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ABBREVIATIONS  
 
BEEPS Business Environment and Enterprise Performance Survey 
CEE  Central and Eastern Europe 
CEEB  Central and Eastern Europe and the Baltics 
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CSA  Ceske Aerolinie - Czech airline company   
CSOB   Ceskoslovenska Obchodni Banka 
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EUR  Euro 
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GNI  Gross National Income 
IAIS  International Association of Insurance Supervisors 
IFC  International Finance Corporation 
IFI  International Financial Institutions 
IMF  International Monetary Fund 
IOSCO  International Organization of Securities Commissions 
IPB  Investicni a Postovni Banka 
IPO  Initial Private Offering 
IT  Information Technology 
KBC  Belgian bank (owner of CSOB) 
MEI  Municipal and Environmental Infrastructure 
MSME  Municipal and Small and Medium Enterprises 
NBFI  Non Bank Financial Institution 
ODS  Civic Democratic Union 
OECD  Organization for Economic Co-operation and Development 
OKD  Ostravsko Karvinske Doly (mining company) 
PPP  Public Private Partnership 
RPG Holding Off-shore registered industrial holding 
SEE  South East Europe 
SME  Small and Medium Enterprises 
USD  United States Dollar 
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1. THE CZECH TRANSITION  
 

1.1. Introductory remarks about the Czech transition process 
 
The Czech Republic embarked on rapid reforms early in its transition. By the mid-
1990s it had liberalized nearly all prices and foreign trade and had privatized much of 
the economy. However, it proceeded more slowly with the implementation of more 
difficult reforms in areas such as governance, enterprise restructuring and banking 
reforms. Structural problems in the economy became apparent and resulted in the 
currency crisis of 1997. Enterprise restructuring, banking sector privatizations / 
recapitalizations and infrastructure reforms received a renewed boost following the 
1997 crisis and in the run-up to EU accession in May 2004. This turnaround and 
growing integration with the EU have led to fast economic growth over recent years, 
underpinned by record levels of FDI, a rapid expansion in exports, strong productivity 
gains, improving competitiveness and the emergence of the Czech Republic as an 
important regional hub for the production of cars, car parts and electronic appliances.  
 
Overall, the Czech Republic has made significant progress in transition to a modern 
market economy and the country is now one of the most open and competitive 
economies in the region as well as in the EU as a whole. The privatization and 
restructuring of formerly state-owned enterprises has been largely completed and the 
enterprise sector is now dominated by efficient and internationally competitive 
enterprises, while purely domestic-oriented firms are also performing well. Following 
earlier failures, privatization and foreign ownership in the banking sector have led to 
the restructuring and recapitalization of the system, the introduction of a wider array 
of products and services and improved corporate governance and transparency. Local 
banks and leasing companies are financing smaller companies, partially supported 
through credit lines from international financial institutions. Infrastructure services 
generally compare to standards in other market economies.  
 
As a result, the structure of the Czech economy is now approaching that of an 
advanced market economy. Although there remain some challenges, most sectors in 
which the EBRD operates have now reached the standards found in mature market 
economies, in terms of the functioning of market forces and the quality of institutions, 
behavioural standards and know-how. The main challenges the government faces are 
to put fiscal deficits on a sustainable track through public expenditure reform in the 
social, healthcare and education sectors, to improve labour market flexibility, and to 
enhance the business environment by reforming the judiciary and public 
administration. These challenges mainly lie outside of the EBRD’s traditional remit. 
They are also more difficult to design and may take some time to implement. As a 
result, demand for EBRD services in the Czech Republic has gradually declined.  
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1.2. Political environment 
 

The Czech Republic came into being on 1 January 1993 following the break-up of the 
Czechoslovak Federation. Since then the country has continuously met the conditions 
specified in Article 1 of the Agreement Establishing the Bank.  
 
From the start of its transition, the Czech Republic made approximation with and 
integration into the Euro-Atlantic institutions its top domestic and foreign policy 
priorities. Much of its progress with economic and structural reforms in the 1990s 
was geared towards accession to the European Union. Once the country achieved 
legal harmonization with the acquis communautaire and fulfilled all the necessary 
criteria, it joined the EU in May 2004. It became a member of NATO in March 1999.  
 
The political system in the Czech Republic is mature and stable. It is highlighted by a 
sophisticated set of checks and balances, which has been designed to prevent drastic 
fluctuations in domestic and foreign policy and to encourage the search for 
consensus.  
 
