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Abstract
This paper presents a comparative analysis of the current economic situation in 27 

post-socialist countries of Europę and Asia, as reflected by the latest available data 
from various intemational sources. For the purpose of this analysis, the group was 
subdivided into three subgroups: (a) Central Eastem Europę, (b) South Eastem 
Europę, (c) CIS. The ultimate aim is to assess the economic and social effects of 
transformation toward an open market economy and to elucidate the chances and 
threats related to further development. In order to explain the differences in economic 
growth, we employ an econometric model with seven explanatory variables. In order 
to assess current economic condition in individual countries, we analyse four elements 
of macroeconomic performance: (a) the growth ratę, (b) inflation, (c) unemployment, 
(d) State budget balance, (e) current account balance. Current macroeconomic 
performance and long-term economic prospects seem to be best in Central Eastem 
Europę, but quite poor in the least developed countries of the CIS and of the Balkans. 
Much of the same applies to the living standards, which have risen in the first 
subgroup, but rather decreased in the second. Russia, with its huge resources and a 
strong impact on most neighbouring countries, remains the main uncertain factor.1

Key Words: transition countries, economic performance, economic growth, 
intemational trade, social welfare.

1. Introduction
In this paper, we examine macroeconomic performance of 27 post-socialist 

countries undergoing transformation towards an open market economy. They are 
highly diversified in terms of development level, size and structure of the economy, 
intemational links, development of market institutions, reform progress and 
govemment economic policies. Apart from the countries of Central Eastem Europę 
entering the European Union, the group includes less advanced Bałkan countries, 
Russia and other post-Soviet republics, now belonging to the Commonwealth of

' The paper is a follow-up study to the article by Matkowski (2003).
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Independent States. This diversity, apart from uncertain data, presents the major 
difficulty in a comparative analysis. The heterogeneity of the sample cannot be fully 
removed by splitting it into three subgroups, according mainly to geopolitical criteria: 
CEE -  Central Eastem Europę (including the Baltic States and Slovenia), SEE -  South 
Eastem Europę, and CIS -  the Commonwealth of Independent States.

2. Size and structure of the economy
The economic potential of the group under examination is great, though it is very 

unevenly distributed and often underutilised. The whole group has an area of 23 
millions sq. km, covering morę than 60% of Europę and almost 40% of Asia, or 18% 
of the whole land surface of the Earth. This vast area is inhabitated by over 400 
millions of people, representing almost 7% of total world population. Many parts of 
the region abound in fertile land, large forests, and a variety of raw materials, 
including ferrous and non-ferrous ores, oil, and gas. However, morę than three- 
ąuarters of the total area, one-third of the total population, and most of minerał 
resources belong to one single country: Russia. The CEE and SEE represent only 6% 
of total area and 31% of total population (see Table 1).

National income and product data are imprecise in this group because of 
inaccuracies and gaps in local statistics and the large scope of non-registered 
economic activity. GDP and GNP data expressed in U.S. dollars at current exchange 
rates are generally underestimated, while altemative figures based on purchasing 
power parity (PPP) tend to be overestimated.

According to World Bank estimates, the combined gross national income of the 
analysed group in 2002 was $865 billion at current exchange rates (using the World 
Bank Atlas method), and $2.897 billion at PPP. This constituted 2.7% or 5.9% of total 
world output and income, respectively. The share of the group in global output is 
much smaller than its share in world area and population.

Morę than 40% of the total output in the group is produced in CEE and SEE, while 
the CIS (including Russia), which is incomparably greater in total area and population, 
produces less than 60%. This shows the difference between the two subregions in the 
utilisation of their resources, economic efficiency, and labour productivity.

The differences within the group are also reflected in per capita income. In 2002, it 
ranged from PPP $930 in Tajikistan to $18.480 in Slovenia. According to World Bank 
classification, the following subgroups can be distinguished:
1. lower middle income ($736 -  $2.935): Tajikistan, Kyrgyz Republic, Moldova,

Uzbekistan, and Georgia;
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2. upper middle income ($2.936 -  $9.075): Azerbaijan, Armenia, Turkmenistan, 
Ukrainę, Albania, Serbia-Montenegro, Belarus, Kazakhstan, Bosnia-Herzegovina, 
FYR Macedonia, Romania, Bułgaria, and Russia;

3. high income (above $9.076): Latvia, Croatia, Lithuania, Poland, Estonia, Slovakia, 
Hungary, Czech Republic, and Slovenia.
The structure of economies concerned (see Table 2) is also ąuite diversified. CEE 

is most advanced in the privatisation process, with private sector representing 65-80% 
of GDP. The share of private sector in SEE is 60-75% or less. Within the CIS, Russia, 
Armenia, Kazakhstan, Kyrgyzstan, Georgia, and Ukrainę have ąuite a strong private 
sector, representing 65-70% of GDP, but in the countries lagging behind in 
transformation (Belarus, Turkmenistan, Uzbekistan, Tajikistan, Moldova) private 
sector represents no morę than 50% of GDP. The share of the private sector is in fact 
higher because of the large scope of non-registered economic activity.

As to the share of three major sectors in the economy, CEE has an economic 
structure similar to that seen in the developed countries: 3-4% of GDP is produced in 
agriculture, 30-40% in industry, and 55-70% in services. The Baltic States have a 
slightly higher share of agriculture and a lower share of industry. In SEE agriculture 
maintains its relatively strong position, usually 10-15%, while the service sector is 
accordingly smaller. Russia, Belarus, Ukrainę, and Kazakhstan have a comparable 
share of industry and a relatively lower share of services. Other, less developed CIS 
countries rely mainly on agriculture and the exploitation of natural resources.

Over the past decade most transition countries have undergone structural changes, 
morę or less in linę with development trends around the world. The share of 
agriculture and industry, particularly mining and heavy industry, has generally 
declined while the share of services, including finance and trade, has increased. Both a 
comparative analysis of the current structure of economies against their development 
level, as well as an analysis of the changes taking place over time, confirm the basie 
statements of development theory, which suggests that the share of agriculture and 
industry will decrease in favour of services at higher stages of development.

Both the cross-sectional analysis of the current structure of economy in transition 
countries, and the analysis of changes in the production structure over time supports 
the hypothesis of the development theory (e.g. S. Kuznets, W. W. Rostow), which 
suggests a decrease in the share of agriculture and industry, and an increase in the 
share of services at morę advanced development stages.



The proportion between consumption and accumulation, which affects the current 
well-being and the ratę of growth, seem to be rather independent of the development 
level, as measured by per capita income.

The share of gross Capital formation in GDP changes depending on current 
condition of the economy and the inflow of foreign investments. In 2002, the highest 
accumulation ratę -  over 30% of GDP -  was recorded by both most developed 
countries in the group (Slovakia, Slovenia and Estonia) and some least developed 
countries (Azerbaijan and Turkmenistan). The lowest accumulation ratę -  below 20% 
of GDP -  was also reported by the countries ąuite different as to development level 
(Poland, Serbia-Montenegro, Ukrainę, and Kyrgyzstan). In most countries of the 
group the share of gross Capital formation in GDP ranges between 20 and 30%, which 
is similar to world-wide standards.

An interesting ąuestion is a dependence of the ratę of economic growth on the size 
of accumulation. Most growth theories suggest the existence of a positive link 
between the growth in output and the volume of investments. In the cross section 
analysis within a highly differentiated group, this relationship may not become very 
apparent, and it may even tum to be negative because of the different efficiency of 
investments, different replacement ratę, and different size of inventory investment. In 
2003, the GDP growth rates within the group were weakly, but positively correlated 
with the current accumulation rates.

The relationship between the share of consumption in GDP and the income level is 
morę pronounced. The morę developed countries, with a higher per capita income, can 
reconcile a lower consumption ratę with relatively high consumption levels. The least 
developed countries consume almost all of their GDP, and sometimes even morę. 
Nevertheless, the share of consumption depends not only on the income level, the 
propensity to save, and the proportion between exports and imports, but also on the 
size of govemment expenditure, most of which falls into the category of public 
consumption.

3. Economic growth
Almost all post-socialist countries experienced a deep economic crisis at the 

beginning of transformation. This was caused by the legacy of the past, change of 
economic system, reorientation of foreign trade, new economic policies, and change in 
the structure of output. In several countries, particularly in the Balkans and the 
Caucasus, the drop in output and income was amplified by political chaos and military 
conflicts. In CEE, recession was aggravated by the liberalisation of prices and
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exchange rates, as well as by restrictive fiscal and monetary policies aimed at curbing 
inflation. In most countries, the crisis lasted several years and led to a deep decline in 
output, sometimes by a half or even morę. In some countries (e.g. Ukrainę) recession 
continued over the entire decade. Several countries have also experienced a fali or a 
halt in economic growth after a period of ąuite a rapid development (e.g. the Czech 
Republic, Romania, Russia, and recently Poland).

As a result, in most transition economies real output now remains below the 1989 
level. This is true for all the post-Yugoslav republics (except Slovenia), Bułgaria and 
Romania, the Baltic States, and almost all the CIS. In Russia, total output now is about 
80% of the 1989 level, in Ukrainę it is just a half, and in Moldova even less. This 
gloomy fact is often overlooked by intemational observers in their transition reports.

In the CEE and SEE, a significant increase of total output compared with 1989 was 
recorded by the new EU entrants, with the highest increase in Poland. In the CIS, a 
smali increase was noted in the countries most delayed in reforms. All other CIS, 
including Russia, have not yet restored their output levels noted under the former 
Soviet Union.

