek Gruszczyński
– prof. dr hab. Irena Kotowska
– prof. dr hab. Tomasz Szapiro
– prof. dr hab. Michał Trocki                                                                                                      

Krzyż Kawalerski Orderu Odrodzenia Polski
– prof. dr hab. Elżbieta Marciszewska
– dr hab. Joachim Osiński, prof. SGH
– prof. dr hab. Teresa Słaby

Za zasługi w działalności na rzecz rozwoju nauki

Złoty Krzyż Zasługi
– prof. dr hab. Małgorzata Iwanicz-Drozdowska
– prof. dr hab. Krystyna Poznańska
– mgr Anna Kęska
– dr hab. Jerzy Witold Pietrewicz, prof. SGH
– dr hab. Piotr Wachowiak, prof. SGH

Srebrny Krzyż Zasługi
– prof. dr hab. Ewa Latoszek
– dr Krzysztof Falkowski
– dr Elżbieta Moskalewicz-Ziółkowska
– dr hab. Małgorzata Poniatowska-Jaksch, prof. SGH
– dr hab. Mariusz Próchniak, prof. SGH
– dr hab. Waldemar Rogowski, prof. SGH
– dr Piotr Russel
– dr hab. Marzanna Witek-Hajduk, prof. SGH

Za wzorowe, wyjątkowo sumienne wykonywanie 
obowiązków wynikających z pracy zawodowej

Medal Złoty za Długoletnią Służbę 
– dr hab. Ewa Hellich, prof. SGH
– Bożena Pieńkos
– dr Kazimiera Niedokos

Medal Srebrny za Długoletnią Służbę 
– mgr Agnieszka Kiersnowska

Medal Brązowy za Długoletnią Służbę 
– Elżbieta Wąsowska

Podczas uroczystej inauguracji roku akademickiego 2017/2018 
w Szkole Głównej Handlowej w Warszawie Prezydent RP wręczył 
ordery i odznaczenia państwowe.
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Outlays on research and development in the countries of 
Central and Eastern Europe have been well below the target 
values adopted under the growth strategy ‘Europe 2020’.
Countries of Central and Eastern Europe (except for Esto-
nia) at the start were below the target set by the European 
Union for 2020 in terms of the percentage of young gener-
ation members holding a university degree and all of these 
countries have achieved a considerable increase in the high-
er education participation rate. 

I
n the growth strategy ’Europe 2020’ the development of the 
economy based on knowledge and innovation has been rec-
ognised as one of the three priorities for the European Un-
ion in this decade. Priorities indicated in the strategy have 
been assigned eight indicators along with their target values 

to be achieved by 2020. Two of the indicators are used to moni-
tor progress in building the intelligent economy:

— percentage of young generation members (age group 
30–34) holders of a university degree, to reach the level of at 
least 40% in 2020;

— outlays on R&D activity – 3% of the European Union 
GDP in the same time perspective.

The region of Central and Eastern Europe exhibited dy-
namic growth in spreading higher education among the group of 
30–34 year-olds in the period from 2010 to 2017. All countries 
(apart from Estonia) at the start were below the target set for 
2020 and they all achieved a considerable increase in the higher 
education participation rate. The lowest increase was recorded 
in Bulgaria (4.8 pp) and in Hungary (6.0 pp), the highest in Lith-
uania (14.2 pp). Poland boasts a healthy rise of 10.2 pp. Owing to 

such a dynamic spreading of higher education in the age group 
30–34, all the countries of the region have significantly short-
ened the distance to the target, while five of them – Latvia, Es-
tonia, Lithuania, Czechia and Poland have exceeded minimum 
values indicated in national reform plans. Romania, Hungary 
and Slovakia should be able to meet the target if they maintain 
the trend of the previous years, but Bulgaria may find it difficult 
to deliver on the established goal in 2020. 

In terms of expenditure on R&D activity, the countries of 
Central and Eastern Europe fall definitely short of the target 
amounts. For example Poland was short by 0.98 pp to the set 
relation of 1.7% and after six years still remains short by 0.73 
pp. Improvement is minor, that is why Poland has achieved on-
ly 57% of the target indicator. The situation is similar in Ro-
mania, Lithuania, Bulgaria, Slovakia and Hungary – these 
countries have barely closed the gap to the target value (from 
0.02 pp to 0.22 pp). In two countries we have seen a regression 
– in Estonia and Latvia where the gap has widened by 0.30 pp 
and 0.17 pp accordingly. Such a slim progress in boosting R&D 
expenditure results in insufficient implementation of the stra-
tegic target of encouraging R&D activity. The degree to which 
the target has been delivered ranges from 24% in Romania 
to 67% in Hungary. Czechia remains the sole exception – the 
country which in 2010 recorded the second highest intensity 
of R&D activity in Central and Eastern Europe, despite the 
fact that its target R&D expenditure in relation to GDP was 
set at only 0.1%, which is the lowest level among countries of 
the region. 

WOJCIECH PACHO is a Full Professor, Head of the Department of Applied 

Economics at SGH Warsaw School of Economics.  

MIŁOSZ ROJEK is a Doctor of Economics, Assistant Professor in the Department 

of Applied Economics of SGH Warsaw School of Economics. 

Knowledge, development and public 
policies in Central and Eastern Europe as 
compared against highly developed countries

the economy

szerzej wykorzystana w przyszłości – czas pokaże, 
bo może pojawić się coś nowego, jeszcze bardziej 
rewolucyjnego. Natomiast jeśli chodzi o kryp-
towaluty – nasze stanowisko obecnie jest jed-
noznaczne. Tak samo zresztą jak i wielu innych 
nadzorów w krajach nie tylko Unii Europejskiej. 
Jedynym prawnie dopuszczalnym środkiem płat-
niczym w Polsce jest polski złoty. 

Ale nie zabraniacie posiadania i obrotu 
na przykład bitcoinem?
Większość instytucji nadzorczych traktu-

je kryptowaluty jako towar (ang. commodity). Nie 
zabraniamy nikomu posiadania. Duża część po-
daży niektórych kryptowalut jest jednak nadal 
kontrolowana przez ich autorów, co rodzi spore 
ryzyko związane z możliwością szybkiej zmia-
ny ich wartości. Większej pewnie niż podczas bo-
omu na cebulki tulipanów w XVII wieku. Kilka 
lat temu bitcoin wart był parę centów, niedawno 
jego cena dochodziła zaś do 20 tysięcy dolarów. 
A dzienna zmienność to nawet kilka, kilkanaście 
procent. Nie wiadomo, jaki jest trend i w którym 
kierunku to się potoczy. Podczas ostatniego fo-
rum ekonomicznego w Davos odbyła się ciekawa 
dyskusja na temat kryptowalut, w której uczestni-
czył między innymi noblista Robert Shiller.

Większość dyskutantów była za czy 
przeciw?
Dość powszechna była opinia, że jest jeszcze 

za wcześnie na oceny i że jest to bardzo niedojrza-
ły produkt. 

Nie zastanawiano się, kim jest i gdzie ży-
je Satoshi Nakamoto, niezidentyfikowany 
twórca bitcoina?
Satoshi Nakamoto to raczej symbol. Nie wia-

domo, kto ma większość jednostek kryptowalut, 
kto faktycznie kontroluje większość podaży – mó-
wię o różnych kryptowalutach, bo są ich setki. Stąd 
bierze się poważne ryzyko istotnych zawirowań.

Niektóre banki w Polsce zamykają kon-
ta firmowe podmiotom zajmującym się 
obrotem kryptowalutami. Czy odbywa się 
to z waszej inicjatywy, czy też banki same 
uważają, że lepiej trzymać się od takich 
podmiotów z daleka?
Rekomendujemy bankom zachowywanie 

szczególnej ostrożności w zakresie podejmowa-
nia i prowadzenia współpracy z podmiotami ob-
racającymi kryptowalutami, w szczególności 
w odniesieniu do ryzyka związanego z praniem 
pieniędzy czy finansowaniem terroryzmu. Chodzi 

Rozmowa z profesorem Markiem 
Chrzanowskim, przewodniczącym 
Komisji Nadzoru Finansowego.

Przygotowujemy się 
na nowe wyzwania

 KRYSTYNA DOLINIAK, JAN ANDRZEJ NICAŁ

Należymy do światowej czołówki krajów 
wspierających Financial Technologies. Tak 
przynajmniej ocenia nas Bazylejski Komi-
tet Nadzoru Bankowego. Staliśmy się też 
w naszej części świata regionalnym cen-
trum wdrażania FinTech. A Komisja Nad-
zoru Finansowego jest w awangardzie tych 
zmian. Czy to dlatego, że jest Pan jednym 
z najmłodszych szefów nadzoru?
Niekoniecznie. Mam natomiast pewność, że 

w ciągu najbliższych lat sektor finansowy będzie 
zupełnie inny, bo pojawiają się technologie, któ-
re mogą go zrewolucjonizować. Dlatego staram 
się przygotować polski nadzór finansowy na no-
we wyzwania. Ważne jest dla mnie, aby uczyć się 
od najlepszych i wprowadzać do nadzoru dobre 
praktyki – w tym roku w UKNF powstał Innova-
tion Hub i Departament FinTech, a w najbliższych 
kwartałach spróbujemy stworzyć piaskownicę re-
gulacyjną. Pod koniec ubiegłego roku brałem 
udział w FinTech Festival w Singapurze, w któ-
rym uczestniczą przedstawiciele tysięcy instytu-
cji finansowych, firm technologicznych, a także 
startupów i gdzie podpisałem umowę o współ-
pracy w zakresie innowacji finansowych FinTech 
z Monetary Authority of Singapore, nadzorem 
obejmującym globalny hub FinTech. Współpra-
ca z najlepszymi daje nam szansę na nadrobie-
nie dystansu do czołówki i stworzenie własnego 
ekosystemu dla innowacji finansowych. A ciężka 
praca premiowana jest rosnącymi notowaniami 
w międzynarodowych rankingach. 