The latest elections for the lower house of Parliament were held on 2-3 June 2006. 
The current coalition Government is led by the centre-right Civic Democratic Party 
(ODS) and comprises also the Christian Democrats and the Green Party. The political 
scene has been dominated, in the past few years, by the two largest political parties – 
the centre right Civic Democratic Party (ODS) and the centre-left Social Democrats, 
currently the largest opposition party. The Communist Party – essentially unreformed 
– still enjoys a rather stable support of part of the electorate and has the third highest 
number of seats in the Parliament. Despite the adversarial  character of the political 
parties, the society in general is polarized less bitterly than in many other countries of 
operation and the level of citizens’ trust in political and social institutions is relatively 
high. The achievements in economic and social policy during the transitional period 
certainly account for this, among other factors.  
 
The long-term overall stability of the Czech Republic is supported not only by the 
above-mentioned system of checks and balances enshrined in the Constitution and 
electoral laws, but, in the first place, by strong working market mechanisms and the 
country’s ever deepening entrenchment in the EU and Euro-Atlantic institutions. 

 
1.3. Life in transition and the general business environment  

 
Evidence on the impact of transition on peoples livelihood comes from the recent 
EBRD / World Bank Life in Transition Survey carried out in 2006 across 28 
transition countries (plus Turkey) for 29,000 people, including 1000 people in the 
Czech Republic.1 Results from the survey suggest that people in general are positive 
about the economic changes that have taken place since 1989. Household access to 
public services was perceived to be fairly high, even among the lower-income groups.  

                                                 
1 For a summary of the survey’s main results, see EBRD, Life in Transition: a Survey of People’s 
Experiences and Attitudes, May 2007, available at www.ebrd.com.  
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In addition to these subjective views, the Czech Republic ranks rather well on some 
objective indicators of social protection, health care and education compared to the 
EU-15 states and other new member states (please refer to the table in Annex 1 on 
Social Indicators of the Czech transition).2 Strong growth has helped the continuing 
process of gradual convergence to average EU incomes. On a purchasing power 
parity basis, the Czech Republic ranks as one of the wealthiest among its regional 
CEEB peers, with income per capita at USD 22,200 in 2006. Income inequality is 
amongst the lowest in the EU. Unemployment levels compare favourably with much 
of the EU (according to the ILO methodology, unemployment now amounts to 
5.2 per cent of the labour force). The same is true for indicators on the number of 
hospital beds, mortality rates and average life expectancy.  While the primary 
pupil/teacher ratio and the secondary/tertiary graduation ratio compare less 
favourably to other countries, the Czech Republic scores highly on international 
standardized tests.  
 
Despite the positive overall picture, the Czech Republic still faces a number of 
important challenges in the social sphere. As in other CEB countries, structural 
unemployment continues to be high due to continued geographical and skills 
mismatches, which point to the urgency of improving labour mobility. Moreover, 
according to projections by the European Commission and the Economic Policy 
Committee, the Czech Republic will face one of the highest increases in age-related 
public expenditures in the European Union over the next years. The old age 
dependency ratio3, is on a trend to reach almost a quarter by 2030, putting the current 
pay-as-you go pension system in danger of insolvency, and highlighting the urgent 
need for pension reform. Public expenditure on healthcare is also set to increase as a 
result of both excess demand and sharply rising costs.  The efficiency of the 
education system can be further improved in order to address the challenge of 
supplying appropriately skilled workers for the changing needs of the labour market.  
 
Reports also suggest that there are still a number of problems in the Czech business 
environment which impede the development of enterprises. The problem areas which 
have been highlighted in particular concern starting a business, contract violations, 
obtaining licenses, tax administration, the functioning of the judiciary and bankruptcy 
procedures. Some tentative steps have been taken to improve the situation. A new bill 
on bankruptcy was passed by parliament in Spring 2006 and will become effective at 
the beginning of 2008. However, the new legislation will take some time to have 
positive results and remains subject to criticism from businesses. The commercial 
register and court system also require reforming.  
 