O f course, all the comparisons with the past output levels are tentative estimates 
because national accounts in the former socialist States were based on a narrower 
concept (MPS -  materiał product system), while now they are compiled according to a 
broader concept (SNA -  system of national accounts). Even morę important is the 
fact, that many countries did not exist before as independent States, or have changed 
their boarders. Therefore, the estimates comparing current production levels with the 
past must be taken with caution.

The data on GDP growth are presented in Table 3. Most transition countries 
achieved a good growth in 2003. The average growth ratę within the group, weighted 
by the size of individual economies, was 5.6%. According to the estimates, this ratę 
may slightly decrease to 4.9% in 2004, due to a slower growth in the CIS. In spite of 
many development problems, post-socialist countries still belong to the most rapidly 
growing groups in the world economy.

The acceleration of economic growth in this region in 2003 was stimulated by the 
global economic recovery, which was mainly caused by the upswing in the United 
States and strengthening of the Japanese economy as well as a continuous rapid 
expansion in China. At the same time, the countries of this group, despite their strong 
dependence on export markets in Western Europę, have demonstrated a noticeable 
insensibility to the slow growth in European Union. Thanks to the competitiveness of 
some export products, depreciation of domestic currencies, and the rising trends in raw
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materiał prices, they maintained a strong increase in their exports, the main factor 
behind the good growth performance.

In the CEE countries the average growth of GDP in 2003 was 3.7% compared with 
2.5% in both 2001 and 2002. Poland has ultimately seen a recovery from two years 
stagnation, while the Czech Republic restored its usual dynamics after the disastrous 
flood. The Baltic States maintained rapid growth, between 5 and 9%, thanks to large 
foreign investments and the rise in exports. Slovenia develops at a lower ratę, 2-3% 
per year.

The SEE region has generally sustained a good pace of economic growth, by 4-5% 
on the average. Bułgaria and Romania succeeded to maintain high growth rates, 
almost 5% per year. In other Balkans, growth picked up in Albania and Macedonia, 
but fell in Bosnia-Hercegovina and Serbia-Montenegro.

The CIS enjoyed a marked acceleration of economic growth, largely driven by 
rising oil and other raw materiał prices. The Russian economy expanded by 7%. 
Ukrainę and Belarus reported an increase by 5-6%. In Central Asia, countries 
endowed with large resources of oil and natural gas (Kazakhstan, Azerbaijan, and 
Turkmenistan) continue to develop rapidly, by about 10% per year. The Kyrgyz 
economy noticed a jump due to the restart of gold production and a good performance 
in other sectors, while Armenia sustained a very rapid growth, by 13-14% a year due 
to the development of diamond industry and considerable diaspora investments. Other 
countries of the CIS also notice ąuite a ąuick growth, except Uzbekistan -  the country 
most delayed in economic reforms.

Growth forecasts for this region are based on the assumption of a continuous 
expansion in the world economy, including a revival in European Union. If this 
assumption is correct, the average growth ratę in this group in 2004 will decrease only 
slightly, to some 5%, despite the expected slowdown in the CIS.

Almost all new EU entrants should benefit from the revival in Western Europę. In 
2004, according to the estimates, Poland and Slovakia will grow by 4.5%, and the 
Czech Republic, Hungary' and Slovenia -  by 3.5%. The Baltic States will probably 
maintain a good growth record, with the increase by 5-7%.

All these countries joined the EU on May 1, 2004. Economic effects of this 
historical event will become apparent only after a longer time. The immediate short- 
run effects (price hikes and indirect tax increases) may bring about some acceleration 
of inflation, leading to the return to anti-inflationary monetary and fiscal policies, 
which can result in a temporary slowdown of economic growth.



291

The CIS will probably maintain high economic growth, but at a lower level than 
before. Nonę of this countries can count to repeat two-digit growth ratę. Economic 
growth in the CIS is hampered by the slow progress of structural reforms, weakness of 
the financial sector, and the limitations imposed on foreign trade.

During the next few years, economic situation in the new EU member countries of 
Central Eastem Europę will depend, to a large extent, on the development of the EU 
economy and their ability to absorb structural funds. The development in South 
Eastem Europę will also significantly depend on economic conditions in Western 
Europę.

Among the CIS countries, Russia and Ukrainę can sustain a relatively high growth 
during the next few years, if they manage to accomplish necessary structural reforms. 
Good prospects are open for oil countries of the Caspian region. Meanwhile, the 
countries most delayed in reforms (Belarus, Tajikistan, Turkmenistan, Uzbekistan) are 
likely to experience a slowdown.

4. Factors of economic growth
What are the major factors determining economic growth in the transition 

countries? What is the source of differences in growth rates between the countries of 
this group? The answer to these ąuestions is of fundamental importance when 
analysing growth pattems so far and evaluating futurę prospects.

Before undertaking the analysis, two important reservations need to be madę. First, 
statistical data on economic growth and hypothetical factors behind it are imprecise 
and not fully comparable. Second, the analysed group is extremely heterogeneous in 
terms of development levels, structure of the economy, economic system, intemational 
links, and economic policies pursued by the govemments. Therefore, we should not 
expect a close relationship between the specified factors and the actual ratę of 
economic growth, particularly in a cross-section study. Better results could be 
obtained from time series analysis for individual countries.

Our recent analysis tried to explain the differences observed in the average annual 
growth ratę of real GDP in individual countries of the region in the period 1990-2001, 
as shown in Table 3. The hypothetical factors of economic growth are listed in Table 
4: (1) per capita income in 1995; (2) gross Capital formation as % of GDP -  average of 
1990-2001; (3) export growth in 1993-2001; (4) cumulated per capita inflow of FDI in 
1989-2001; (5) inflation ratę -  average for 1990-2001; (6) progress of transformation 
-  average of seven indicators published by the European Bank for Reconstmction and 
Development (EBRD); (7) business environment -  average of seven indicators from
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local business surveys. We expect that all the explanatory variables, except that of 
inflation, will have a positive influence on economic growth. Inflation should have a 
negative impact sińce it usually implies restrictive fiscal and monetary policies.

The significance of some explanatory variables is controversial. For example, Iow 
per capita income as an indicator of the development level is usually assumed to 
hamper economic growth due to Iow saving and investment, but, on the other hand, 
countries starting from a Iow development level can attain high growth rates morę 
easily and, according to the convergence hypothesis, they would be able to catch up 
with morę developed countries. Meanwhile, Capital formation, the main factor 
determining economic growth in many theoretical models, can turn out to be 
insignificant or even negative because of differences in capacity utilisation, production 
structure and investment efficiency. Qualitative assessments of transformation 
progress and business environment are ąuite arbitrary and they only refer to the 
situation at the end of period, so they may not be reflected in the growth records until 
now. Assessments of the business environment taken from business surveys raise 
particular doubts; for example, indicators for Belarus, Armenia and Uzbekistan are 
better than for Poland, Slovakia, and Hungary.

The whole sample includes 25 countries (except of Bosnia-Herzegovina and 
Serbia-Montenegro), for which there are data on the average growth ratę in the 
analysed period. Assessments of the business environment are available for 23 
countries (except of Tajikistan and Turkmenistan). Comparable data on gross Capital 
formation are available for only 16 countries. Thus, for five explanatory variables, 
without Capital formation and business environment, the analysed sample includes 25 
observations, for six variables, without Capital formation -  23 observations, and for all 
seven variables -  16 observations. When dividing the sample into two subgroups: (a) 
CEE and SEE, (b) CIS, we get respectively smaller samples.

The results of analysis lead to the following conclusions. In all the analysed 
samples, per capita income, foreign investment and export growth are positively 
correlated with the GDP growth ratę. The inflation ratę is negatively correlated with 
the growth of output. Two qualitative yariables describing transformation progress and 
business environment are positively correlated with the growth ratę. All these findings 
are in linę with our expectations.

A weak and rather negative relationship between the GDP growth ratę and gross 
Capital formation is not surprising in view of the explanation given above. In the 
subgroup covering 9 countries of CEE and SEE, Capital formation resumes a positive 
relationship with the growth of output while the negative impact of inflation becomes
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morę pronounced. Meanwhile, in the subgroup consisting of 7 CIS countries, the 
relationship between growth ratę and gross Capital formation is clearly negative (due 
to a different structure and efficiency of investment) while the relationship between 
the ratę of growth and inflation appears to be positive, which may suggest that 
monetary and fiscal policies have not been too restrictive. At the same time, in the 
CIS, per capita income and foreign investment appear to be less important for 
economic growth, and progress in market-oriented reforms has so far resulted in a 
rather slower growth.

Most explanatory variables are not closely related to the ratę of economic growth, 
partly because of the smali size and diversity of the sample and imprecise data. 
Colinearity of some variables (such as income, progress of transformation, and foreign 
investment) raises another problem in estimating regression eąuations and interpreting 
the results.

For the samples including 23 or 25 countries, regression of the GDP growth ratę 
against five or six explanatory variables gives a poor fit (R2 = 0.40) suggesting a 
significant influence of only two factors: per capita income and export growth. For 16 
countries, regression against seven explanatory variables gives a satisfactory fit (.R2 = 
0.71), but some variables (foreign investment, inflation, and progress of 
transformation) appear to be insignificant. After eliminating foreign investment and 
inflation, we obtain a relatively good fit (R2 = 0.70), with reasonable and significant 
values of parameters. Gross Capital formation continues to have a negative impact on 
the observed differences in growth rates; i.e. faster growing economies have lower 
accumulation rates. Income level has a positive but relatively smali influence on 
economic growth. Meanwhile, growth of exports, progress in transformation and 
business environment play an important role.