Nowe technologie to wyzwania dla nad-
zoru, ale chyba także zagrożenia, które 
powinien w porę zauważyć?
Nadzory różnych krajów mają tego świa-

domość i starają się coraz ściślej współpraco-
wać w tym zakresie. Rozmawiałem niedawno na 
ten temat z moimi odpowiednikami z Hongkon-
gu i Tajwanu, w Europie ta współpraca trwa od 
dawna i jest regulowana prawem unijnym – jed-
nak często każdy nadzór inaczej widzi zagrożenia. 
Dlatego tak istotne jest uczenie się na doświad-
czeniu jak największej liczby współpracujących 
z nami partnerów. 

Europejski, w tym także polski nadzór, 
ostrzega ostatnio przed kryptowalutami. 
To jedno z możliwych zastosowań tech-
nologii blockchain. KNF wspólnie z NBP 
uruchomiły kampanię „Uważaj na kryp-
towaluty”. W odwecie zwolennicy inwe-
stowania między innymi w bitcoin za-
częli kampanię „Uważaj na KNF i NBP”. 
Czy nie jest to zbyt marginalna spra-
wa, by nadzór i bank centralny tak się 
angażowały?
Ta sprawa nie należy do błahych, temat ten 

w ostatnim czasie niemal nieustannie opisują me-
dia, w związku z powyższym przyglądamy się za-
gadnieniu. Na razie skala zjawiska z punktu wi-
dzenia systemowego nie jest niepokojąca. Wiele 
osób traci jednak na inwestycjach w kryptowa-
luty, choć można znaleźć również wielu szczęśli-
wych ich posiadaczy. Zmienność na tym rynku 
jest olbrzymia. Duży potencjał do wykorzystania 
stanowi sama technologia, choć nadal wydaje się 
ona stosunkowo niedojrzała.

Zatem technologia jest obiecująca, nie-
którzy twierdzą wręcz, że przełomowa, 
ale kryptowaluty niekoniecznie?
Widzę olbrzymią szansę w wykorzysta-

niu technologii DLT na rynku finansowym. KNF 
sprzyja rozwojowi badań nad blockchainem. 
Szkolimy naszych pracowników w tym zakresie – 
robią to eksperci z sektora prywatnego. Jesteśmy 
pozytywnie nastawieni do technologii i dostrze-
gamy w niej potencjał. Nie wiem, czy będzie ona 

   dr hab. Marek 
Chrzanowski,  
prof. SGH 
Absolwent Szkoły Głównej 
Handlowej w Warszawie. 
Doktor habilitowany 
nauk ekonomicznych, 
zawodowo związany 
z SGH. 
Od 2008 r. jest członkiem 
Rady Naukowej Kolegium 
Zarządzania i Finansów 
SGH. W latach 2009–2016 
kierował pracami Instytutu 
Gospodarki Narodowej. 
W październiku 2015 r. 
został koordynatorem 
sekcji „Gospodarka, 
praca, przedsiębiorczość” 
w Narodowej Radzie 
Rozwoju powołanej przez 
Prezydenta RP Andrzeja 
Dudę.  
W okresie od stycznia 
2016 r. do października 
2016 r. był członkiem Rady 
Polityki Pieniężnej. Został 
powołany na stanowisko 
Przewodniczącego Komisji 
Nadzoru Finansowego 
13 października 2016 r.
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  Współpraca z najlepszymi daje nam szansę  
na nadrobienie dystansu do czołówki.

      zima 2018ludzie i wydarzenia

SGH – School of the Year
Uroczystość nadania tytułu odbyła 
się 27 listopada w Sydney, podczas 
Graduation Ceremony absolwentów CEMS 
ze wszystkich uczelni członkowskich.
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   Tegorocznym gospoda-
rzem uroczystości wręcze-
nia dyplomów ukończenia 
programu CEMS Master in 
International Management 
był University of Sydney 
Business School.
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   W uznaniu dla wysokiego poziomu satysfakcji studentów 
programu CEMS Master in International Management Komitet 
Akademicki CEMS przyznał Szkole Głównej Handlowej 
w Warszawie tytuł CEMS School of the Year.

   Studenci docenili także kurs Global Management Practice  
prof. Jacka Mirońskiego – kurs otrzymał tytuł Kursu Roku. 

www.sgh.waw.pl/gazeta
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The model of capitalism conceived in Poland and the re-
maining 11 countries of Central and Eastern Europe is in-
stitutionally highly incoherent. Due to this incoherence the 
system has been labelled with a newly coined term of patch-
work capitalism. 

S
GH team headed by Prof. Ryszard Rapacki has been 
running research into the nature of capitalism born in 
11 new EU member states from Central and Eastern 
Europe (CEE-11). This study allows us to formulate 
the following conclusions:

— Institutional architecture in CEE-11 countries was 
closely resemblant of the Mediterranean model of capitalism. 
Affinity ratios to Spain/Italy amounted on average across the 
group to 64.0% and 64.4% respectively and were the highest as 
compared against other countries of reference. 

— Simultaneously, the group showed a considerably high 
institutional affinity to the continental model of capitalism rep-
resented by Germany (affinity ratio 57.0%).

— On the other hand, CEE-11 countries possessed the 
least affinity to the Nordic model of capitalism represented by 
Sweden. Some exceptions to the rule constitute competitive ar-
eas of the goods market and property market in which the stud-
ied countries gravitated towards the Nordic model as much as to 
the continental model. 

— A separate analysis of variables representing the inputs 
and outputs indicates that although most CEE-11 countries re-
semble the Mediterranean capitalism model in terms of the 
outputs achieved, looking on the side of the input variables (in-
stitutional infrastructure) they display more affinity to the con-
tinental model. 

The study has found out that various models of capitalism 
tend to co-exist in the European Union. It also proves the exist-
ence of a distinct model of capitalism in most CEE-11 countries. 
Only two institutional areas diverge from the general scheme 
– competition on the goods market and financial intermediary 
system whose institutional architecture is very close to pat-
terns observed in Western Europe, which may be attributed to 
the unifying influence of acquis communautaire.

The model of capitalism conceived in Poland and other 
CEE-11 countries is marked with enormous institutional inco-
herence. Due to this incoherence the system has been labelled 
with a newly coined term of patchwork capitalism, which seems 
to best define its nature and core constituting qualities. The 
patchwork nature of Central and Eastern Europe’s capitalism 
can be seen very clearly in the following features of its institu-
tional matrix: 

— co-existence of constituting elements borrowed from 
a few different institutional orders of Western Europe (primar-
ily from the Mediterranean model, but also from the continen-
tal model and – with lower frequency – from the Nordic and An-
glo-Saxon models);

— combining exogenous and endogenous components in 
a single structure, where the latter reflect the impact of the her-
itage of the centrally planned economy, implementation of the 
system transformation strategy, political compromises made 
and widely speaking – path dependence; 

— systemic incompatibility of the features of the institu-
tional architecture on the inputs and outputs side; 

— visible deficit of institutional complementarity both in-
side particular institutional areas and between them.

RYSZARD RAPACKI is a Full Professor, Head of the Department of Economics II 

at SGH Warsaw School of Economics.  

JULIUSZ GARDAWSKI is a Full Professor, Director of the Institute of Philosophy 
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MARIUSZ PRÓCHNIAK holds a post-doctoral degree and is an Associate 

Professor in the Department of Economics II of SGH Warsaw School of Economics as 

well as the Vice Dean of the Undergraduate Programme at SGH.  

BOŻENA HORBACZEWSKA is a Doctor of Economics, Assistant Professor in 

the Deaprtment of Economics II of SGH Warsaw School of Economics.  

ADAM CZERNIAK is a Doctor of Economics, Chief Economist at the analytical 

centre Polityka INSIGHT and Assistant Professor in the Department of Economics II of 

SGH Warsaw School of Economics.  

ADAM KARBOWSKI is a Doctor of Economics, Assistant Professor in the 

Department of Business Economics at SGH Warsaw School of Economics. He is a mem-

ber of the scientific council of IBRKK-PIB, Vice Dean of the Graduate Programme at SGH.  

PIOTR MASZCZYK is a Doctor of Economics, Head of the Centre for Research 

into Institutions and Variants of Capitalism of SGH Warsaw School of Economics, 

Assistant Professor in the Department of Economics II of SGH and former Vice Dean of 

the Undergraduate Programme of SGH. 

Patchwork capitalism models  
in Poland and other Central  
and Eastern Europe countries
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As compared against the European Union Poland has a rel-
atively low index of the banking sector consolidation. 

M
acro-prudential instruments serve the purpose 
of enhancing the resilience of the financial sys-
tem in case systemic risks should materialise, as 
well as driving long-term sustainable econom-
ic growth. It should be noted, however, that sta-

bility of the banking sector is correlated with the level of its 
consolidation. 

Comparative studies of Poland versus other EU countries 
show that our country exhibits relatively low indicators of con-
solidation in 2017. According to Herfindahl-Hirschman index 
(HHI) only Germany, Luxembourg, Austria, Great Britain, It-
aly, France and Finland were less consolidated (for CR5 con-
solidation index the same conclusions apply, with Finland re-
placed by Ireland). It means that in Poland consolidation is the 
lowest among the 13 new EU member states. Specifically, con-
solidation in Hungary appears slightly higher and it also is sig-
nificantly higher in Czechia. At the same time, Poland ranked 
11 in terms of ROA index (0.80%). Although this level of the in-
dex places Poland in the middle of EU countries, it is one of the 
lowest among the new EU states except for Croatia and Cyprus. 
As for the ROE index (6.88%) Poland in 2017 ranked 19 in the 
European Union. The value of the ROE index follows from the 
conservative approach of the Financial Supervision Commis-
sion to banks’ capitals. 