Moreover, corruption is still considered a problem. Although few people encounter 
corruption directly, the perception of corruption, especially among the political elite, 
is widespread. The Czech Republic ranked 46th out of 163 countries in the most recent 
Corruption Perceptions Index by Transparency International. Transparency 

                                                 
2 For a detailed analysis of health, education and other public services in transition countries, please see 
EBRD, Transition report 2007, forthcoming. 
3 Defined as the ratio of the population aged 65 and above to the population aged 15 to 64.  
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International views the main problems in the areas of public contracts, conflict of 
interest, controls over public spending, non-transparency of the state administration, 
and overabundant bureaucracy. Two recent large-scale privatization deals (Unipetrol 
and Vitkovice Steel in 2005) are still marred by allegations of corruption. Overall, 
corruption is an area where gradual improvements are a testament to the country's 
overall maturation perhaps to a greater extent than the result of concrete actions taken 
by the government.  
 
In conclusion, reform of the pension, health care and social security systems remain 
the most pressing policy challenges for the authorities to contain rising mandatory 
expenditures. More wide-scale enhancement of the judiciary and public 
administration will still be necessary to further improve the business environment. 
Changes to the education system and increased labour market flexibility should 
contribute to this goal as well. 
 
 

 
1.4. Macroeconomic achievements  
 
The Czech Republic made quick advances in the early 1990s with achieving 
macroeconomic stabilisation of prices and the exchange rate and consolidation of 
public finances. As a result, the country received an investment grade rating in 1993, 
and subsequently witnessed increasing inflows of FDI, especially from the mid- 
1990s. However, weak corporate governance, mounting enterprise debt and the 
alarming rise in the number of bad loans in the banking sector exposed serious flaws 
in the early reform process and the business environment. Eventually, the implicit 
liabilities of soft loans to large old firms and the worsening performance of the 
economy contributed to an attack on the Czech currency. The attack forced the 
surrender of the fixed exchange rate regime in May 1997 and a large depreciation of 
the currency. In response, the government introduced a strict austerity programme, 
which sent the economy into temporary recession. It subsequently initiated 
accelerated enterprise and banking sector restructuring and privatization. At the same 
time an aggressive incentive scheme for foreign direct investments was launched. The 
focus of the following years then became the harmonization of laws with the EU 
acquis communautaire and eventual accession into the EU in May 2004.4  
 
Following this turnaround, recent years have been marked by particularly strong 
growth in GDP, driven by high levels of investment, a rapid expansion in exports, 
and sharp increases in productivity (please refer to the table in Annex 2 for an 
overview of Selected Economic Indicators). Policy reforms and growing integration 
with the European Union have led to annual GDP growth rates of over 4 per cent 
since 2004 and 6.4 per cent in 2006. Growth is broad based across industries and 
sectors, making the economy relatively resilient.  

 

                                                 
4 For a more detailed discussion of the pre-2004 Czech transition process see Hanousek, Kocenda and Lizal 
(eds), Tale of the Czech Transition: Understanding the Challenges Ahead, CERGE-EI, 2004. 
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Over recent years productivity growth has surpassed wage inflation by a wide 
margin, thanks mainly to the high levels of investment and continued slack in the 
labour market. Robust productivity growth, the strength of the koruna and the stable 
monetary framework have kept inflation low. The Czech Republic originally planned 
to adopt the euro in 2010 (which implied entry into the ERM II in mid-2007) subject 
to fulfilment of the Maastricht criteria, successful consolidation of public finances, 
the achievement of a sufficient level of real convergence and adequate progress with 
structural reforms. However, mainly due to the suboptimal performance of public 
finances, these targets have slipped and the strategy for euro adoption is to be 
rediscussed by the Government in the autumn of 2007. Public finance reform is 
currently at the top of the political agenda. 
 
Although the koruna has been appreciating in real terms, external competitiveness 
has remained strong. Exports have been growing at double-digit rates in USD terms 
since 2000 and the export market shares in the EU15 have continued to rise. Recent 
analysis has shown that the strong expansion in Czech exports has been driven by 
high technology industries, with quality upgrading contributing to strong gains in 
non-price competitiveness.5 Improvements in underlying trade performance have 
continued to contain the Czech Republic’s current account imbalances. Moreover, 
one of the most notable features of the Czech transition over recent years has been the 
high levels of FDI inflows which have comfortably financed external deficits..  
The main medium-term challenges the economy faces are the implementation of 
urgently-needed fiscal reforms and the improvement in labour market flexibility. 
As the EU and IMF have repeatedly noted, fiscal policy has provided an unfortunate 
procyclical impulse to an already booming economy in recent years (the fiscal deficit 
amounted to 2.9  per cent of GDP in 2006). Moreover, budgetary pressures are likely 
to mount over the medium term. Current proposals to reduce high mandatory social 
expenditures are a step in the right direction, but do not go far enough to contain 
expenditures.  
 