For both of the two distinguished subgroups, multiple regression yields rather poor 
results, if only for their smali size. For CEE and SEE, a model with five explanatory 
variables (without inflation and business environment) explains a large portion of 
variation in GDP growth rates (R2 = 0.87), with virtually all the variables being 
significant. However, it suggests that exports and foreign investments have a minor 
influence on economic growth, which in this subgroup appears to be least likely. The 
same model applied to the CIS suggests that foreign investment and progress in 
transformation are not significant.

The moderate success of our attempt to explain the differences in economic growth 
between the countries in transition should not discourage anyone from continuing such 
tests. In the long run, the principles of economic growth consistent with growth
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theories and economic reasoning should become manifest morę clearly. They have 
been obscured as yet by structural differences between the countries included in this 
group as well as by various interfering factors: natural disasters, military conflicts, 
changes of govemment and economic policy, etc. The adeąuacy of data should also 
improve. One can therefore expect that further research would lead to the construction 
of econometric models that will not only help to explain past trends, but also to 
forecast futurę development.

5. Inflation and unemployment
Apart from the problems related to economic growth, inflation and unemployment 

are among the major macroeconomic problems affecting transition countries.
High inflation appeared just at the beginning of transformation, following the 

freeing of prices and exchange rates, with a simultaneous increase in nominał incomes 
and a deep decline in output. In many countries this has led to a sudden rise in prices, 
as manifested by three- or four-digit inflation. Tax increases and the introduction of 
value-added tax (VAT) have also fuelled inflation. Most countries of the group have 
gone through a severe purgatory of hyperinflation. Only a few (the Czech Republic, 
Slovenia, and FYR Macedonia) have managed to avoid it by keeping State control 
over basie prices.

Initially, inflationary pressure was caused by excessive demand, the source of 
which was delayed consumption, rising wages and high budget expenditure. The 
growth of income and demand was not matched by the supply of goods and services 
due to Iow domestic output that was not always supplemented by adeąuate imports. 
Over the time, however, there also emerged cost pressures from the increase in wages, 
lack of competition, high interest rates, and rising prices of imported raw materials 
(including oil) and investment goods, converted into deflating domestic currencies. 
Inflation was also pushed by budget deficits, increase in administered prices and taxes, 
and monopolistic price hikes not justified by demand or cost pressures. Restrictive 
monetary policy, ąuite successful in reducing demand pressure, lost its power in the 
face of a new configuration of inflation factors. Moreover, in several countries of the 
group, continuation of this policy has led to a slowdown in economic growth and 
higher unemployment.

Table 5 presents basie data on inflation and unemployment. Over the whole period 
of 1990-2001, the highest inflation was recorded in Belarus, Ukrainę, Russia, and in 
the least developed countries of the CIS: Azerbaijan, Tajikistan, Turkmenistan, and
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Uzbekistan. Among the SEE countries, the highest inflation was noted in Bułgaria, 
Romania, Croatia, and Serbia-Montenegro.

Among the SEE countries, Romania and Serbia-Montenegro are still coping with 
high inflation. Meanwhile, in CEE countries, except Slovakia, Slovenia and Hungary, 
inflation has been cut down to the level seen in the EU. In some countries (notably 
Lithuania and Bosnia-Hercegovina) deflation rather than inflation is now becoming a 
real challenge. Among the CIS countries only few (Caucasian countries, the Kyrgyz 
Republic, and Ukrainę) have managed to halt inflation by fairly rigorous monetary and 
fiscal policies, or simply due to a prolonged recession. Belarus, Tajikistan and 
Uzbekistan -  lagging most behind in the reform process -  are still witnessing a high 
inflation. In Russia inflation now runs at about 14% per year.

Unemployment appeared in post-socialist countries at the very beginning of 
transformation, with the closing of many State enterprises and institutions as well as 
state and cooperative frms, and a substantial reduction of employment in govemment 
administration and public services. In the course of privatisation, employment was 
further cut by massive layoffs. The drop in output greatly contributed to rising 
unemployment.

Policies to deal with unemployment are often inconsistent and ineffective. They 
focus mainly on unemployment benefits. Active labour market policies, such as 
information and advisory services, training and retraining of the unemployed, public 
works, loans for smali businesses, and special programs for the disabled and youth, are 
less developed.

Unemployment in transition economies is predominantly structural, reflecting a 
mismatch between the supply and demand for labour in terms of skills, age, sex, and 
location. Theoretical concepts seeking to explain unemployment by excessively high 
wages are irrelevant here sińce they disregard structural unemployment, assuming 
perfect labour mobility.

However, one important cause of unemployment related to the wagę level is the 
significant difference between net eamings received by employees and gross wages 
paid out by employers, including taxes and social security contributions. This 
phenomenon (tax wedge), combined with a relatively generous system of welfare 
payments and unemployment benefits, undermines the willingness of the unemployed 
to undertake work and, at the same time, it hampers new job creation.

The actual level of unemployment in transition countries is largely unknown. Data 
on the registered unemployment are incomplete and incomparable. The number of 
registered unemployed depends to a large extent on the system of benefits, which
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varies greatly among the analysed countries. On the one hand, many unemployed 
cease to register at labour offices once they have used up their benefits. On the other 
hand, many registered unemployed have a permanent or temporary job in the informal 
economy. Survey data indicate that unemployment in some transition countries is 
much higher than what the official statistics say. This is particularly true in the CIS.

In CEE, unemployment rates now rangę between 6-7% in Hungary and Slovenia, 
10-13% in the Czech Republic and the Baltic States, and 17-20% in Slovakia and 
Poland. High unemployment, 15-30%, is also seen in most SEE countries. The CIS 
countries report significantly lower levels of registered unemployment, but these data 
are not certain, partly because of the large scope of informal activities and partly due 
to the fact that many workers continue to work at their enterprises even without 
regular pay. Survey data show that several CIS countries (e.g. Russia, Kazakhstan, 
Armenia, Georgia, Tajikistan, and Turkmenistan) have serious problems with 
unemployment.

Most transition economies now have moderate inflation with very different 
unemployment levels. However, excluding a few atypical cases (high inflation 
combined with high unemployment), we can observe a negative relationship between 
inflation and unemployment, in linę with the Phillips curve, even in a cross-sectional 
study.

6. Deficits and debts
Among factors that restrain active economic policies and hinder economic growth 

in transition countries are chronic deficits in public finance and current foreign 
accounts. Only a few countries have morę or less balanced State budget, and even 
fewer have a positive current account balance. Most transition economies face 
continuous difficulties in maintaining an eąuilibrium in both public finance and 
foreign trade.

Although high budget deficits imply higher demand, they tend in practice to fuel 
inflation rather than to stimulate output growth. At the same time, they increase public 
debt, undermining futurę growth prospects. Budget deficits are caused by excessive 
public spending as compared to current tax revenues, privatisation receipts, customs 
proceeds, and other budget revenues. Current account deficits are the result of a high 
propensity to import, which is a conseąuence of insufficient and non-competitive 
domestic production, and a limited export ability, which is constrained by the size and 
structure of domestic production and its intemational competitiveness. Current
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account deficits -  unless compensated by Capital inflows -  weaken the domestic 
currency and raise foreign debt, placing a burden on futurę development.

The influence o f budget and current account deficits on the economy depends not 
only on their size, but also on the methods of financing them. A deficit in the 
govemment budget covered by privatisation revenue, foreign aid, or the sale of 
govemment securities is certainly less dangerous than a deficit financed simply by 
additional money emission. Similarly, a deficit in the current account compensated by 
the inflow o f foreign Capital is less detrimental to economic growth than is a deficit 
not matched by an adeąuate surplus in Capital accounts.

Table 6 shows the size of generał govemment and current account balances (as 
percent of GDP) as well as the amount of public and foreign debt. Poland, the Czech 
Republic, Slovakia, and Hungary have budget deficits reaching 4-7% of GDP, far 
beyond the EU norms. Meanwhile, the Baltic States and Slovenia are pursuing much 
morę rigorous fiscal policies. Much of the same applies to Bułgaria and Romania, 
where fiscal discipline is imposed by foreign aid programs. Most CIS countries have 
managed to keep a smali or moderate budget deficit. On the other hand, most countries 
of the former Yugoslavia and Albania run quite high deficits in public finance.

Public debt is relatively Iow in Estonia, Latvia, the Czech Republic, Slovenia and 
Romania (5-25% of GDP). It is also relatively Iow (10-30% of GDP) in Russia, 
Belarus and Ukrainę as well as in Kazakhstan and Azerbaijan -  the big oil producers. 
However, public debt becomes a significant problem (50-60% of GDP) in Poland, 
Hungary, Croatia, Albania, and in the least developed CIS countries: Moldova, 
Kyrgyzstan, Tadjikistan, and Uzbekistan (50-110% of GDP). For several countries of 
the CIS and post-Yugoslav republics we do not have relevant data.

The less developed countries -  Albania, Bosnia-Herzegovina, Serbia-Montenegro, 
Macedonia, Moldova, Azerbaijan, and Georgia -  face the largest current account 
deficits. Among the morę developed countries, the Czech Republic, Slovakia and the 
Baltic States have high deficits, too. Most of the CIS countries have a negative foreign 
trade balance. While Russia, Ukrainę, Kazakhstan, Turkmenistan and Uzbekistan still 
record a significant surplus in current accounts, soon they will have to undertake an 
increased effort to repay their foreign debts.

Foreign debts, both public and private, of transition countries are generally ąuite 
high. In the least developed countries (Serbia-Montenegro, Moldova, the Kyrgyz 
Republic) they amount to 70-100% of GDP. But even morę developed but smali 
economies (e.g. Hungary, Slovakia, Bułgaria, Estonia, and Latvia) also face a 
relatively high foreign debt burden, exceeding 50% of GDP. The impact of foreign
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debts on the economy depends on export capacity and the inflow of foreign 
investment.