MATEUSZ MOKROGULSKI is a Doctor of Economics, Assistant Professor  

in the Department of Applied Economics of SGH Warsaw School of Economics.  

He holds the post of the Director of the Department of Commercial Banking in the 

Office of the Financial Supervision Commission and is the Polish representative in the 

European Banking Authority (EBA). 

Macro-prudential policies
Selected profitability and banking sector consolidation 
indices in EU countries in 2017

Country ROA ROE HHI CR5

Austria 0.76% 8.69% 375 36.39%

Belgium 0.67% 8.81% 1102 68.80%

Bulgaria 1.31% 10.16% 906 56.48%

Croatia 0.80% 5.87% 1387 72.79%

Cyprus –1.04% –11.55% 1964 84.15%

Czechia 1.09% 13.02% 1028 64.11%

Denmark 0.66% 10.83% 1123 65.65%

Estonia 1.36% 9.20% 2419 90.30%

Finland 0.55% 8.78% 630 48.35%

France 0.42% 6.39% 574 45.38%

Greece –0.19% –1.32% 2307 96.98%

Spain 0.52% 6.99% 965 63.70%

The Netherlands 0.54% 8.75% 2087 83.82%

Ireland 0.75% 4.97% 667 45.51%

Lithuania 0.88% 9.12% 2189 90.13%

Luxembourg 0.49% 5.70% 256 26.18%

Latvia 0.88% 7.61% 1235 73.53%

Malta 1.06% 7.23% 1599 80.86%

Germany 0.21% 2.92% 250 29.71%

Poland 0.80% 6.88% 645 47.51%

Portugal –0.02% –0.84% 1220 73.10%

Romania 1.28% 11.74% 910 59.40%

Slovakia 0.86% 9.27% 1332 74.54%

Slovenia 1.11% 9.11% 1133 61.53%

Sweden 0.69% 10.87% 914 58.17%

Hungary 1.55% 14.53% 890 52.87%

Great Britain 0.29% 4.30% 453 36.88%

Italy 0.59% 7.14% 519 43.43%

Source: SGH own study based on the data of the European Central Bank, Statistical 
Data Warehouse. 
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Advanced economic analytics allows identifying the mar-
kets in which cartels may be operating as well as singling 
out companies likely to engage in collusive schemes. 

P
ursuant to article 101 of the Treaty on the Functioning 
of the European Union, cartels are illegal. Pursuant to 
the article quoted: ‘ Any agreements between compa-
nies, decisions of company alliances and agreed practic-
es which may affect trade between Member States and 

which are aimed at or may result in preventing, constraining or 
disrupting competition on the internal single market violate the 
internal market and shall be banned‘. The Polish law also regu-
lates this issue. Key relevant regulations have been included in 
the act on protection of competition and consumers. The aim of 
this law is to improve the efficiency of eradicating monopolistic 
practices and protecting fair competition. 

The US Department of Justice believes the Penalty Miti-
gation Programmes to be the most efficient instrument for car-
tel detection. The American Penalty Mitigation Programme 
provides for an automatic exemption from sanctions to compa-
nies which will be the first to report illegal cooperation to the 
regulator as long as the case has not been investigated yet and 
the company making a disclosure of the competition law viola-
tion is obliged to immediately abstain from the illegal practice 
and fully cooperate with US DOJ. 

The European Commission, aware of some weakness-
es of the European penalty mitigation programme has modi-
fied it and made it very similar to the American system. Most 
of all, the new project provides for a complete exemption from 

Cartel as an object of economic 
policy

financial penalties, also when an investigation in a given case is 
already pending. 

Along with implementation and improvement of the pen-
alty mitigation programme in order to eliminate cartels, the 
European Commission allocates increasingly more resourc-
es to economic analyses helping detect agreements disrupting 
free competition on the market. Advanced economic analytics 
allows identifying the markets in which cartels may be operat-
ing as well as single out companies likely to engage in collusive 
schemes. 

From the economic theory point of view, there is no doubt 
that industries consisting of fewer than 5 companies are car-
tels, so they should become main targets for the activity of an-
ti-monopoly offices. However, from the legal point of view, this 
argument may not be used to impose penalties on a company, 
because a collusive scheme may function as the so called tac-
it collusion. In order to establish a cartel composed of a small 
number of companies, there is no need to make secret deals. It 
will be maintained by mutual monitoring of observable market 
activities such as price offerings. 
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Poland is the only country in Central and Eastern Europe 
which saw the real effective exchange rate (REER) sink in 
2000-2017 solely due to the impact of the labour cost chan-
nel, understood as slower unit labour cost growth (ULC) at 
home than abroad.

R
eal Effective Exchange Rate (REER) is a key meas-
ure of international price-cost competitiveness of par-
ticular countries’ economies. In Central and Eastern 
Europe countries there exist considerable differences 
concerning the factors affecting changes in the real ef-

fective exchange rate. It is mostly due to the selection of various 
exchange rate systems, but also different degree of flexibility of 
the labour market and labour market policies implemented. The 
global financial crisis disturbed and in reference to some coun-
tries practically suspended the Samuelson-Balassy effect which 
assumes real appreciation of the domestic currency as the coun-
try continues up the economic growth path. 

In Poland in 2000–2017 unit labour costs increased mere-
ly by slightly below 24 pp. It was the consequence of not so 
healthy, slightly over 78-point growth in nominal average wage 
and a significant, almost 55-point rise in labour productivity. 
This surge in productivity was achieved with an almost 11-point 

Factors affecting fluctuations in the real 
effective exchange rate 

rise in employment in the national economy. At the same time 
unit labour cost (ULC) with business partners grew by slight-
ly over 33 points. Nominal effective exchange rate (NEER), in 
the floating exchange rate conditions, appreciated by a slim fig-
ure of below 5 points. As a result, REER slumped. It constitutes 
a solitary case among the countries studied. It was made pos-
sible only due to the effects of the labour costs channel, which 
means a slower growth in the ULC at home than abroad. Dur-
ing the time of intense crisis (2008–2009) labour productivi-
ty edged up and ULC expanded even stronger than in the en-
tire pre-crisis period. A dramatic slump in REER in these years 
prevented a recession in the real economy (GDP rose by almost 
7 points and employment by 4 points). In the post-crisis years 
(2010–2017) REER levelled off as NEER showed little growth 
and domestic ULC practically equalled the ULC abroad. 
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Decomposition of real effective exchange rate fluctuations in Poland in the years 2000–2017 (in pp)

Factors Marking 2000–2007 2008–2009 2010–2017 2000–2017

GDP (1) 32.46 6.94 25.89 65.29

Employment (2) 3.22 4.04 3.44 10.70

Labour productivity (3) = (1) – (2) 29.24 2.90 22.45 54.59

Average wage (4) 35,62 11,27 31,58 78,47

Domestic ULC (5) = (4) – (3) 6.38 8.36 9.13 23.87

ULC abroad (6) 14.58 8.35 10.27 33.20

NEER (7) 13.77 –10.76 1.58 4.59

REER (8) = (7) + (5) – (6) 5.57 –10.75 0.45 –4.74

Source: SGH own study based on the data from AMECO base (downloaded on 25 June 2018).
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Postcommunist EU member countries experienced very 
rapid growth in the level of transactional costs, catching up 
with or even outperforming the developed capitalist states.
Generally, transactional costs increased dramatically in 
Poland (from 45% up to 68%) between 1996 and 2002, how-
ever, recently they have been on a downward trend except 
for a short period of stability/slight growth in the years 
2006, 2008 and 2014. 

T
ransactional costs measured in the long term (e.g. 
100 years), it means the costs of business activity, be-
ing costs of the functioning of the market system and 
not the costs of manufacturing consumer goods, indi-
cate that their share in the national product has been 

on the rise. A long-term upward trend for the relation: macroe-
conomic transactional costs – the value of final goods and ser-
vices, observed for some of the most developed market econo-
mies, was also noted for a much shorter transformation period 
of post-communist countries in Central and Eastern Europe at 
the turn of the 20th and 21st century. Transactional costs in Po-
land generally increased rapidly (from 45% to 68%) between 
1996 and 2002, but recently have shown a downward trend, 
apart from a short period of stability/slight growth in 2006, 

Transactional costs in Poland and other 
countries of Central and Eastern Europe: 
comparative study in the transformation 
period

2008 and 2014. The considerable rise in transactional costs 
until 2002 was owed to deep institutional restructuring which 
took place in the Polish economy. 

The following conclusions related to transactional costs 
may be formulated for post-communist countries:

1.	 In all the countries studied – both those of advanced 
capitalism and of post-communist transformation – the level of 
transactional costs in relation to the national revenue was ris-
ing continuously (generally from the level of about 30–40% up 
to about 55–70%). 

2.	 Post-communist countries, members of the European 
Union (Poland, Bulgaria), showed very rapid increase in trans-
actional costs in the periods studied, catching up with or even 
outperforming (Poland) countries of advanced capitalism. 

3.	 European areas remaining outside of the European 
Union are characterised by a lower level of transactional costs 
in relation to the national revenue by about 20 pp. 

4.	 Discrepancies in the levels of transactional costs may 
result both from researchers disregarding part of the transac-
tional activity in the manufacturing sector as well as from dif-
ferences in the advancement of the market transformation. 
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INVESTOR’S PERSPECTIVE VERSUS 
CONDITIONS FOR DOING BUSINESS 
IN SELECTED SECTORS OF CENTRAL 
AND EASTERN EUROPE. 