1.5. Structural reform achievements sector-by-sector 
 
The structure of the Czech economy is now approaching that of an advanced 
industrialized market economy in many of the sectors relevant to EBRD operations, 
especially in the enterprise, banking, telecommunications and some of the 
infrastructure sub-sectors (please see Annex 3 for a snapshot view of the Czech 
Structural Change Indicators and Graph 1 below).  
 

                                                 
5 IMF, “Czech Republic, Republic of Estonia, Hungary, Republic of Latvia, Republic of Lithuania, 
Republic of Poland, Slovak Republic, and republic of Slovenia – Export Structure and Credit Growth”, 
November 2006  
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Graph 1. Transition reform indicators for the Czech Republic in 2006 compared 
to the minimum and maximum indicators for transition countries. 
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Source: EBRD, Transition Report 2006. 
 
What follows will be a sector-by-sector assessment of transition progress (please refer 
to Annex 4 for an update of the 2005 EBRD Assessment of Transition Challenges). It 
indicates that remaining transition challenges are small, with the exception of perhaps 
the energy efficiency and the transport sectors. Even though there remain some 
transition challenges in these sectors, the Bank no longer remains additional in many 
of these. The rapid development of the enterprise and banking sectors has meant that 
EBRD operations in the Czech Republic are declining. 
 

1.5.1. Enterprise sector 
 

Achievements: 
 
In the general industry sector, the privatization and restructuring of formerly state-
owned enterprises has been largely completed and the enterprise sector is dominated 
by efficient, internationally competitive, enterprises. The role of foreign capital in the 
manufacturing sector has been steadily growing and foreign-owned firms were 
recently estimated to produce 65% of total sales, provide 45% of employment and 
contribute to 80% of total exports.6 Czech companies with a foreign partner have 
benefited from particularly high levels of investment. The extraordinary levels of 
investment, and particularly FDI, into the sector have led to a significant transfer of 
know-how and improvement in performance. Both productivity (value added per 

                                                 
6 CERGE-EI, “Czech Republic 2006: Accelerated Growth”, 2006. 
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employee) and profitability of enterprises have improved markedly, while their level 
of indebtedness has remained relatively low. Since the industrial sector is one of the 
largest contributors to GDP growth, its financial soundness is a key indicator of the 
resilience and stability of the economy as a whole.  
 
The financial soundness of the enterprise sector as a whole is also evident in the small 
and medium-sized enterprise sector. In 2006 SMEs accounted for around 48 per cent 
of employment, 43 per cent of total investment and 42 per cent of overall output, 
highlighting their significant contribution to the Czech economy.  Available data from 
the Czech Statistical Office suggest that value added per employee in SMEs has been 
rising in real terms since 2002. These positive trends recorded in financial indicators 
have led to a fast pace of growth of total loans to non-financial enterprises, and the 
share of bank loans to SMEs in total loans to non-financial enterprises has risen.   
 
In the other general industry sectors developments have also been positive. Since EU 
entry the agricultural sector has benefited from more readily available access to 
financing, not only from EU sources. Efficiency has been improved and hygiene 
standards have been upgraded in a more competitive environment. Privatisation and 
restructuring in the natural resource sector was completed a while ago. Unipetrol 
was sold to PKN Orlen, OKD was sold to RPG Holding, Sokolovska uhelna has been 
private for a long time, and the state stake in Severoceske doly was sold to CEZ. The 
real estate sector is developing fast, particularly since the government has agreed to 
faster deregulation in rents which has increased demand for residential property. 
Mortgage lending has been growing at annual rates exceeding 30 per cent since 2002.  
 
Remaining challenges: 
 
The remaining transition challenges in the enterprise sector are small. In most 
respects, the sector now resembles similar sectors in other EU market economies. 
There are only a few large-scale privatisations still pending, including that of the 
power company CEZ. As the preceding sections have shown, some further 
improvements to public administration, the judicial system and corporate governance 
will be necessary to improve the business environment. Moreover, as elsewhere in the 
EU, more sustained efforts to improve labour market flexibility are essential to 
maintain high rates of growth. As in other EU countries there is also general 
agreement that more efforts are needed to promote innovation and research and 
development activities. 