7. Foreign trade and foreign investment
Most transition countries today are widely open to intemational trade and 

cooperation, and heavily dependent on exports, imports, and foreign investment. 
Liberalisation of foreign trade was one of the most important elements in the 
transformation process. It has resulted in rapid growth of exports and imports. In CEE 
and SEE, the establishment of a new political system was accompanied by a radical 
reorientation of foreign trade. The share of trade within the former Soviet bloc has 
sharply declined while trade with Western Europę, the United States, and the rest of 
world has significantly increased. Within the CIS, this process was much slower and 
has not yet reached a similar level due to geographical factors and strong economic 
ties with Russia and neighbour countries.

The basie data on foreign trade and FDI are shown in Table 7. The first column 
shows the average share of exports and imports in GDP, indicating the degree of 
openness and the dependence on foreign trade.2 In smali countries of CEE and SEE, 
the share of foreign trade in GDP is very high, at a level typical of smali and open 
economies: 50-80%. In medium-sized countries (e.g. Poland and Romania) this ratio is 
respectively lower: 30-50%. Among the CIS countries this share is very diversified. 
Russia is currently heavily involved in intemational trade, with exports and imports 
equal to about 30% of GDP, three times morę than the same ratio in the United States. 
Other countries of the CIS have different shares of foreign trade in the economy: from 
40% in Armenia and Kyrgyzstan to 90% in Tajikistan. Ukrainę and Belarus notice a 
relatively high degree of openness, but a substantial part of their trade still takes place 
through barter agreements with Russia.

In terms of the absolute value of exports and imports, Russia is on the top, 
followed by the Czech Republic, Poland, Hungary, Ukrainę, Slovakia, and Romania. 
Most of transition countries at least doubled the value of their exports between 1993 
and 2001. Only a few of them, relying mainly on agricultural products, have not seen a 
significant growth of exports.

2 T hese  shares ( i f  no t o therw ise ind icated) have been  ca lcu la ted  from  IM F data on  exports and 
im ports and G D P expressed  in  national cu rrencies. S im ilar ind ica to rs pub lished  by  the W orld  
B ank, b ased  on  the va lues expressed  in  U .S . do llars, are  overestim ated  due to  the  use  o f  G D P 
d a ta  ca lcu la ted  at cu rren t exchange rates.
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For most countries of the region, exports constitute one of the main factors of 
economic growth. The current recovery in world markets stimulates their exports and, 
as a conseąuence, economic growth.

Although foreign trade is very important to all the economies concemed, its size is 
still relatively smali as compared with the total world trade. In 2003, the total share of 
all this group in world exports and imports was about 6%. The share of Russia in 
world exports is about 2%. The share of Poland in world exports and imports is 0.6% 
and 0.8% respectively.

Another important extemal factor shaping economic progress in transition 
countries is the inflow of foreign direct investment. Data on foreign investment 
published by different sources vary greatly, mainly depending on the definition 
adopted. It is usually assumed that FDI includes the acąuisition of existing companies 
and the creation of new businesses or firms with a dominant stake of foreign Capital. 
The EBRD data on the inflow of FDI to transition countries, shown in Table 7, are not 
comparable with the World Bank data and with the data reported by national 
authorities. These data show the net inflow of foreign Capital, that is the inflow minus 
withdrawal; therefore, for some countries the value reported in a given year is 
negative. The data refer exclusively to the purchase of shares in local enterprises and 
accompanying investment outlays. They are significantly lower than the gross data on 
FDI inflow published by national authorities.

Despite the discrepancies, it is not difficult to identify the countries which have 
attracted the most FDI. Ranked by sum total, these are: Poland, the Czech Republic, 
Hungary, Kazakhstan, Romania, Slovakia, Croatia, and Russia. However, in per capita 
terms smaller countries were most successful: the Czech Republic, Hungary, Slovakia, 
Croatia, Slovenia, and Latvia. In 2003, Poland and the Czech Republic in CEE as well 
as Kazakhstan and Azerbaijan in the CIS received the biggest inflow of foreign 
Capital. In relation to GDP, Azerbaijan, Kazakhstan, Estonia, Bułgaria, Croatia, and 
Serbia-Montenegro attracted the most.

The inflow of FDI to this region is gradually decreasing as opportunities to acąuire 
the most attractive State enterprises are becoming exhausted and the ratę of 
privatisation is slowing down, particularly in sectors o f strategie importance for the 
economies. Construction o f new facilities (greenfield investment) represents a smali 
portion o f the foreign Capital that has come to the countries in transition; most 
investments concentrated on the acąuisition and modemisation o f existing State 
enterprises and banks.



The amount of FDI inflow depends not only on the attractiveness of investment 
opportunities but also on the risk. The investment risk index published by the World 
Bank indicates the following countries in the group as relatively safe and most 
friendly to foreign investment: Slovenia, Latvia, the Czech Republic, Hungary, 
Estonia, Poland, Russia, Slovakia, and Lithuania. Among other countries, Croatia, 
Bułgaria, Romania, and Kazakhstan are also considered relatively good places to 
invest, while investments in Armenia, Moldova and Belarus are deemed to be most 
risky.

The inflow of FDI brings about manifold benefits for the host countries by: (a) 
increasing total domestic investment and stimulating economic growth; (b) 
introducing modem technology and organisation; (c) broadening the rangę of goods 
and services available on the market; (d) increasing exports or substituting imports; (e) 
yielding considerable revenues to the State budget (sales revenues, rents, and taxes); 
(f) increasing competition in the market, thus contributing to higher ąuality of goods 
and lower prices. At the same time, however, FDI may be a source of certain threats, 
such as: (a) crowding out of domestic production, services and trade; (b) higher 
unemployment through layoffs in existing production facilities and less cooperation 
with domestic suppliers; (c) increase of imports; (d) outflow of profits and salaries; (e) 
less economic sovereignty and morę constraints on national economic policies. The 
balance of these contradictory effects usually tums out to be positive. This is why 
most countries of this group seek to attract new foreign investment and sometimes 
they even engage in an intensive rivalry to lure specific investors.

Until now, CEE and oil countries of the CIS have attracted the most foreign 
investment. In the face of Iow domestic savings and high investment needs, FDI plays 
an important role in the development of transition economies.

8. Macroeconomic performance
Our generał assessment of the current macroeconomic performance of the countries 

in transition will be based on five indicators: (a) ratę of economic growth (GDP), (b) 
unemployment ratę (UNE), (c) inflation ratę (INF), (d) government budget balance 
(GOV), (e) current account balance (CAB). The indicators describe the current 
performance of the economy; they do not tell much about its past and luture. All the 
data (if not otherwise indicated) refer to the year 2003.

Figurę 1 shows the results for individual countries. The shape of the graphs 
depends on the axis arrangement and their scalę. The scalę has been suited to actual 
data distribution within the group. The pentagon vertexes, marking the maximum or
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minimum values of the respective indicators, are generally conceived as desirable 
(positive) objectives, although sometimes this assumption may be disputable; for 
example, a high surplus in current accounts or in the State budget, or no 
unemployment and zero inflation, may not be the best result. Morę developed 
countries, pursuing active economic policies and open to intemational cooperation, are 
often represented by ąuite fiat figures, demonstrating relatively Iow economic growth 
coupled with considerable deficits in generał govemment and foreign trade. Low 
inflation is often combined with high unemployment, and vice versa. Another problem 
is the relative significance of individual criteria (e.g. is a low inflation eąually 
important as low unemployment?). All these reservations should be considered when 
interpreting the graphs.

A comparison of the graphs leads to the foliowing observations. The most 
developed countries of this group belonging to CEE are characterised by moderate 
economic growth, low inflation, ąuite high unemployment, and, as a rule, substantial 
deficits in current accounts and in the State budget. Some of the less developed 
countries of SEE (Romania and Serbia-Montenegro) are still confronted with 
relatively high inflation. Morę advanced countries of the CIS (Russia, Ukrainę, 
Kazakhstan, and the Caucasian republics) are experiencing fairly fast economic 
growth, along with low registered unemployment, relatively sound State budgets, but 
different current account balance (highly positive in Russia and Ukrainę, but negative 
in Armenia and Georgia). The less advanced CIS countries feature different rates of 
economic growth (which also are ąuite volatile), low official unemployment, and low 
budget deficits, but freąuently considerable deficits in current accounts. Among all the 
countries in transition the best proof in 2003, in terms of the five macroeconomic 
performance characteristics, belongs to Russia, Ukrainę, Kazakhstan, Lithuania, and 
Latvia. Rather poor results are presented by Slovakia, Poland, the Czech Republic as 
well as most of the SEE countries; in the CIS, Belarus, Georgia, Kyrgyzstan and 
Uzbekistan seem to perform worst. From this enumeration we can see how 
controversial the findings may be about the comparative macroeconomic performance 
if the assessment is based on a few single parameters, no matter how significant they 
are.

9. Social welfare and living standards
The most important issue in evaluating the effects of transformation is the ąuestion 

how the change of economic system has translated into social well-being and living 
standards: what is the balance of costs and benefits of transformation for an average
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family and a Citizen? The answer to this ąuestion can help us to understand people’s 
attitudes towards the reforms.

The concept of social welfare is much broader than that of the materiał standard of 
living, which can be assessed, albeit imperfectly, with such statistical indicators as per 
capita income or consumption. It also includes many other aspects of the ąuality of 
life, such as housing conditions, health, education, public security, justice, political 
freedom, and citizens’ rights. Not all of these components are measurable and many of 
them are not covered by the available data.