In this chapter we will study business issues – especially from the 

investor’s perspective as well as conditions for running a business in 

selected regions of Central and Eastern Europe. We also take a look 

at the start-up support system and two exceptionally important 

economic sectors: agriculture and the transportation system. 
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Among the regions of Central and Eastern Europe approxi-
mately only one in five was rated as possessing outstanding 
potential investment attractiveness.
Among the regions of Central and Eastern Europe in the 
years 2007–2016 the highest growth was recorded in Lith-
uania, Poland (dolnośląskie, małopolskie and wielkopolskie 
voivodeships) and Slovakia (Západné Slovensko, Stredné Slov-
ensko, Východné Slovensko).
In subsequent years we could feel the impact of investments 
and exceptional growth in the region of Central and Eastern 
Europe as compared against the old EU member states. Three 
years later the ratings of potential investment attractive-
ness were improved in 21 regions and in subsequent three 
years the ratings increased in another 14. 

T
he notion of investment attractiveness addresses the 
question whether investing in some area is worth-
while. The notion may be defined as ‘an ability to per-
suade investors to choose a given region as a location 
for investments’ .

Research conducted under the supervision of Prof. Han-
na Godlewska-Majkowska in the years 2007–2016, covered all 
regions of the European Union at NUTS 1 level (macroregions) 
and NUTS 2 level (voivodeships).

Regions located in the centre of the European Union – in 
the belt between the capital of Great Britain and Austria – pos-
sess the highest potential investment attractiveness. Regions of 
Central and Eastern Europe along with regions of Southern Eu-
rope are peripheral areas, as a consequence being the least de-
veloped regions of the European Union. Additionally, a discrep-
ancy between the centre and other regions has been widened 
by the historical legacy of Central and Eastern Europe and the 
economic crisis in the South of Europe. 

Among the regions of Central Europe only one in five re-
ceived an outstanding rating of its potential investment attrac-
tiveness. On the one hand, it is a slim margin, especially con-
sidering the amounts of funds allocated to the development of 
Central and Eastern Europe under the Cohesion Fund of the 
European Union. On the other, however, it would be difficult to 
expect all development barriers to be removed in such a short 
period. Nevertheless, the appearance of territorial units in two 
top classes of potential investment attractiveness proves that 
some regions were able to grab the opportunity offered by the 
European Union accession. 

It is the capital city regions that were rated the highest in 
terms of their potential investment attractiveness. The above 

Changes in the area of Central and Eastern 
Europe from the investor’s perspective

mentioned territorial units are located in Bulgaria, Estonia, 
Czechia, Romania, Slovakia and Hungary. It is important to 
note the appearance of strong regional growth poles, such as 
Lower Silesian or Pomeranian Voivodeships in Poland as well 
as Strední Cechy and Jihovýchod in Czechia. 

In 2007 the lowest rated territorial units (class F) were 
the regions of Eastern Poland, Bulgaria and Romania. Howev-
er, the closer to the Western border, the higher potential invest-
ment attractiveness was rated. The global economic crisis and 
a limited number of investments co-financed with EU structur-
al funds affected the assessment of the potential investment at-
tractiveness in 2010. The majority of territorial units at NUTS 
2 level did not change their investment attractiveness rating on 
the previous period, but as many as 7 out of 52 regions saw their 
rating deteriorate. The glorious exceptions were Lubuskie and 
Mazovian Voivodeships. As compared against the countries of 
the former European Union, consecutive years have brought 
more investments and outstanding growth in the Central and 
Eastern Europe region. Three years later the rating of potential 
investment attractiveness improved in 21 regions and in subse-
quent three years, in another 14. As a result, the lowest class of 
potential investment attractiveness is found in a total of 7 re-
gions of Central and Eastern Europe: four in Romania, two in 
Bulgaria and one in Hungary. 

In Poland the condition of the environment bettered, but 
the social and economic development inevitably implies envi-
ronmental degradation as well as higher material and energy 
consumption. One of the ways of dealing with environmental 
issues are green innovations. A complex index of green inno-
vations presents Poland’s unfavourable situation as it has been 
classified in the group of uninnovative and environmentally un-
friendly countries of Europe. Poland has been ranked in the 
weakest group along with a majority of Central and Eastern Eu-
rope countries. Even in this group there is a wide gap visible be-
tween Poland and Czechia. 
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Designing efficient systems of supporting start-ups has 
nowadays become not merely an ornament in the national 
economic policy, but its pivotal element aimed at driving in-
novation and entrepreneurship in the economy. 
Among the analysed countries of Central and Eastern Eu-
rope only two do not offer any tax relieves on R&D expendi-
ture: Estonia and Ukraine. Yet, Estonia provides a CIT tax 
exemption on total retained and reinvested profit. Estonian 
companies which invest a lot of their resources into devel-
opment are not obliged to pay income tax. 

S
tart-ups are becoming an increasingly important el-
ement of the process of improving innovativeness of 
Central and Eastern Europe economies. Creating effi-
cient systems of supporting start-ups is currently not 
only an addition to the economic policy actions but 

one of its key elements aimed at driving innovativeness and en-
trepreneurship in the economy. 

Start-up support systems  
in Central and Eastern Europe 

Tax systems in most Central and Eastern Europe coun-
tries do not offer any special tax incentives to start-ups, focus-
ing more on small and medium-sized companies or innovative 
activity as such. Complicated tax law in most countries of the 
region poses a serious problem. Also other weaknesses have be-
come visible, among others: high bureaucratic barriers, high 
capital needs for setting up companies or insufficient level of in-
tellectual property protection. 

Some of the countries, especially the Baltics offer consid-
erably less strict tax and administrative solutions, which makes 
them competitive in the region. They usually also ensure lower 
bureaucratic barriers and facilitate founding companies. Coun-
tries of the region differ significantly in terms of the labour law 
provisions, which helps them gain advantage over others offer-
ing flexible forms of employment. 
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Most important tax incentives for start-ups in Central and Eastern Europe countries

Country
Tax breaks on 
R&D (Yes/No)

Tax incentives for SMEs (also incentives for other types of 
companies) 

Other tax incentives, dedicated to R&D activity or start-ups 

Bulgaria Yes Not identified Not identified

Czechia Yes Tax relief up to 10 years on some investments Not identified

Estonia No Exemption from CIT tax on retained or reinvested profit Not identified

Lithuania Yes
CIT tax reduction for microenterprises 
CIT tax 0% rate for small enterprises in the first year of operation
Double deduction of investment costs into fixed assets 

Reduction in CIT tax on profit generated as a result of using or selling 
intangible assets

Latvia Yes Not identified

Flat rate tax for start-ups 
Support for highly qualified employees 
Increased depreciation of assets in the form of new technologies or 
intangible assets 

Poland Yes Reduced social security contributions for new entrepreneurs 
Accelerated depreciation of innovative investments 
Exemption from the tax on intellectual property when it is in the 
form of contribution in kind 

Romania Yes
Reduced tax rates for microenterprises and newly founded companies
0% tax rate on the profit invested in new technological equipment 
used in the business 

Accelerated depreciation of investments in R&D assets 
Tax exemptions for persons working as IT specialists and in R&D 
sector

Slovakia Yes Not identified CIT tax exemption on commercial use of intangible assets 

Ukraine No Special tax regulations with lower rates for small enterprises Exemption from VAT tax for IT companies on the software provided 

Hungary Yes
Tax relief for SMEs based on the interest on loans for investments into 
fixed assets

Reduced social security contributions and professional training 
courses for scientists
Tax relieves on R&D 

Source: SGH own study.

business
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European Model of Agriculture – evolution conditions

The European model of agriculture may not survive in the 
era of globalising economies – at least in the current version. 
Globalisation, if not accompanied by appropriate political 
and economic activity, may lead to a degeneration of the Eu-
ropean agriculture model followed by its complete denial or 
vanishing, which will cause a serious demeanour of the EU 
member states’ agriculture. 

E
U agriculture possesses very special qualities which first 
of all derive from the regional specifics, tradition and on-
ly remotely from the regulations of agriculture policies. 
These key qualities are: lower unit potential of farms, 
high share of family labour and part-time labour, low 

scale of production, low level of specialisation (multidirectional 
production), high prices of land.

As a result of progressing globalisation it has become in-
creasingly more doubtful whether the European Agriculture 
Model (EAM) may effectively compete on the global market. 
Is this model able to survive without the protective ‘safety net’ 
which is certainly provided by the Common Agricultural Policy 
(CAP)? And finally, is this model doomed in the circumstances 
of overwhelming globalisation in agriculture and agrobusiness?

In general the future of EAM is determined by two groups 
of factors. They are as follows: 

Evolution of the transportation system  
in Central and Eastern Europe (selected problems)

In the years 1990–2015 the network of motorways in nine 
countries of Central and Eastern Europe grew over three-
fold, from 1888 km in 1990 to 6618 km in 2015. 
Since 2005 Poland has built over 1000 kilometres of new 
motorways and in 2015 had a network of 1559 km of top 
standard roads – about seven times more than in 1990. 
Nevertheless, we cannot expect all needs related to new 
high standard road construction to be met in Central and 
Eastern Europe by 2030. 

S
ince the beginning of the 1990s of the 20th century trans-
port infrastructure in Central and Eastern Europe has 
been considerably modernised. In terms of the condition 
of the infrastructure possessed at that time all countries 
of the region found themselves in a similar starting point 

and passed through the same transformation process. 
In 1990 in all nine countries studied there existed only 

a fractional network of high category roads – motorways. In the 

1)	 Activities under the Common Agricultural Policy: 
‘shield’ activities (budget subsidies, market mechanisms), restric-
tive activities (using quota and limiting production, in the current 
decade also discontinuing production – sugar, wine), strict tech-
nological and environmental regimes.