 

1.5.2. Infrastructure sector 
 
Achievements: 
 
In the power sector, the main power company, CEZ, is still majority state-owned. 
However, the Czech power sector has been unbundled to a large extent (CEZ still 
owns five distribution companies) and is characterised by widespread private sector 
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participation in generation and distribution. Tariffs are cost reflective and the 
independent regulator is characterised by high standards in accountability and 
transparency. 
 
As for the MEI sector, there is widespread private sector participation in the district 
heating and water utilities. Significant progress has been achieved in tariffs reforms, 
but ongoing work at creating incentives for efficiency remains to be implemented. 
The institutional framework for local finance is advanced, but successful 
implementation of public private partnerships or revenue-based financing for capital 
investment is limited. Municipalities have started to benefit from access to EU grants 
for financing projects.   
 
The basic institutions for the energy efficiency sector are in place. An energy 
efficiency law has been adopted by the parliament. The ESCO sector is expanding 
and energy efficiency incentives for households are being introduced. Nevertheless, 
energy intensity remains high. 
 
The Czech telecom market is one of the most competitive in the region. The 
dominant fixed line operator has been privatised and advanced services are being 
introduced. There is a strong telecom regulator that has reached the best international 
standards. Tariffs are among the highest in the region and have been rebalanced.  
 
As for the transport sector, in railways, operating and policy setting functions are 
separated and the infrastructure company is separated from operating companies 
(passenger, freight, etc.). There is limited private sector participation (e.g. some local 
passenger lines). An independent regulator for licensing was established, but prices 
are regulated by the Ministry of Transport. In roads, the road and motorway 
directorate is semi-independent. Ancillary services have been divested. There was an 
attempt for a road concession (i.e. D47), but the tendering process was not transparent 
and subsequently cancelled. D47 is now being built from the state budget. No 
significant PPP projects have actually materialised yet, even though several smaller 
pilot projects are slowly being developed for bidding for concession stage. Only one 
30 km piece of the highway is still planned to be a PPP.  
 
Remaining challenges: 
 
The remaining challenges in the infrastructure sectors do not differ too much from 
challenges faced by other advanced market economies. The main challenge in the 
power industry will be to privatize CEZ. CEZ is still majority state-owned and 
dominates the power industry.  
Another challenge in the infrastructure sub-sectors will be to promote PPPs mainly to 
speed up the extension of the highway network. There have only been a few examples 
of successful PPPs in the MEI and transport sectors (two examples include the EBRD 
Grandi Stazioni and Brno Water projects). Otherwise successful implementation of 
PPPs has been limited, due primarily to insufficient public sector determination and 
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expertise, the lack of competitive procurement, and the changes in approach 
depending on the political party in power.  
 
The speed of energy efficiency improvements will have to increase to comply with 
the National Energy Policy requirements.  The target to achieve a 2.6% decrease of 
overall energy intensity between 2000 and 2004 was not fulfilled. Growing energy 
prices will motivate more intensive measures to be taken in both the private and 
public sectors.  Aside from a decrease in consumption, further improvements in 
efficiency on the energy production and distribution side can be achieved only by 
replacing old capacities with modern plants.    
 
As in other EU countries, and to comply with EU guidelines, the Czech Republic also 
faces the challenge to generate more electricity from renewable energy sources. As 
part of its accession to the EU, the country committed to having 8% of its electricity 
consumption come from renewable energy sources by 2010 (up from 4% currently).  
 

1.5.3. Financial sector 
 
Achievements:  
 
Following the recapitalisation and restructuring that occurred in the aftermath the 
May 1997 crisis, the banking sector has shown a remarkable turnaround. The 
number of banks has become consolidated (with 37 banks and foreign bank branches 
at the end of 2006) and the majority of them are foreign-owned (35 banks were 
directly or indirectly foreign-owned and controlled 97% of total banking sector assets 
at the end of 2006). Three large foreign owned banks (CSOB owned by Belgian 
KBC, Ceska Sporitelna owned by Austrian Erste Bank, Komercni banka owned by 
French Société Générale) dominate the banking sector. In terms of concentration, the 
sector resembles that of other EU countries. The share of the five largest banks in the 
sector’s total assets stood at 64% in 2006 (compared to 60% on average in the EU). 
 