Table 8 shows the key indicators of living standards in transition countries 
according to the latest available data. Per capita income data are different from those 
in Table 1 due to a different measure, year, and source; however, the differences are 
not significant in a comparative assessment. The highest income levels are noted in 
CEE while the lowest income is reported by the CIS countries of Asia and Caucasus 
(except of Kazakhstan), Moldova and Albania. Low income is usually accompanied 
by high income ineąuality and poverty. Countries that are morę developed and morę 
advanced in economic reforms not only enjoy higher income levels and lower poverty 
rates but also have managed to avoid a sudden increase in social polarisation during 
the transition.

The poverty ratę is measured by the percentage of population with PPP income 
under $2 per day. In the poorest countries of the group (Tajikistan, Kyrgyzstan, 
Armenia and Moldova), this ratio is as high as 40-65%. But even in some of the morę 
developed countries (Bułgaria, Romania, Russia, and Ukrainę) at least one-fifth of the 
population is living below the poverty linę.

Income ineąuality is measured by the Gini coefficient. It points to great differences 
in income distribution that have emerged in such countries as Russia, Ukrainę, 
Caucasian States, and Kyrgyzstan. The ineąuality in income distribution is very 
pronounced in most CIS countries, with the exception of the countries lagging behind 
in the transformation process. In CEE and SEE these differences are smaller, though 
also considerable. Income disparities are also large in the Baltic States, Hungary, and 
Romania.

There is a elear relationship between poverty and income ineąuality. The poorest 
countries tend also to have the largest income disparity. This is because poverty in the 
countries in transition has two main sources (Milanovic 1998; World Bank 2000). The 
first was the decline in income caused by economic crisis at the very beginning of 
transformation. The second is the growing income ineąuality, partly a result of the 
introduction of market principles and partly due to inadeąuate policies and a poor
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enforcement of the law. People who found a good place in the new reality are 
becoming richer while the weakest social groups, including the dismissed and low- 
skilled workers and the population of rural areas, are facing pauperisation. Multiple- 
children families and most pensioners have been placed in a particularly difficult 
situation.

Poverty, under-nourishment, poor housing and sanitary conditions, lack of hygiene, 
limited supply and poor ąuality of medical care negatively affect the health status of 
population. This is evidenced by a high infant mortality ratę and relatively low life 
expectancy. Life expectancy at birth ranges between 62 years in Kazakhstan, 66 years 
in Russia, 70 years in Romania, and 76 years in Slovenia, while in the developed 
countries it averages 78. The actual length of life of the current population is much 
lower. In some of the less developed countries of this group, infectious diseases, 
including AIDS, constitute a serious health problem.

In the least developed transition countries, the situation in education is also 
deficient, as regards both access to schools and the ąuality of education. Children from 
poor families have a limited access to good education, which is a necessary 
prereąuisite to social and economic advancement. The differences in educational 
opportunities are one of the major causes of the poverty trap, a factor that prevents 
breaking out of the vicious circle of poverty. In a macroeconomic perspective, an 
important element of the same problem is a low ratę of savings, which limits the funds 
available for investment.

The education index, based on official data, is not a precise measure of the actual 
level of education. It reflects only the school enrolment rates and the degree of literacy 
among adults. In the high developed countries, this indicator assumes the value 0.96. 
In the analysed group, similar values are recorded for Poland, Slovenia, the Baltic 
States, Russia, Belarus, and Ukrainę. Central Asian countries of the CIS report 
considerably lower values, and the Caucasian countries are placed at the bottom.

The condition of education and health depends, of course, on the level of outlays 
madę to finance these two social sectors. The amounts spent on education and health 
in this group are very differentiated. In the most developed countries of the CEE, 
expenditures on health and education represent about 10% of GDP, but in most of the 
CIS they are much lower.

This situation raises a fundamental ąuestion about the development prospects of 
some post-socialist countries, and especially about their ability to ensure sustainable 
economic growth and growing welfare. Although the previous command system failed 
to assure economic efficiency and a constant improvement of people’s well-being,
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there is no guarantee that the market system now built, combined with political 
democracy, will automatically bring a success. The new political and economic 
system opens up new chances, but it also brings many new problems and threats.

A synthetic indicator of living standards is the human development index (HDI), 
calculated by the United Nations Development Programme. It is based on three 
components: per capita income, education level, and life expectancy. The index 
assumes values from 0 to 1. The last column of Table 8 shows the values of this 
indicator for transition countries as well as their ranks in a worldwide comparison.

As could be expected, CEE countries rank relatively high in this classification. The 
Balkans are placed considerably lower. Among the CIS, Russia, Belarus and Ukrainę, 
as well as Kazakhstan and the Caucasus, keep slightly before the middle of the 
worldwide list. Most of the Central Asian countries of the CIS, as well as Moldova 
and Albania in Europę, occupy lower positions, typical of underdeveloped countries.

What was the change in the living situation of an average Citizen in a country 
which has gained or regained its independence and is now heading towards an open 
market economy? Central and Eastem Europę has noted a considerable rise in real per 
capita income, despite its decline at the beginning of transformation. South Eastem 
Europę, except of Slovenia and Croatia, has not seen a major improvement. Most of 
the CIS, except of Russia, Belarus and Kazakhstan, have experienced a significant 
decline in income (in Tajikistan, income now is less than a half of its level in 1990). 
Unregistered income obtained in the “grey economy” could improve these 
proportions, but the generał picture would remain morę or less the same.

A look at the evolution of the HDI leads to similar conclusions. In many transition 
countries this indicator is currently higher as compared to 1990, but the improvement 
is relatively smali. In some countries the indicator decreased at the beginning of 
transformation, and it has recovered only in recent years. In Russia, Belams and 
Ukrainę, as well as in Moldova, Armenia and Kazakhstan, it still remains below the 
1990 level.

All in all, the balance of social effects of transformation, especially as regards 
living standards, is not too impressive. The average living standard in the less 
developed countries has actually deteriorated. But even in countries that have 
experienced vigorous growth and have modemised their economies, many citizens do 
not see any significant improvement in their living conditions. The increase in national 
income has been unevenly distributed between metropolitan and rural areas, and 
between various social groups. A new and significant problem is a massive 
unemployment. Crime and violence as well as corruption have surged enormously.



The functioning of public services, government administration and the judicial system 
is subject to much criticism. Reforms of social security and health care have limited 
access to health care and caused a radical increase in the prices of medical services 
and medicines. Progress in education is also mixed. Reforms of the educational 
system, modemisation of teaching programmes and an improvement in school 
facilities have generally increased the ąuality of education. At the same time, partial 
privatisation of education has weakened the feeling of egalitarianism.

In many areas affecting daily life, such as housing, Communications, transport, 
finance, and so forth, progress is evident. Trade has developed enormously, with a 
plenty of nice shops now offering a variety of goods delivered by domestic and 
foreign suppliers. It is easy to satisfy all kind of consumer needs, provided that one 
has money. However, the real problem is that many people simply cannot afford it.

The newest EBRD report on transition includes a comprehensive assessment of the 
progress of democracy, political freedom, and citizens’ laws. It admits major progress 
in establishing and consolidating democratic systems in the transition countries of 
Europę. In many countries of the CIS, however, the process of political reforms is 
ąuite slow and often interrupted by conservative forces. The authors say that the 
assessment of the impact of political and economic freedom on the ąuality of life 
should be left to the inhabitants of the region. People’s opinion about the costs and 
gains have a significant impact on the policy of transformation and its pace. However, 
the change in political and economic system is essentially irreversible.

10. Long-run growth prospects
Uncertainty about non-economic factors influencing economic growth in the 

countries in transition -  political, social and institutional -  makes any long-term 
forecast extremely difficult. Forecasts and projections presented by govemments, 
independent researchers and intemational organisations rely on arbitrary assumptions, 
and they are fraught with much uncertainty.

Capital formation is one of the crucial intemal factors o f economic growth. 
However, our analysis o f economic growth in the countries in transition suggests that 
the accumulation ratę as recorded in national income accounts may be a poor and 
sometimes misleading indicator o f potential and actual output growth because of 
imprecise data, varying investment efficiency, and limitations o f the measure itself, 
which does not take into account the use o f production assets and natural resources, 
damage to natural environment and the investment in human Capital.
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In assessing long-term development potential of transition countries, we may use 
the World Bank estimates of the adjusted net Capital formation as a guideline. This 
measure represents net investment in fixed assets (gross investment minus 
depreciation), plus outlays on education (investment in human Capital), diminished by 
the estimated costs of natural resource depletion and environmental damage.

In 2002, the adjusted net Capital formation for CEE was about 13% of GDP, while 
in SEE it averaged 6%. In the CIS, this indicator is greatly dispersed, ranging from 
minus 20 or minus 50% in Uzbekistan, Azerbaijan and Kazakhstan to minus 6% in 
Russia, and about plus 10% in Belarus, Georgia, Kyrgyzstan and Moldova. Assuming 
that these estimates are reasonably correct, these differences would influence 
economic growth in the years ahead, increasing the income gap between the two 
subgroups: new EU members, and the Balkans and CIS.

The second important factor shaping the growth prospects of transition countries is 
their progress in structural reforms towards an open market economy and political 
democracy. The most uncertain factor is the futurę development of Russia. With its 
huge resources and a strong impact on most neighbour countries, Russia remains a 
significant factor influencing growth prospects in the whole region.