2)	 Processes resulting from the globalisation of the world 
economy: higher demand for food, growing world trade in food 
as a consequence of increasing liberalisation in the exchange of 
goods (growing influence of non-European regions), growing 
importance of non-agricultural links of agrobusiness (TNC), 
increasing significance of crops in non-agricultural produc-
tion (biofuels), slow but systematic increase in GMO-plants and 
GMO-animals.

A large majority of the above presented processes allow us 
to formulate a conclusion that the European Agriculture Model 
may not be able to continue in the era of globalising economies. 
At least in its present shape. Globalisation without appropri-
ate political and economic actions may lead to a degeneration of 
EAM and as a consequence its denial or vanishing causing deg-
radation of the EU agriculture. 
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following 25 years their length grew over threefold, up to 6618 
km in 2015. This expansion gained momentum in the period 
2005–2015 when particular countries became members of the 
European Union and got access to EU operational programmes 
and infrastructure project funds. One of the main beneficiaries 
of these instruments is Poland which, starting from 2005, built 
over 1000 km of new motorways and in 2015 had a 1559 km net-
work of highest standard roads – almost seven times more than 
in 1990. There are still many investment projects pending the 
outcome of which will be a transportation network connecting 
to Trans-European Corridors. Nevertheless, we cannot expect 
all needs related to new high standard road construction to be 
met in Central and Eastern Europe by 2030. 
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STRATEGIES FOR LOW-EMISSION 
DEVELOPMENT IN COUNTRIES OF 
CENTRAL AND EASTERN EUROPE

The purpose of analyses in this chapter are strategies  

for low-emission development in Central and Eastern Europe 

countries and their implications. 
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Strategies for low-emission transport 
development in Central and Eastern 
Europe in the light of the European Union 
requirements

Enhancing the role of multimodal transportation in domes-
tic systems and as a consequence in the transport system 
of the whole region remains a strategic task in Central and 
Eastern Europe countries. 

T
he study focuses on problems of development strate-
gies for low-emission transport in Central and East-
ern European countries (CEE) versus the European 
Union requirements. The analysis conducted based 
on a review of domestic strategies has been support-

ed by data on the use of low-emission transport, investments 
into railway infrastructure in CEE countries in 2007–2016 as 
well as findings of the study run under ChemMultimodal pro-
ject carried out by SGH Warsaw School of Economics as part of 
the Interreg Central Europe programme. 

Based on the findings from the analysis of plans and strat-
egies for the transport sector in particular CEE countries, it is 
possible to identify common strategic goals oriented towards 
developing a modern, efficient, productive and safe transport 
sector, such as:

— Improving the competitiveness and efficiency of the 
transport sector in economic, social and environmental terms, 
chiefly through effective maintenance, modernisation and devel-
opment of transport infrastructure, reduction in fuel consump-
tion and raising energy efficiency of transport, limiting the en-
vironmental and public health footprint of transport through 
reducing greenhouse gasses and noise emissions, increased safe-
ty of the transport system, cutting down on the number of crashes. 

— Increasing the quality and availability of transport in 
the internal perspective, in all country regions and in the ex-
ternal perspective through improving the coherence of domes-
tic transportation system connections with the European and 
global system. 

— A rise in inter-operativeness of transport through in-
vestments in modernisation and extension of the transport in-
frastructure paying special attention to increasing the poten-
tial of multimodal solutions development, specifically in the 
Trans-European Transport Network TENTEC.

— Improving ways of organising and managing the trans-
port system, including among others the implementation of 

a rational investment financing model and ensuring institu-
tional conditions supporting the servicing of infrastructure 
investments. 

— Undertaking activities aimed at the implementation of 
new technologies supporting transport system management. 

Additionally, the analysis of specific goals in the light of the 
above mentioned general goals leads us to conclude that a stra-
tegic goal in CEE countries is enhancing the role of multimodal 
transport in domestic systems and as a result in the transporta-
tion system of the entire region. The widest definition of multi-
modal transport says it is carrying shipments using at least two 
means of various transport branches, based on the agreement 
on multimodal transport, from the despatch point where the 
shipment was entrusted to the multimodal transport operator 
(or is organised independently) to the point of delivery. The un-
derlying principle in combining various branches and means of 
transport is for the shipment to be performed in a dominant part 
using low-emission transport means, i.e. rail transport, inland 
waterway transport or short-range sea transport preferably ap-
plying techniques of multimodal transport (which means car-
rying shipments in one integrated loading unit, e.g. a container 
or vehicle using various means of transport). 

In terms of the volume of shipments carried by rail trans-
port in the years 2007–2016, the highest share was observed in 
Poland – at the level of 36% of all shipments transported on the 
territory of CEE countries. The second country with the high-
est number of shipments carried was Czechia (14%), then Latvia 
and Romania (9% each) and Lithuania and Hungary (8% each). 
Investments made in CEE region confirm activities undertak-
en in order to develop rail transport and improve the quality of 
infrastructure. These three countries have financed the most 
investments: Poland (21% of all the expenditure in the years 
2007–2016 in the countries studied), Czechia (27%) and Hun-
gary (18%).
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Strategy for low-emission development 
of the EU and its implications for member 
states from Central and Eastern Europe

The leader in accomplishing climate and energy targets set for 
2020 in Central and Eastern Europe is Estonia, which in 2016 
met the energy consumption reduction goals set for 2020. Es-
tonia has also been a leader in increasing the share of renewa-
ble energy sources in the consumed energy. 
The established EU goal for a reduction in greenhouse gasses 
emissions may be very hard to deliver by the Central and East-
ern Europe states. 
For countries of the region, a greater challenge is presented 
by bringing down energy consumption than by increasing the 
share of renewable energy sources. Apart from Estonia, final 
energy consumption has been gradually limited by Croatia, 
Slovenia, Lithuania, Latvia and Czechia. 

E
nergy management is an important domain affecting the 
level of greenhouse gasses emissions and, in effect, cli-
mate changes. The study conducted an analysis of initia-
tives and activities undertaken from 2000 to 2017 in the 
European Union under the energy and climate policy in 

order to transform the EU economy into a low-emission economy. 
Having analysed the progress achieved by Central and East-

ern Europe countries in meeting climate and energy goals set for 
2020, Estonia appears to be a clear leader. This country in 2016 
met the goals set for 2020 in reducing energy consumption as well 
as growing the share of renewable energy sources in the energy 
used. 

For countries of the region, a greater challenge is presented by 
bringing down energy consumption than by increasing the share of 

renewable energy sources. Apart from Estonia in 2016 the follow-
ing other countries limited their final energy consumption: Croa-
tia, Slovenia, Lithuania, Latvia and Czechia. These are the coun-
tries which in 2016 had a distance lower than 1m toes to the goal 
established for 2020. Romania sets an interesting example as it not 
only met the targets, but achieved the energy consumption level 
well below the assumed threshold (about 8 m toes). 

The analysis of the share of renewable energy sources in fi-
nal energy consumption in 2016 indicates that most Central and 
Eastern Europe countries delivered on their energy commitments. 
The following countries are exceptions to this regularity: Latvia, 
Poland, Slovenia and Slovakia. It is worth noting that these four 
countries are by about 2–4 pp below the target. It means that meet-
ing this target by 2020 is still probable. The situation of Croatia is 
somewhat special as it not only met the target imposed for 2016, but 
achieved 8 pp of ‘surplus’ in relation to the value forecast for 2020. 

As far as greenhouse gasses emissions are concerned, al-
so in the energy sector, a downward trend is observable in the pe-
riod studied. However, the EU reduction goal set for the countries 
of the region may be hard to achieve. In 2015 only Estonia was re-
ally close to meeting this goal and the gap to the target was 0.3 pp. 
The gap for other countries amounted respectively to: 8.5 pp for 
Czechia; 8.4 pp for Poland; 9.2 pp for Latvia; 12.6 pp for Lithuania; 
13.3 pp for Slovenia and 17.6 pp for Romania; 21.7 pp for Bulgaria; 
23.5 pp for Croatia; 25.2 pp for Slovakia and 28.6 pp for Hungary.

GRAŻYNA WOJTKOWSKA-ŁODEJ holds a post-doctoral degree, is an 
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low-emission growth

Progress made by EU member states from the region of Central and Eastern Europe in meeting the climate and energy 
goals set for 2020

Region Consumption of 
final energy (m toes 
2016)

Goal: final energy 
consumption (m 
toes 2020)

Meeting the goal: 
Yes/No

Share of renewable 
energy sources in final 
energy consumption 
2016 (%)

Goal: share of 
renewable energy 
sources in final energy 
consumption 2020 (%)

Meeting the goal: 
Yes/No

Bulgaria 9.7 8.6 No 18.8 16 Yes

Croatia 6.6 7 No 28.3 20 Yes
Czechia 24.8 25.3 No 14.9 13 Yes
Estonia 2.8 2.8 Yes 28.8 25 Yes
Lithuania 5.1 4.3 No 25.6 23 Yes
Latvia 3.8 4.5 No 37.2 40 No
Poland 66.7 71.6 No 11.3 15 No
Romania 22.3 30.3 No 25 24 Yes
Slovakia 10.4 9 No 12.0 14 No
Slovenia 4.9 5.1 No 21.3 25 No
Hungary 17.9 14.4 No 14.2 13 Yes

Source: SGH own study based on Eurostat data.
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DEMOGRAPHIC CHANGES 
AND THEIR IMPLICATIONS FOR 
CENTRAL AND EASTERN EUROPE

In this chapter we consider demographic changes,  

in particular in terms of the labour market and social care  

as well as the reform of pension systems. 

demographics
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In the years 2018–2040 the expected supply of labour in 
most Central and Eastern Europe countries will shrink on 
average by 0.5–1%.
As a result of the shrinking labour supply, average econom-
ic growth rate in the countries of Central and Eastern Eu-
rope will decrease from 2–4% observable since the begin-
ning of the 21st century down to 1.5–3% forecast for the 
years 2018–2040.