The favourable economic environment has supported a rapid increase in bank lending 
over recent years. The annual growth rate of total loans amounted to 20 per cent in 
2006, which was the highest rate since the pre-crisis year of 1996. There has been a 
particularly rapid increase in lending to households. Mortgage lending has been 
growing at annual rates exceeding 30 per cent since 2002, while consumer credit 
growth averaged around 33 per cent in 2005-2006. On the other hand, the level of 
credit to the private corporate sector has been significantly below what would be 
expected by the country’s level of development, which is a reflection of the 
difficulties the sector faced in the late 1990s and the writing off of bad loans from 
bank balance sheets. Between 2000 and 2005 domestic credit to the private sector has 
actually fallen from around 50 per cent of GDP to 37.6 per cent.7 Credit to enterprises 
has now started to recover and is starting to grow at more rapid rates. Nevertheless, 
although financial intermediation, as measured by total financial sector assets to 

                                                 
7 See also Chapter 4 of the EBRD Transition report 2006. 
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GDP, has been growing fast, it is still only about a third of the comparative figure for 
the euro area as a whole. 
 
Over the past 5 years the financial sector has been profitable and generally sound.8 
The average return on assets of banks amounted to 1.2 per cent and the return on 
equity to 22.4 per cent in 2006 (making the profitability of the Czech banking sector 
comparable to that in other EU member states). The share of non-performing loans in 
total non-bank client credit stood at 3.6 per cent at the end of 2006. Stress tests 
performed by the IMF and the central bank suggest that the banking system is able to 
withstand sizeable external shocks.  
 
The non-bank financial sector has also been developing fast and its standards have 
started to resemble those of other market economies. Insurance penetration is 
comparable to the average rate of OECD member countries. There are voluntary 
supplementary pension funds used by a large part of working age population. Leasing 
and consumer finance markets are fully developed. Following EU accession the 
private equity fund sectors has also developed rapidly. It is estimated that the Czech 
Republic accounts for more than 20 per cent of investment activities of private equity 
funds specializing in Central and Eastern Europe. However, it remains a relatively 
insignificant source of total investment for the corporate sector, which is reflected in 
the low ratio of private equity investment to GDP. Recently, exits from fund 
investments have picked up and there have been several IPOs. However, the Prague 
Stock Exchange does not yet serve as a source of capital for corporations since there 
have been only a few initial public offerings and the number of liquid shares on the 
market is still very low.  
Remaining challenges: 
 
The Czech banking sector now largely resembles banking sectors in EU-15 states. 
With continuing growth and development, the levels of financial intermediation 
should pick up. The Czech capital markets are not yet as developed as capital markets 
in EU-15 states, but they should grow in significance and gradually converge to 
standards in the more advanced EU countries.  
 
1.6. Availability of finance 
 
The most profitable Czech companies, and in particular banks and utilities, have been 
able to secure funds from external market sources at increasingly competitive rates 
(from domestic banks, bonds, syndicated loans, and the international capital markets). 
As noted earlier, Czech companies with a foreign partner have also benefited from 
high levels of foreign investment as well as foreign bilateral bank lending which is 
often associated with the initial investment.  
 
Czech companies seeking external finance mainly rely on credit from domestic banks. 
Although domestic credit to the private sector is still very low, it has started to pick 

                                                 
8 For a more detailed analysis of the Czech financial sector, see the Czech National Bank, “Financial 
Stability Report”, 2006. 
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up since 2003.   The annual rate of growth of loans to the corporate sector was 21 per 
cent in 2006. Interest rates have been very low in recent years and maturities are 
being extended. Debt financing is provided mostly in Czech currency and under 
highly competitive terms. Typical margins for corporates lie between 40 – 150 basis 
points depending on the credit risk. Maturities of up to 25 years are available, 
allowing lenders to optimize financing structures of their long term projects. Apart 
from a few private placements, Czech companies are still not using the Prague Stock 
Exchange as a means of raising new capital. There have been less than 10 issues each 
year on the PSE since its inception. Some large companies are making increasing use 
of the domestic bond market. Private equity remains a marginal source of financing 
for the corporate sector, with the ratio of equity fund investments to GDP at less than 
0.2 per cent and the number of investments amounting to less than 10 a year.  
 