Summing up, the countries of CEE joining the European Union appear to have the 
best growth prospects. The SEE countries face a tougher outlook, as they are left with 
many tasks and challenges as regards privatisation, restructuring and building market 
institutions, when relying mostly on their own resources. Long term prospects for the 
countries of the CIS are subject to most uncertainty. If they continue to delay 
structural and institutional reforms, it will adversely affect their futurę development. 
However, most of them have large reserves of production potential. Using these 
reserves and improving economic efficiency, they can attain a sustainable growth.

11. Conclusions
1. The analysed group of 27 countries in transition from a command to market 
economy is highly diversified with respect to development level, size and structure of 
the economy, intemational links, development of market institutions, reform progress 
and economic policies pursued by the govemments.
2. Almost all the post-socialist countries experienced a deep economic crisis just at the 
beginning of transformation. This was caused by the legacy of the past, change in 
economic system and in production structure, realignment of extemal ties, and new 
economic policies. In several countries the economic crisis was deepened by political 
chaos and military conflicts. As a result, in spite of satisfactory growth during the last
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few years, total output now in most transition countries remains below the level of 
1989.
3. Econometric analysis of factors that may explain the differences in economic 
growth between the countries in transition has confirmed the positive impact of the 
development level (per capita income), FDI inflow, growth of exports, progress in 
transformation, and the ąuality of business environment, as well as negative impact of 
inflation. On the other hand, the relationship between long-run growth and 
accumulation ratę is week and rather negative.
4. Many countries in the group now are faced with high unemployment. Inflation has 
been curtailed in most CEE and SEE, but it still remains ąuite high in most countries 
of the CIS. Unemployment is generally unrelated to inflation, but some trade-off can 
be observed in cross-section analysis.
5. Two additional problems are chronię deficits in State budgets and current accounts. 
The deficits contribute to an increase in public and foreign debts, placing a constraint 
on economic development.
6. Most transition countries now are open economies, heavily dependent on exports 
and imports as well as on foreign Capital. For many countries of the group exports and 
foreign investments provide an important growth stimulus. The FDI inflow contributes 
to economic development in many ways, but it also brings about certain problems and 
threats.
7. Current macroeconomic performance of transition countries is differentiated. 
Central and Eastem Europę has managed to sustain moderate growth and to curb 
inflation, but it is troubled by relatively high unemployment and considerable deficits 
in State budgets and current accounts. Some countries of the South Eastem Europę are 
still coping with inflation, and most of them face high unemployment. Morę advanced 
countries of the CIS combine ąuite rapid economic growth with a balanced State 
budget and low registered unemployment (which, however, may be misleading). The 
less developed CIS countries, lagging behind in market-oriented reforms, have 
different records of economic growth and inflation, while most of them report high 
deficits in foreign trade.
8. The effects of transformation on living standards and social welfare are not 
unambiguous. Central and Eastem Europę has witnessed a considerable increase in 
real income levels, while most of the Balkans have not seen a significant change. In 
most countries of the CIS, there was a considerable decrease in per capita income. 
Another problem is rising ineąuality in income distribution. The HDI points to an
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improvement in living standards in CEE and SEE, but in most of the CIS this indicator 
is lower now as compared to 1990.
9. Long-term development prospects in the region depend on both intemal and 
extemal factors that are subject to high uncertainty. Good prospects seem to be open 
for the new EU entrants. Less favourable prospects face SEE where much remains to 
be done in privatisation, structural reforms, and the creation of market institutions. 
Most uncertainty is related to futurę development in the CIS, especially in Russia, 
where the utilisation of existing reserves critically depends on further reforms.
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Appendix
Table 1. Area, population, and national income

Surface
area

Popu-
lation

Gross national income in 2002

Country
at current exchange 

rates"
at purchasing power 

parity
thousand 

sq. km millions total
$ billions

per capita 
S

total
$ billions

per capita 
$

CEE
Czech Republic 79 10 56.0 5.480 152 14.920

Estonia 45 1 5.7 4.190 16 11.630
Hungary 93 10 53.7 5.290 133 13.070

Latvia 65 2 8.1 3.480 21 9.190
Lithuania 65 3 12.7 3.670 35 10.190

Poland 313 39 176.6 4.570 404 10.450
Slovakia 49 5 21.3 3.970 68 12.590
Slovenia 20 2 20.4 10.370 36 18.480

729 72 354.5 865
SEE

Albania 29 3 4.6 1.450 16 4.960
Bośnia- 51 4 5.4 1.310 25* 6.250*

Herzegovina
Bułgaria 111 8 14.1 1.770 56 7.030

Croatia 57 4 20.3 4.540 45 10.000
Macedonia FYR 26 2 3.5 1.710 13 6.420

Romania 238 22 41.7 1.870 145 6.490
Serbia- 102 8 11.6 1.400 44 d 5.260rf

Montenegroc
614 51 101.2 344

CIS
Armenia 30 3 2.4 790 10 3.230

Azerbaijan 87 8 5.8 710 25 3.010
Belarus 208 10 13.5 1.360 55 5.500
Georgia 70 5 3.4 650 12 2.270

Kazakhstan 2.725 15 22.6 1.520 84 5.630
Kyrgyzstan 200 5 1.4 290 8 1.560

Moldova 34 4 1.7 460 7 1.600
Russia 17.075 144 306.6 2.130 1.165 8.080

Tajikistan 143 6 1.1 180 6 930
Turkmenistan 488 5 5.1* 950* 23 4.780

Ukrainę 604 49 37.9 780 234 4.800
Uzbekistan 447 25 7.8 310 41 1.640

22.111 279 409.3 1.670
Total 23.454 402 865.0 2.879

Percentage o f the 17.5 6.5 2.7 6.3
world

a According to the World Bank Atlas method. 
b 2001.
c Data on population and national income exclude Kosovo. 
d Author’s own estimate.
Source: The World Bank, World Development Indicators 2004, Washington, 2004.
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Table 2. Structure of the economy

Agriculture Industry Services Private
sector

Gross
Capital
form
ation

Consum
ption"

Country percent o f  GDP
1990 2002 1990 2002 1990 2002 2002 2002 2002

CEE
Czech
Republic

6 4 49 40 45 57 80 28 74

Estonia 17 5 50 30 34 65 80 31 78
Hungary 15 4 39 31 46 65" 80 24 78
Latvia 22 5 46 25 32 71 70 27 84
Lithuania 27 7 31 31 42 62 75 22 83
Poland 8 3 50 30 42 66 75 19 84
Slovakia 7 4 59 29 33 67 80 31 76
Slovenia 6 3 46 36 49 61 65 23 76

SEE
Albania
Bośnia-

36 25 48 19 16 56 75 23 101

Herzegovina 18 37 45 45 20 113

Bułgaria 17 13 49 28 34 59 75 20 87
Croatia
Macedonia

10 8 34 30 56 62 60 27 82

FYR 9 12 46 30 46 57 60 16 107

Romania
Serbia-

24 13 50 38 26 49 65 20 99

Montenegro 15 32 53 45 23 83

CIS
Armenia 17 26 52 37 31 37 70 21 97
Azerbaijan 30 16 33 52 37 32 60 33 75
Belarus 24 11 47 37 29 52 25 22 82
Georgia 32 21 33 23 35 56 65 21 91
Kazakhstan 27 9 45 39 29 53 65 27 72
Kyrgyzstan 34 39 36 26 30 35 65 19 85
Moldova 43 24 33 25 24 51 50 23 103
Russia 17 6 48 34 35 60 70 21 68
Tajikistan 33 24 38 24 29 52 50 23 91
Turkmenistan 32 29 30 51 38 20 25 37 64
Ukrainę 26 15 45 38 30 47 65 19 76
Uzbekistan 33 35 33 22 34 44 45 20 77

a Private and public consumption.
Notę: Share of the three sectors according to the World Bank. Share of the private sector 
according to the EBRD. Share of gross Capital formation and consumption according to the 
World Bank.
Sources: The World Bank, World Development Indicators 2004, Washington, 2004; EBRD, 
Transition Report 2003, London, 2003.
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Table 3. Growth of gross domestic product

Growth ratę of real GDP (%) Real GDP 
index 2003

Country average
1990-2001 2002 2003 2004

(estimate) (1989= 100)

CEE
Czech Republic 1.2 2.0 2.9 3.4 (1.4) 113
Hungary 1.9 3.3 2.9 3.4 (1.0) 119
Estonia 0.2 6.0 4.7 5.6 (1.4) 103
Latvia -2.2 6.1 7.5 6.2 (1.7) 87
Lithuania -2.2 6.8 8.9 6.5 (2.8) 89
Poland 2.6 1.4 3.7 4.4 (1.7) 140
Slovakia 2.1 4.4 4.2 4.4 (1.0) 119
Slovenia 2.9 2.9 2.3 3.4 (1.5) 124

SEE
Albania 3.7 4.7 6.0 5.8 (0.8) 136
Bosnia-
Herzegovina • 5.5 3.5 3.3 (4.4) 59

Bułgaria -1.2 4.8 4.5 4.7 (1.5) 88
Croatia 1.1 5.2 4.5 3.9 (1.3) 94
Macedonia FYR -0.2 0.7 2.8 3.6 (1.0) 80
Romania -0.4 4.9 4.9 4.7 (2.2) 96
Serbia-Montenegro • 4.0 2.0 2.8 (4.5) 53