I
n the years 2018–2040 potential labour supply in most coun-
tries of Central and Eastern Europe will be shrinking by an 
average annual value of 0.5–1%, which will mean Poland and 
other countries of the region facing problems of the sources of 
further economic growth, similar to the ones observable now 

in the countries of Western Europe. 
Owing to the shrinking labour resources, maintaining the 

average annual economic growth of the recent over dozen years 
will be increasingly more difficult in Central and Eastern Eu-
rope. Little comfort comes from the fact that the potential for 
economic growth in Western Europe countries will proba-
bly be even lower, therefore we should be able to see a further 

Demographic changes in Central and 
Eastern Europe versus economic growth 
prospects

gradual convergence of GDP growth in Central and Eastern Eu-
rope countries with levels recorded in countries of Western Eu-
rope based on continuous catching up with labour productivi-
ty levels. Forecasts based on anticipated changes in production 
factors indicate that the average rate of sustainable economic 
growth in the future will be significantly slower than the poten-
tial observable today and in the past. In particular the average 
economic growth rate in Central and Eastern Europe countries 
will fall from 2–4% noted since the beginning of the 21st centu-
ry down to 1.5–3% forecast in 2018–2040. In France and Ger-
many the average growth in the future may remain on the lev-
el recorded already at the start of the 21st century, that is about 
1% annually. 

The main determinant affecting weaker potential eco-
nomic growth rate in the countries of Central and Eastern Eu-
rope will be the negative impact of the labour factor. Fluctua-
tions in the labour factor will be related not only to a shrinking 
number of working-age population, but also an increasing share 
of people over 50 years of age in the so called working-age pop-
ulation resources.

PAWEŁ STRZELECKI is a Doctor of Economics, Assistant Professor in the 

Institute of Statistics and Demographics of SGH Warsaw School of Economics and an 

economic expert of the National Bank of Poland. 

demographics

Forecast average annual changes in labour supply and employment in the years 2018–2040 

Source: SGH own study based on Eurostat and the European Commission data.
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      Krynica 2018sgh report

Not only is the population of Europe the oldest in global 
scale and will continue this way, but also Europe is the only 
continent experiencing a fall in the number of working-age 
persons. 
Underdeveloped care services in Central and Eastern Eu-
rope countries are a barrier to keener economic growth, as 
they hinder more efficient use of a dwindling pool of labour 
resources. 

N
ot only is the population of Europe the oldest in 
global scale and will continue this way, but also 
Europe is the only continent experiencing a fall in 
the number of working-age persons.  With dwin-
dling potential labour resources their ageing, which 

means a growing share of persons aged 50/55–64 may addition-
ally restrain economic growth potential.

Potential limitation to economic growth in Central and 
Eastern Europe countries is not only related to a much high-
er intensity of changes in the age structure, but also to relative-
ly scarcer opportunities of preventing a slump in labour sup-
ply through increased professional activity due to difficulty in 
combining professional activity with care obligations. In oth-
er words, underdeveloped care services in Central and Eastern 
Europe countries constitute a barrier to economic growth be-
cause they do not allow for a more efficient use of the shrinking 
potential labour resources. Our study pertains to the following 
8 countries of the region: Bulgaria (BG), Czechia (CZ), Croa-
tia (HR), Hungary (HU), Poland (PL), Romania (RO), Slovenia 
(SI) and Slovakia (SK).

In all countries of the European Union one third of men at 
the age of 55–64 and 48% of women at the same age have been 
professionally passive, which adds up to 26 m people (10.3 m 
men and 15.7 m women). It should be noted that starting from 

Labour versus care in the conditions of 
changes in demographic structures of 
Central and Eastern Europe

2002, the most dramatic fall in the proportion of persons re-
maining professionally inactive was observed among this age 
group members. In 2017 in Poland there were 2.6 m profes-
sionally passive people at the age of 55–64, in which women ac-
counted for 62.8% (this proportion was one of the highest in 
all the countries analysed). In Bulgaria there were 373.5 thou-
sand professionally inactive people (with women accounting for 
58.5%), in Czechia the number was 483.4 thousand (63.9%) ac-
cordingly, in Croatia – 338.3 thousand (59.6%), in Romania 1.4 
m (62.6%), in Slovenia 160.2 thousand (55.7%) and in Slovakia 
319.8 thousand (56.2%).

Central and Eastern Europe countries vary on the rea-
sons underpinning professional passivity among the 55-64 age 
group. The most frequent motivation is retirement, however, its 
proportion varies largely among the countries. In Poland and 
Hungary over 40% of men at the age of 55–64 were profession-
ally passive due to a health condition or disability. What is im-
portant, in Croatia for over 24% of women at the age of 55–64 
the motivation for withdrawing from the workforce were fami-
ly and care commitments. For Poland this proportion amounted 
to 16.3%, whereas for Bulgaria and Slovakia almost to 20%. The 
data confirms the existing inability to combine work and fami-
ly duties among women at the pre-retirement age in these coun-
tries, which may contribute to earlier professional inactivity of 
this group of persons. In order to halt the anticipated slump in 
the professionally active/working population there need to be 
undertaken some activities aimed at increasing the availabil-
ity of institutional child care and formal care services for the 
elderly. 
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The ageing population requires changes in pension schemes 
in order to keep them stable and adequate. In recent years 
practically in each Central and Eastern Europe country 
some alterations have been made to the pension system. 
One of the vital accomplishments of almost all countries of 
the region has been equalling the retirement age of men and 
women, which has posed a political challenge. Poland and 
Romania are still facing the test.

T
he ageing population requires changes in pension 
schemes in order to keep them stable and adequate. 
Central and Eastern Europe countries for many 
years have been changing their retirement systems to 
brace for the upcoming turnaround. Experiences of 

recent decades indicate that retirement systems have been un-
dergoing almost permanent changes resulting, on the one hand, 
from implementing structural reforms, and on the other, from 
ongoing pressures of the existing social and economic situation. 

In 2014–2017 many changes were designed to improve the 
adequacy of benefits and their social stability. It equally applies 
to Central and Eastern Europe countries. In recent years, prac-
tically in each country there have been some changes made to 

Reforms of retirement systems in Central 
and Eastern Europe countries, pensions and 
consumption of the elderly in the context of 
demographic changes under way 

the retirement system, in most cases aimed at increasing the ad-
equacy of benefits. Among the analysed countries, it was Bul-
garia which implemented a reform package accounting for al-
most all parameters of the retirement system, including a rise 
in pension contributions. The other countries introduced cor-
rective changes. 

The level of income protection in retirement systems of 
the analysed countries is varied. In Czechia, Estonia, Hungary, 
Poland and Slovakia pension transfers under the public retire-
ment systems allow covering private consumption of persons 
at the retirement age. In Bulgaria, Latvia and Lithuania private 
consumption exceeds benefit income, which means additional 
transfers need to be acquired from other sources. 

One of the significant accomplishments of almost all coun-
tries of the region is raising and equalling of the retirement age 
for men and women, which posed a serious political challenge. 
This activity allows maintaining the stability of retirement sys-
tems at the same time ensuring adequacy of the paid benefits at 
a level only slightly lower than currently. Poland and Romania 
are still to face the challenge. 
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Changes in the retirement systems adopted in Central and Eastern Europe countries from 1.07.2014 to 1.07.2017

Country

Parameters affected by changes
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Bulgaria x x x x x x x x x
Czechia x x x x x x
Estonia x x
Latvia x x x x
Lithuania x x x
Poland x x
Romania x x x x x
Slovakia x x x
Slovenia x x
Total 2/9 2/9 4/9 2/9 3/9 2/9 4/9 1/9 3/9 2/9 1/9 3/9 4/9 3/9

Source: SGH own study based on the data from the European Commission.
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The biggest challenge facing Central and Eastern Europe 
countries is a sustained increase in the professional activ-
ity rate of their populations.
Social security system reforms should be performed paral-
lel to reforms of the institutional job market, aimed at en-
couraging employers to boost the demand for labour, as well 
as together with changes increasing the flexibility of the La-
bour Code and constraining job emigration. 

L
abour markets of Central and Eastern Europe coun-
tries (CEE) have a different situation than the coun-
tries of Western Europe, taking into consideration em-
ployment and professional activity ratios as well as the 
proportion of long-term unemployment in general un-

employment rate. However, the observed ratios are visibly low-
er (the proportion of long-term unemployed – higher) than the 
values recorded in more wealthy countries, particularly in the 
Netherlands, Sweden and Denmark. These discrepancies get 
even wider when referred to a decomposition of the above ra-
tios for particular age groups and genders (specifically for wom-
en). Differences in the above ratios occasionally reach over doz-
en percentage points, which allows concluding that even with 
no changes in labour efficiency, growth dynamics of some CEE 
countries could be higher than the currently observed. The val-
ues of these ratios are affected by institutional factors. 

In relation to the domestic labour markets, we have found 
out that the toughest challenge facing all of the countries in 
question is increasing the professional activity ratio of their 
populations. Having carried out analysis of this ratio with dis-
tinction into gender and selected age groups, we concluded that 

there exist opportunities for the Labour Force Participation 
Rate (LFPR) to increase, particularly in the pre-retirement age 
group (55–64) and in the sub-population of women. 

A common element for countries of Western Europe and 
CEE is the advancement of the demographic population age-
ing processes. What sets them apart, though, is the dynamics. 
In western countries demographic ageing processes show a sta-
ble rate of change, but in CEE countries, since mid 1990s of the 
20th century demographic ageing has been fairly rapid, which 
may be observed in the changes in life expectancy of men and 
women at birth and at the age of 65, as well as a growing value 
of the demographic aged dependency ratio. These processes im-
pact on the age structure of the population, determining the vol-
ume of pension and healthcare expenditure.

Without the necessary reforms aimed at raising the stat-
utory minimum retirement age and relating it to the changes 
in life expectancy, a deficit in the social security sector gener-
ated this way will require imposing an increased fiscal burden 
on the currently working generation.  This, in turn, will affect 
growth dynamics, extending the convergence process with 
more wealthy countries of Western Europe. 

Social security system reforms should be accompanied by 
reforms on the institutional labour market whose purpose will 
be to provide stronger incentives encouraging employers to in-
crease demand for labour, at the same time raising the flexibility 
of the Labour Code and restraining economic emigration. Cre-
ating a flexible labour market should allow for a more dynam-
ic flow between the labour market resources, and as a result, in-
creased GDP per capita and shorter period of convergence of 
CEE countries with the wealthier West Europe states. 
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Labour markets of selected countries 
of Central and Eastern Europe – situation 
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CHALLENGES INVOLVED  
IN CLOSING LOOPHOLES IN THE 
TAX SYSTEMS OF CENTRAL AND 
EASTERN EUROPE COUNTRIES 

In this chapter we intend to study challenges involved in closing 

loopholes in tax systems of Central and Eastern Europe countries 

as a priority for an efficient state. We will also shed more light 

on the problems of VAT non-compliance in Central and Eastern 

Europe countries.

the tax system
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Legal solutions for preventing international tax evasion im-
plemented in Poland may appear ineffective.
What is required are solutions which can be, on the one 
hand, efficient in dealing with entities engaging in aggres-
sive tax avoidance practices, on the other, may prove prac-
tical in supporting the interests of entrepreneurs seeking 
a ‘friendly’ regulatory environment. 

S
ealing the tax system has become one of the most im-
portant goals of the state policy. In the era of globali-
sation and increased tendency of companies to ap-
ply aggressive tax avoidance practices, sealing their 
tax systems has become a priority for a majority of 

EU member states. In Poland, closing loopholes in the tax sys-
tem has undoubtedly become one of the pillars of the govern-
ment policy in recent years. Increasing VAT and CIT gaps have 
made it mandatory to prevent such practices as tax evasion and 
international tax evasion. These two phenomena have also de-
termined directions of government policies striving to seal the 
tax system and implement new relevant regulations.

TRANSFER PRICING
— New legal solutions concerning transfer pricing will be of 
crucial importance for the policy of closing the CIT loophole. 
They have an altogether ‘different’ face as all decisions in rela-
tion to transfer pricing will be made in a state-to-state relation-
ship, not in the state-to-taxpayer relationship. Affiliated enti-
ties operating in the jurisdictions of two countries will be able 
only to accept or not the will of these countries concerning the 
way the income generated by such entities is shared between the 
countries. Lack of such acceptance may mean that an interna-
tional capital group will bear additional burden of double tax-
ation of the same income in both countries, which may not be 
eliminated if the countries involved do not wish so. In the years 
2015–2016 there were 15 recommendations published for coun-
tries and international capital groups (hereinafter BEPS re-
port – Base Erosion Profit Shifting), 4 of which concerned trans-
fer pricing. In 2015 Poland pioneered in implementing these 
solutions. The following solutions were adopted: reporting be-
tween countries, transparency requirements, instruments for 
the analysis of risks involved in applying transfer prices, a com-
plete package of transfer price documents. There are also other 
vital recommendations published by OECD to be implemented 
at a later moment. However, since 2015 in Poland there have not 
been implemented any of the further solutions provided for by 
the BEPS report. Quite to the contrary, changes introduced af-
ter 2015 in the area of transfer pricing seem to indicate Poland’s 
retreat from BEPS achievements. Some controversial chang-
es in regulation make the current transfer pricing policy of the 

Closing loopholes in the tax system 
– a priority for an efficient state

government rather unclear. Poland does not consolidate and ad-
just legal instruments to international standards which would 
allow retaining the existing tax base and does not invest in the 
development of highly specialised human resources in tax ad-
ministration structures. The implemented and proposed legal 
solutions are very close to instruments used in Ecuador, Singa-
pore and Mexico. An illustration of such practices is provided 
by the imposition of limits on deducting intangible service costs 
and licence fees from income tax, effective as of the beginning 
2018. Lack of suitable legal regulation or expert support for tax 
administration in Poland while preparing valuations of compli-
cated transactions makes Poland’s position in international dis-
putes feeble. It should be expected that Poland will be losing in 
such disputes with countries which are better equipped for the 
situation. This way, Poland will have to agree to diminish its tax 
base in favour of other countries. 

LIMITED JOINT-STOCK PARTNERSHIP
Actions aimed at closing loopholes in the tax system are also 
connected to extending the CIT law to limited joint-stock part-
nerships as well as taxing income of their controlled foreign 
companies. Tax empowerment of these partnerships was aimed 
at preventing tax avoidance practices. As a result of the chang-
es in the CIT law, a limited joint-stock partnership as an income 
tax payer started to be a legal person. Despite first intentions, 
this tax was all in all not extended onto limited partnerships. In 
such partnerships, financial investors as limited partners are li-
able to the amount of the commendam sum, which makes this 
legal form still attractive as compared against companies or 
limited joint-stock partnerships to which the CIT law applies. 
The above mentioned change should be recognised as a relevant 
step towards closing the CIT gap. Certainly this regulation re-
mains in line with the trends observable in other EU member 
states. The data proves that after the above mentioned tax solu-
tion had been introduced, the popularity of establishing limit-
ed joint-stock partnerships for tax reasons started to decrease.

CONTROLLED FOREIGN CORPORATION/COMPANY  
– CFC
A very significant role in sealing the tax system is played by the 
income taxation structure of incomes of controlled foreign com-
panies. Its purpose is to prevent tax evasion by enterprises with 
registered offices in a given country by assigning income to sub-
sidiaries located in countries offering low tax rates. Regulations 
relating to CFC applying in most countries of the European Un-
ion have been also included in the Polish law on income tax from 
natural and legal persons since January 2015. 

PROVISIONS ON UNDERCAPITALISATION
Another important step towards closing loopholes in the tax 
system based on CIT tax is the implementation as of 1 Janu-
ary 2018 of new solutions related to thin capitalisation. Former 
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solutions have been replaced with the new ones, derived from 
the principles included in the ATA directive on the interest lim-
itation rule. 

TAX CAPITAL GROUPS – TCG
Accounting for a limited interest in TCG structure to date, it is 
unreasonable to expect that the implemented changes have im-
proved the attractiveness of this solution and as a result have 
made the structure of TCG more appealing as a commonly rec-
ognised instrument of permitted tax avoidance. Despite the 
implemented changes, TCG solutions largely diverge from the 
standards applied in other European Union countries. 

DOUBLE TAXATION PREVENTION CLAUSE 
Introduction of the double taxation prevention clause consti-
tutes an opportunity for effective eradication of internation-
al tax evasion in Poland. It will also allow drawing the line of 
acceptable tax avoidance, simultaneously boosting the autono-
my of tax law in relation to civil law. Introduction of the advance 
tax ruling instrument is certainly a good idea, it will increase le-
gal certainty and taxpayers’ security. Unfortunately, the cost of 
such ruling is very high reaching 20 000 zł, which constrains the 
availability of this regulation and becomes a burden that can be 
born only by the biggest taxpayers. As far as some shortcomings 
of the clause are concerned, it should be stated that the concept 
of ‘artificial’ transactions on which the entire institution relies 

is not precise enough. Moreover, Polish lawmakers, against in-
ternational recommendations, have not decided to prepare and 
publish any clear and comprehensive guidelines or instructions 
as to when the clause should be applied. As for now, the con-
struction of the tax evasion prevention clause remains a theo-
retical remedy, which has not been used in practice yet. 

Having studied the above mentioned regulations, it is 
hard to agree that the proposed remedies may be efficient in 
countering international tax evasion. Efficient state policy in 
this area requires systemic solutions which, on the one hand, 
may be effective in dealing with entities using aggressive tax 
avoidance, and on the other, will account for the interests of 
entrepreneurs striving to do business in a ‘friendly’ regulato-
ry environment. Also, the number of changes made to the tax 
law regulating income taxation of legal persons is considerable 
which reveals lack of legal stability. Since the law on income 
tax from legal persons became effective until the end of 2017 
there were 202 amendments. Such a large number of amend-
ments evokes the feeling of uncertainty with entrepreneurs as 
to the future tax obligations.
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In a vast majority of Central and Eastern Europe states 
VAT collectibility has been below the EU average and VAT 
revenue as the main source of tax revenue largely unstable. 
Implementing tailored mechanisms, mandatory reporting, 
IT tools along with raising awareness has resulted in in-
creased VAT collection, exemplified by the Visegrad Group.

T
he problem of irrecoverable VAT is of particular im-
portance to the countries of Central and Eastern Eu-
rope. In a vast majority of Central and Eastern Eu-
rope states VAT collectibility has been below the EU 
average and VAT revenue as the main source of tax 

revenue was largely unstable. Loss of potential VAT revenue 
in CEE-11 countries in 2016 amounted to 24.6 bn euros and in 
2015 accounted for 17.9% of total lost revenue in the European 
Union. 

The largest potential revenue loss among the countries of 
the region was recorded in Poland, which results from a rela-
tively extensive application of reduced rates. In 2015 due to the 
application of 5% and 8% rates Poland lost about 15.45% of po-
tential revenue, whereas the loss of revenue due to applying a re-
duced rate of 10% on a much narrower catalogue of goods and 
services in Slovakia amounted to only 1.47%. 