CIS
Armenia -0.7 12.9 13.9 6.8 (1.2) 95
Azerbaijan -0.3 10.6 11.2 8.7 (1.9) 78
Belarus -0.8 4.7 6.8 4.5 (2.0) 104
Georgia -5.6 5.6 7.0 6.0 (5.5) 43
Kazakhstan -2.8 9.8 9.2 8.0 (3.0) 101
Kyrgyzstan -2.9 0.0 6.7 4.2 (0.5) 78
Moldova -8.4 7.2 6.3 5.1 (0.5) 43
Russia -3.7 4.7 7.3 5.4 (2.1) 81
Tajikistan -8.5 9.1 10.2 5.5 (3.3) 66
Turkmenistan -2.8 5.1 11.4 9.5 (6.4) 110
Ukrainę -7.9 4.8 9.3 5.6 (4.0) 54
Uzbekistan 0.4 4.2 1.0 3.5 (3.5) 110

Notę: GDP growth ratę for 1990-2001 according to the World Bank. Growth rates for 2002 and 
2003 according to the EBRD data. The estimate for 2004 is the average of forecasts from 
various intemational sources, presented in the EBRD report on transition countries (difference 
in percentage points between the lowest and the highest estimate is given in brackets). Real 
GDP index for 2003 (1989 = 100) according to the EBRD.
Sources: The World Bank, World Development Indicators 2003, Washington, 2003; The 
World Bank, World Development Indicators 2004, Washington, 2004; EBRD, Transition 
Report Update. London, 2004.
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Table 4. Factors of economic growth

Country

Per
capita

income
$

Gross
Capital
forma

tion
%of
GDP

Export
growth
(1993
=100)

Per
capita
FDI

$

Inflation 
(% per 
year)

Progress
o f

transfor-
mation7

Business
environ-

m enf”

1995 1990-
2001

1993-
2001

1989-
2001

1990-
2001 2001 2001

CEE
Czech Republic 5,049 29.2 231 2615 7.3 3.4 3.2
Estonia 2,503 27.0C 408 1 727 18.9 3.4 3.4
Hungary 4,359 25.0 344 2 137 19.2 3.6 2.8
Latvia 1,763 • 201 1 138 25.0 3.1 2.9
Lithuania 1,667 • 226 813 27.0 3.2 3.0
Poland 3,085 21.7 255 890 23.1 3.4 2.9
Slovakia 3,423 30.8 231 1 042 8.5 3.2 3.0
Slovenia 7,727* 24.2e 152 934 22.0 3.2 3.5

SEE
Albania 761 • 250 259 24.2 2.4 2.3
Bosnia-H. 445 • 1.10F 109 • 1.9 3.0
Bułgaria 1,563 17.2 137 491 105.3 3.0 2.9
Croatia 4,029 • 119 1 315 72.1 3.1 3.1
Macedonia FYR 2,267 19 y 109 444 8.0 2.7 2.8
Romania 1,564 24.1 233 356 92.8 3.0 2.7
Serbia-
Montenegro

1,367* • 1357 135 • 1.9 •

CIS
Armenia 409 21.1 220 199 55.8 2.5 3.5
Azerbaijan 313 • 191' 491 134.5 2.3 2.9
Belarus 1,009 27.9d 382 132 294.7 1.8 3.0
Georgia 535 • 130' 157 20.6 2.7 2.5
Kazakhstan 1,040 23.6 264 765 54.8 2.7 2.4
Kyrgyzstan 374 17.3* 140 85 21.2 2.4 2.9
Moldova 387 30.8 118' 146 19.3 2.7 2.7
Russia 2,276 2 3 A d 223 47 85.9 2.7 3.1
Tajikistan 106 • n r 24 19.3 1.9 •
Turkmenistan 592 • 116' 191 328.0* 1.4 •
Ukrainę 720 25.5* 203 84 200.4 2.5 2.4
Uzbekistan 404 • 94' 30 210.7* 2.1 3.1

" 1996.
* Average for 1990 and 2000. 
c 1991-2001. 
d 1992-2001. 
e 1993-2001.
1 1990-1999.

g 1991-1999.
* 1992-2001.
' Estimate (exports of goods for 1999-2001). 
' 1994-2001 (exports of goods only). 
k According to GDP deflator.
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’ Average of seven measures: (1) liberalisation of prices, trade, and exchange rates, (2) 
privatisation, (3) restructuring and corporate management, (4) competition policy, (5) 
inffastructure, (6) banks and other financial institutions, (7) commercial law. Graded from 1 to 
4.
m Average of seven measures obtained from business surveys: (1) finance, (2) inffastructure, 
(3) taxes, (4) administrative regulations, (5) law, (6) crime, (7) corruption. Results have been 
transformed to the scalę from 1 to 4 to ensure comparability with the assessment of progress in 
transformation.
Notę: Per capita GDP (at current exchange rates) -  EBRD. Gross Capital formation as percent 
of GDP -  IMF and EBRD. Export growth -  calculated from IMF and EBRD data (in U.S. 
dollars at current prices). Inflow of FDI per capita in U.S. dollars -  EBRD. Progress of 
transformation and business environment -  calculated from the assessments published by 
EBRD.
Sources: IMF, Intemational Financial Statistics Yearbook 2002, Washington, 2002; EBRD, 
Transition Report 2002, London, 2002.
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Table 5. Inflation and unemployment
CPI inflation (%) Unemployment (%)

Country 1990-
2002 2002 2003 2004

(estimate) 2002 2003

CEE
Czech Republic 6.7 1.8 0.1 3.0 (2.3) 9.8 10.3
Estonia 16.7 3.6 1.3 2.4 (2.8) 10.3 10.0
Hungary 18.1 5.3 4.7 6.5 (4.2) 5.8 5.9
Latvia 21.7 1.9 2.9 3.0 (1.3) 12.0 10.6
Lithuania 22.7 0.3 -1.2 1.3 (3.0) 13.8 12.5
Poland 21.0 1.9 0.8 2.1 (0.7) 18.1 20.0
Slovakia 8.3 3.3 8.5 7.6 (3.2) 18.8 17.4
Slovenia 10.8 7.5 5.6 4.5 (1.5) 5.9 6.7

SEE
Albania 21.6 5.2 2.3 2.9 (1.7) 15.8 15.0
Bosnia-
Herzegovina 3.4" 0.3 0.1 1.5 (2.0) 40.6 13.2

Bułgaria 94.0 5.8 2.3 4.4 (6.6) 18.2 14.1
Croatia 61.3 2.3 1.5 2.4 (1.5) 14.8 28.9
Macedonia FYR 6.5 2.4 1.2 2.7 (0.6) 31.9
Romania 85.5 22.5 15.3 11.6(3.7) 8.2 7.2
Serbia-
Montenegro 57.1" 21.2 11.3 7.7 (0.7) 28.9 •

CIS
Armenia 44.7 1.1 4.8 5.1 (5.0) 10.8 10.1
Azerbaijan 109.1 2.8 2.2 3.7 (3.2) 1.3 1.4
Belarus 258.0 42.6 28.4 22.8(17.0) 3.0 3.0
Georgia 17.7 5.6 4.8 5.0 (1.0) 12.3
Kazakhstan 45.6 5.9 6.4 6.5 (1.7) 9.3 8.8
Kyrgyzstan 18.7 2.1 2.7 4.7 (2.4) 17.4C •
Moldova 18.5 5.3 11.7 9.6 (9.2) 7.4 •
Russia 75.2 15.8 13.7 10.7 (5.0) 8.6 8.5
Tajikistan 175.2" 12.2 16.4 10.7(10.0) 2Ad 2.0rf
Turkmenistan 266.6" 10.6* 6.5* 17.6 (36.2) e e
Ukrainę 102.6 0.8 5.2 7.4 (4.5) 3.8 3.6
Uzbekistan 184.2" 44.3 14.8 23.0 (63.0) 0.4^ o . /

“ According to GDP deflator.
* EBRD estimate.
c 2001 estimate based on survey data.
J Official data; according to World Bank estimates, the unemployment ratę in 1998 was 30 
percent.
e According to official data, unemployment in this country does not exist; according to survey 
data, the unemployment ratę in 1998 was 19 percent.
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f  Official data.
Notę: Average annual ratę of inflation for 1990-2002 according to World Bank. Inflation ratę 
in 2002 and 2003 according to IMF data. In the estimate for 2004 is the average of forecasts 
from different intemational sources presented in the newest EBRD report on transition 
countries; difference in percentage points between the lowest and the highest estimate is given 
in brackets. Registered unemployment in 2002 and 2003 (by the end of year) according to 
EBRD.
Sources: The World Bank, World Development Indicators 2004, Washington, 2004; IMF, 
World Economic Outlook, April 2004, Washington, 2004; EBRD, Transition Report Update, 
London, 2004.



Table 6. Deficits and debts
State budget 

balance
Current account 

balance
Public
debt Foreign debt

Country
% o f GDP

% o f
GDP

$ billion % o f
GDP

2002 2003 2002 2003 2003 2003 2003

C E E
Czech Republic -6.7 -5.8 -6.0 -6.5 23.0 30.0 35.1
Estonia 1.2 0.5 -12.3 -13.9 5.2 6.1 73.8
Hungary -9.3 -5.6 -4.0 -6.5 58.2 48.6 60.5
Latvia -2.7 -2.0 -7.8 -8.6 17.5 8.7 84.7
Lithuania -1.2 -1.9 -5.3 -6.2 24.8 7.4 41.0
Poland -6.7 -6.9 -3.6 -1.9 50.6 95.0 45.9
Slovakia -7.2 -3.6 -8.0 -0.6 42.8 17.0 52.2
Slovenia -3.2 -1.4 1.7 0.5 25.8 10.8 39.0

SE E
Albania -6.9 -5.6 -9.0 -8.4 61.3 1.4 23.2
Bosnia-H. -3.6 0.3 -18.8 -17.8 2.5 34.7
Bułgaria -0.6 0.0 -4.4 -8.3 46.1 11.4 57.2
Croatia -4.8 -4.6 -7.2 -6.8 57.5 23.7 83.5
Macedonia FYR -5.7 -1.6 -8.6 -6.3 1.7 36.1
Romania -2.7 -2.4 -3.5 -6.1 26.1 19.5 35.7
Serbia-
Montenegro

-4.5 -2.5 -12.3 -11.6 14.3 68.5

C IS
Armenia -0.6 -1.2 -6.6 -7.7 1.1 39.5
Azerbaijan -0.5 -2.3 -12.6 -27.4 32.4" 1.5 21.1
Belarus -1.8 -1.6 -2.6 -3.6 10.2 0.7* 4.2*
Georgia -2.0 -2.9 -6.0 -10.1 65.0" 2.0 50.2
Kazakhstan -0.3 -0.9 -2.8 3.3 15.5 21.9 73.6
Kyrgyzstan -5.3 -5.1 -2.2 -3.1 110.9 2.0 104.1
Moldova -0.9 0.2 -6.1 -8.0 80.1 1.7 82.2
Russia 1.4 1.0 8.6 9.0 32.4 165.0 38.1
Tajikistan -0.1 0.9 -2.7 -2.6 75.3 1.0 65.1
Turkmenistan -2.7 -1.5 4.5 7.9 2.5 53.2
Ukrainę 0.5 -0.2 7.7 5.9 29.4 13.8 27.9
Uzbekistan -1.7 -0.4 2.8 7.8 51.1" 4.4 53.1

a 2002.
b Public debt only.
Notę: All the data according to EBRD. Data for 2003 are estimates. 
Source: EBRD, Transition Report Update, London, 2004.



318
KfflM

Table 7. Foreign trade and foreign direct investments
Foreign
trade"

Exports Imports
Foreign direct investment 

(net)
Investmen

trisk*

Country % o f GDP $ billions $ billions
% o f
GDP

2003 2003 2003 1989-
2003

2003 2003
Dec.
2003

C E E
Czech Republic 67.2 48.6 51.1 38.2 2.4 2.8 77.8
Estonia 85.4 4.6 6.2 3.2 0.7 8.3 75.0
Hungary 80.9 42.7 46.5 20.9 -1.6 -2.1 76.5
Latvia 50.8C 3.1 5.1 3.3 0.3 2.8 78.3
Lithuania 54.5 7.6 9.1 4.0 0.5 2.6 76.5
Poland 31.7C 42.9 52.6 42.3 3.7 1.8 75.0
Slovakia 78.8 22.0 22.6 10.1 0.5 1.5 74.3
Slovenia 54.7 12.9 13.6 3.3 -0.1 -0.4 79.5

SE E
184.4 206.8 125.3 6.4

Albania 38.2e 0.4 1.8 1.1 0.2 3.2 66.8
Bosnia-H. 46.1 1.3 3.7 1.1 0.3 4.5
Bułgaria 58.1 7.4 9.9 6.2 1.3 6.7 71.8
Croatia 52.4 5.4 11.6 8.5 1.7 6.0 72.0
Macedonia FYR 47.6C 1.4 2.1 1.0 0.0 0.9
Romania 50.2 17.7 22.2 10.5 1.5 2.8 55.3
Serbia-
Montenegro

54.8e 2.5 7.3 2.9 1.2 5.7 70.5

C IS
36.1 58.6 31.3 6.2

Armenia 38.4C 0.7 1.3 0.9 0.1 4.6 62.3
Azerbaijan 62.9e 2.6 2.7 7.2 2.1 29.3 69.0
Belarus 65.5C 10.0 11.2 2.0 0.2 1.1 65.3
Georgia 30.9e 0.5 1.2 1.2 0.2 4.9
Kazakhstan 48 .l c 12.9 8.3 16.0 2.3 7.7 72.3
Kyrgyzstan 41.0C 0.6 0.6 0.4 0.0 1.7
Moldova 50.5d 0.8 1.3 0.9 0.0 2.5 64.5
Russia 29.3 134.4 74.8 7.3 -0.2 0.0 75.0
Tajikistan 119.9e 0.8 1.0 0.2 0.0 1.3
Turkmenistan 70.4e 3.6 2.5 1.4 0.2 3.2
Ukrainę 54.6^ 23.7 24.0 5.9 1.1 2.2 68.8
Uzbekistan 80.0e 3.1 3.3 1.0 0.2 2.0

193.7 132.2 44.4 6.2

T o ta l 414.2 397.6 201.0 18.8

(Exports + imports): 2.
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b Intemational Country Risk Guide (ICRG) based on 22 elements, assuming values from 0 to 
100; higher values indicate a lower level of risk. 
c 2002.
^2001.
e World Bank estimates based on the values in U.S. dollars.
Notę: The share of foreign trade in GDP was calculated according to IMF data expressed in 
national currencies; in some cases, altemative estimates by World Bank are given, based on the 
values expressed in U.S. dollars. The value of exports and imports (commercial trade) 
according to EBRD data. The net inflow of FDI according to EBRD data. Investment risk 
(ICRG) according to the World Bank estimates.
Sources: The World Bank, World Development Indicators 2004, Washington, 2004; IMF, 
Intemational Financial Statistics, May 2004; EBRD, Transition Report Update, London, 2004.
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Table 8. Social welfare and living standard

Country
Per capita 
GDP PPP 

$

Poverty
rate°(%)

Income
ine-

quality/’

Life
expec-
tancyc
(years)

Infant
mortality

ratę
(per

1,000
live

births)

Expen- 
diture on 

health 
and

education 
(% o f  
GDP)

Educa
tion

index</

Humań 
Develop- 

m ent Index 
(H D iy

CEE
Czech Rep. 14,720 27.3 75 7 10.3 0.91 0.861 (32)
Estonia 10,170 5* 37.6 ' 71 10 10.6 0.96 0.833 (41)
Hungary 12,340 r 38.6 72 8 8.5 0.93 0.836 (39)
Latvia 7,730 8* 32.2 70 17 10.5 0.95 0.811 (50)
Lithuania 8,470 14^ 38.2 73 8 10.5 0.94 0.824 (45)
Poland 9,450 < 2® 30.5® 74 8 11.0 0.95 0.841 (35)
Slovakia 11,960 73 8 9.8 0.90 0.837 (38)
Slovenia 17,130 < 2® 31.0 76 4 13.5' 0.94 0.881 (29)

SEE
Albania 3,680 74 22 6.3 0.80 0.735 (95)
Bosnia-H. 5,970 74 15 0.83 0.777 (66)
Bułgaria 6,890 24 2 9 .17' 72 14 7.1® 0.91 0.795 (57)
Croatia 9,170 <2? 74 7 13.2 0.88 0.818(47)
Macedonia
FYR 6,110 4® 28.6 73 22 10.9'' 0.86 0.784 (60)

Romania 5,830 2\f 38.8 70 19 4.0 0.88 0.773 (72)
Serbia-
Mont. • 33.8'' 73 16 •

CIS
Armenia 2,650 49® 48.6 ' 75 30 3.6 0.86 0.729(100)
Azerbaijan 3,090 9 50.1 65 76 4.0 0.88 0.744 (89)
Belarus 7,620 < 2 ' 34.3 68 17 11.7 0.95 0.804 (53)
Georgia 2,560 12® 49.8" 73 24 1.0 0.89 0.746 (88)
Kazakhstan 6,500 62 76 5.3 0.92 0.765 (76)
Kyrgyzstan 2,750 34^ 51.2 65 52 6.3 0.91 0.727(102)
Moldova 2,150 64 39.1 67 27 7.1 0.86 0.700(108)
Russia 7,100 24^ 52.1 66 18 6.6 0.93 0.779 (63)
Tajikistan 1,170 51® 35.0® 67 90 3.5 0.90 0.677(113)
Turkmeni
stan 4,320 44® 40.8® 65 70 9.7 0.92 0.748 (87)

Ukrainę 4,350 46® 45.2 68 16 8.0 0.93 0.766 (75)
Uzbekistan 2,460 44® 67 55 9.2 0.91 0.729(101)

Percentage of the population with income below the poverty threshold. (below $2 per day); 
data for 1996-2001.
h Gini coefficient (a scalę from 0 to 100), measuring the concentration of household income; 
higher values point to greater ineąuality. 
c Life expectancy at birth of the newbom.
d An indicator calculated by the UNDP, reflecting the literacy ratę among adults (weight 2/3) 
and the total school enrolment (weight 1/3).
e HDI is a summary measure of the level of social development and living standards, calculated 
by the UNDP. This is an arithmetic average of three indexes: per capita GDP, life expectancy,
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and education level. The indicator assumes values from 0 to 1; higher values represent a higher 
level of development. Figures in brackets indicate the place of individual countries in a world 
ranking of 175 countries as of 2001. 
r 2000.
g 1998 or 1999. 
h 1996 or 1997.
Notę: Per capita GDP, education level, and HDI according to UNDP data. Poverty ratę, life 
expectancy, and children mortality ratę according to World Bank data. Expenditure on health 
and education according to EBRD data. All the data except those marked in the footnotes refer 
to 2001 or 2002.
Sources: UNDP, Humań Development Report 2003, Oxford University Press, New York, 
Oxford, 2003; The World Bank, World Development Indicators 2004, Washington, 2004; 
EBRD, Transition Report 2003, London, 2003.
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Figurę 1. Macroeconomic performance of transition economies in 2003
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Figurę 1. Macroeconomic performance of transition economies in 2003 (cont.)
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