In countries with very similar economic structures and at 
a very similar level of economic development VAT collectibility 

The problem of VAT non-compliance in 
Central and Eastern Europe countries

varies considerably. Despite economic affinity and advanced 
harmonisation of regulation in the European Union, the vari-
ation in VAT gap among CEE-11 countries in 2016 amounted 
to almost 40 pp. This fact was, among others, owed to the dis-
crepancies in the efficiency of institutions and level of tax regu-
lation complexity. In the countries with higher costs of VAT law 
enforcement the gap accounted for a major portion of liabilities. 
The very structure of the rate system turned out not to be di-
rectly correlated with the VAT gap. 

Intense efforts of implementing special mechanisms, re-
porting obligations, IT tools or raising clients’ awareness, par-
ticularly visible in the Visegrad Group countries, brought about 
increased VAT collection. Although closing the gap is cost-
ly and not all of its components may be completely eliminated, 
the example set by countries such as Croatia, Estonia and Slo-
venia which manage to maintain collectibility at a high level and 
costs of law enforcement at a low level indicates there exists sig-
nificant room for improvement of the system in other countries 
grappling with such problems, particularly in Romania. 
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Source: SGH own study.
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6
SOCIAL CHALLENGES FACING 
CENTRAL AND EASTERN EUROPE 
COUNTRIES 

In this part of the report we analyse the social challenges facing 

countries of Central and Eastern Europe. We address the issues of 

inequality impact on economic growth, household indebtedness 

and housing capitalism model.

social challenges 
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Almost all Central and Eastern Europe countries display 
one, particular model of housing capitalism which differs 
from any models applied in Western or Southern Europe. 
The model is characterised by a low level of flat commoditi-
sation, e.g. people from CEE-11 countries treat their houses 
as family goods, not commodities or financial assets. 
In Central and Eastern Europe the market of reversed 
mortgages or consumer loans secured on property is prac-
tically non-existent, and discrepancies between the social 
structure of income and assets inequality are very large. 
One of the qualities of the housing capitalism in CEE coun-
tries is low supply of flats for rent. What is more, if they at 
all become available in a given location, they tend to be very 
expensive – the rent to income ratio is much higher in the 
region than in the old EU member states. 

A
lmost all Central and Eastern Europe countries dis-
play one, particular model of housing capitalism 
which differs from any models applied in Western 
or Southern Europe. The model is characterised by 
a low level of flat commoditisation, e.g. people from 

CEE-11 countries treat their houses as family goods, not com-
modities or financial assets. As a result, they usually are not 
aware of their market value, rarely consider selling houses or 
collateralising them against a loan even if their financial situa-
tion is difficult. As a result, a great majority of housing property 
in Central and Eastern Europe countries has never been an ob-
ject of any sale transaction on the free market, but was bought 
back from the state at non-market prices, obtained in the pro-
cess of privatisation or handed down from generation to genera-
tion. Among all old EU member states the same model of hous-
ing capitalism may only be found in Italy. 

Moreover, the model is distinctive in its three other fea-
tures which, in such configuration, are not to be found anywhere 
in Europe apart from CEE countries. These are: low supply of 
social flats, underdeveloped rental market and high proportion 
of young adults living with parents. These characteristics along 

Housing capitalism model in Central  
and Eastern Europe countries

with low commoditisation of houses result in low efficiency of 
flat allocation among their users.  Housing prices in relation to 
income are much higher in the region than in the old EU mem-
ber states as the growing prices do not encourage people to sell 
or rent houses. 

What is more, the market of reversed mortgages or con-
sumer loans secured on property is practically non-existent, 
and discrepancies between the social structure of income and 
assets inequality are very large. As a result, in Central and East-
ern Europe countries there is a considerable proportion of per-
sons being owners or users of very expensive flats, but hav-
ing very low income obtained chiefly from social or disability 
benefits or pensions. For the same reasons, the wealth effect as 
a result of surging property prices manifested in increased con-
sumption and investments owed to higher value represented by 
the property is not observable in the region. 

The system of housing allocation in CEE countries large-
ly relies on family ties. However, it has a particular characteristic 
which sets the model apart from the one observable in the South 
of Europe (countries like Greece, Spain and Portugal) where the 
allocation of houses also happens through family ties. Citizens of 
Central and Eastern Europe have high housing claims towards 
the state when the family becomes unable to satisfy their needs. 
The consequence is two times higher supply of public housing and 
four times higher government expenditure on housing policy in 
the countries with non-commoditised housing capitalism model 
than in other EU member states in the South of Europe. 

The last relevant feature of the housing capitalism in CEE 
countries is scarce supply of flats for rent. What is more, if they 
at all become available in a given location, they tend to be very 
expensive – the rent to income ratio is much higher in the region 
than in the old EU member states. The market of decent stand-
ard houses for rent at competitive pricing is practically non-ex-
istent, so is the rental market in small towns and rural areas. It 
results from low level of house commoditisation and insufficient 
protection for property owners. 

ADAM CZERNIAK is a Doctor of Economics, Chief Economist at the analytical 

centre Polityka INSIGHT and Assistant Professor in the Department of Economics II of 

SGH Warsaw School of Economics. 
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Households in Central and Eastern Europe countries have 
a generally low level of indebtedness.
Financial behaviour of households in Central and Eastern 
Europe states shows many similarities to the behaviour of 
lower-income families in other European countries (low 
saving propensity, taking out more consumer loans than 
mortgage loans). 

F
inancial decisions of households in Central and Eastern 
Europe countries may be confronted against macroe-
conomic data representing the relationship of various 
types of loans and average citizen income in European 
countries. 

Households in the countries of Central and Eastern Eu-
rope are generally characterised by a low level of debt. It is low 
not only in comparison to the record-holder (Denmark where 
traditionally mortgage loans are used to finance small business 
activity), but also to low-debt Germany and Italy. 

There are differences among Central and Eastern Europe 
countries as to the extent and structure of debt. Relatively high 
indebtedness of households in Czechia, Slovenia and Estonia 
is due mostly to mortgage loans. Debt of households in Bulgar-
ia, Romania and Hungary is not high and consists in majority of 
consumer loans. It indicates a less rational attitude to running 
up debt, most likely being the consequence of poverty. This type 
of loans which require quick repayment may easily result in cli-
ents falling into a ‘debt spiral’. Poland is positioned between 
these two schemes of household debt.

The financial behaviour of households in Central and 
Eastern Europe countries has many features typical for low-
er-income families from other European countries (low saving 
propensity, taking out consumer loans than mortgage loans). 
We can also feel the impact of the social and economic change 
being part of the transformation to the market economy. At 
a macroeconomic level it is demonstrated in a high proportion of 
house ownership, however, at the microeconomic level it mani-
fests itself in a deep stratification of younger households (par-
ticularly urban ones) and older ones, poor and living in rural ar-
eas. The former, using their financial potential and knowledge 
of budget management, make classic life cycle decisions, but 
the latter ones either lack the potential or relevant knowledge 
to protect their housing needs for the old age. It may result in 
a higher than in the countries of Western Europe risk of falling 
into excessive debt, especially facing risks of overtly flexible la-
bour market (popularity of ‘junk’ job contracts). 

Indebtedness of households in Central 
and Eastern Europe countries as compared 
against other European countries

Loans as a percentage of disposable household income

Country All loans made 
to households

Consumer 
loans

Share of 
consumer loans 
in total value of 
loans

Austria 74.48% 9.01% 12.09%

Belgium 73.41% 10.01% 13.64%

Bulgaria 38.02% 17.83% 46.90%

Cyprus 192.85% 22.54% 11.69%

Czechia 57.38% 8.93% 15.56%

Germany 78.99% 9.27% 11.73%

Denmark 229.55% 11.53% 5.02%

Estonia 63.76% 5.61% 8.80%

Greece 75.51% 21.35% 28.28%

Spain 100.46% 9.88% 9.84%

Finland 99.07% 11.53% 11.64%

France 81.21% 10.60% 13.05%

Hungary 29.38% 12.24% 41.68%

Ireland 89.05% 12.21% 13.72%

Italy 57.28% 9.71% 16.95%

Lithuania 34.99% 2.93% 8.38%

Latvia 34.67% 3.18% 9.19%

The Netherlands 137.64% 5.20% 3.78%

Poland 49.98% 14.69% 29.38%

Portugal 92.07% 10.75% 11.68%

Romania 20.24% 9.35% 46.21%

Sweden 161.05% 8.56% 5.31%

Slovenia 38.12% 8.93% 23.42%

Slovakia 61.04% 11.47% 18.79%

Great Britain 123.99% 15.17% 12.24%

Source: SGH own study based on the European Credit Research Institute data.
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The more people believe one can be lifted out of poverty, the 
more important it becomes for the economic growth to in-
vest in education.

T
he purpose of the study is to verify the hypothesis of 
significant impact of income inequality perception on 
economic growth. The study was run based on pan-
el data for 73 countries in the years 1990–2014 using 
the Unweighted Least Square Solution with static in-

dividual effects. 
Data analysis has not confirmed any statistically vital in-

fluence of income differentiation or any of the measures of in-
come inequality perception on economic growth. Yet, the au-
thors managed to formulate interesting conclusions concerning 
interactive variables: 

1) the more people believe that one can be lifted out of pov-
erty, the more important for economic growth schooling be-
comes, which in fact means investment in education; 

2) the lower the acceptance of income inequality and the 
stronger the conviction that hard work is a success factor, the 
lower is the influence of the length of education on economic 
growth (this impact may even become negative);

3) the lower the acceptance of inequality, the heavier be-
comes the burden imposed on economic growth by the state’s 
engagement in the economy. 
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