The most profitable Czech companies, banks and utilities are making increasing use 
of the international syndicated loan market. Data on syndicated loans since 2000 
show that syndicated loan margins have gradually decreased and tenors have become 
longer. Many companies with a foreign partner also benefit from substantial amounts 
of bilateral finance provided by international banks. Only a few Czech corporates 
have raised finance in the international capital markets. Most of the international 
bond and equity issues have been made by the main banks and utilities.  
 
A substantial amount of financing has also been made available by international 
financial institutions apart from the EBRD (for a more detailed discussion of the 
activities of the EBRD, please see the next section).  
For example, the European Union (EU) has committed a total EUR 2.3 billion in 
structural and cohesion funds for the period 2004-2006 and projects funded with the 
help of these resources are currently under implementation. During the budgeting 
period 2007-13 the Czech Republic may be able to use up to EUR 26 billion of EU 
funding.The European Investment Bank (EIB) has committed a total of EUR 7.8 
billion for projects in the Czech Republic during the last five years and has become a 
significant source of long term financing. A large part of the overall amount, EUR 3.1 
billion, has gone to the public sector, mainly for infrastructure projects. However, the 
EIB is also co-financing large private sector projects and has provided funding to 
banks to support SME lending. 
 
 
1.7. Conclusion 
 
The foregoing analysis has highlighted that most sectors have now reached the 
standards of mature market economies. Thanks to the development of the financial 
sector in the Czech Republic the demand for Bank services has gradually decreased. 
The main challenges the economy now faces as regards fiscal reform, such as reform 
to the social security, pensions, health care and education systems, as well as changes 
to the business environment, are mostly in areas that lie outside of the Bank’s 
traditional remit.  
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2. THE EBRD’s CONTRIBUTION TO THE CZECH TRANSITION 
 

2.1.Overview of Bank activities in the Czech Republic 
 

Since 1992 the Bank has financed 103 projects in the Czech Republic representing a 
total project value of EUR 4.7 billion (with a total EBRD commitment of EUR 1.1 
billion). Debt facilities represent 56% of the total EBRD commitments while the 
share of equity has grown to 44%, which reflects the risk taking capacity of the Bank 
and the advanced status of the lending market.        
 
As of the end of July 2007 the portfolio in the Czech Republic of EUR 369 million 
represents 3.4 % of the current Bank portfolio.  The private ratio of the portfolio is 
100% and the non-sovereign ratio is also 100%. 
 
The quality of Czech portfolio has remained stable over the last four years at a good 
level. The overall portfolio risk category as of the end of July 2007 is 5.1 compared to 
4.9 in May 2005.  The slight slip is due to the higher portion of full risk equity 
projects in the portfolio.  
 
Annex 5 provides an overview of the structure of the cumulative business 
commitments by sector. A substantial portion of commitments (48%) as well as of the 
current portfolio relates to Financial Institutions, a reflection of the EBRD’s 
participation in privatisation of banks, support of SMEs through credit lines,  the 
support of non-banking financial institutions and venture capital funds.  Projects in 
the corporate sector represented 40% of total commitments. Infrastructure projects 
commitments were only 12% reflecting the limited role of the Bank was able to play 
in this sector.  
 
Graph 2 below illustrates the history of the Bank's activities in the Czech Republic in 
terms of number of projects signed and amounts financed by the Bank in each year 
(no project was signed in 1991). In the early years the amounts were above the EUR 
50 million level per annum with substantial growth in 1995 to EUR 124 million. 
However, between 1996 and 1997 problems in the domestic corporate sector became 
increasingly apparent and there were no on-going privatisations, which resulted in a 
lack of financially sound business opportunities for the Bank. From 1998 the situation 
changed, banks started to be privatised and investment incentives have been 
introduced, motivating foreign investors to pursue opportunities in the country. The 
Bank's projects of recent years are usually of smaller size in different sectors of the 
economy.   
 
In 2006, the EBRD signed seven new projects in an amount of EUR 47 million 
(including regional allocations). The new projects, even though smaller in size, 
represent a good mixture of products serving the developed Czech market (SME 
lines, equity funds, acquisition finance). Decreasing volumes of commitments 
achieved during the period 2004-2006 demonstrate the trend of the gradual declining 
of the Bank’s financing in the country (for project-related details see Annex 6).     
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2.2. The Bank’s contribution to the transition process sector-by-sector 
 
The Bank’s impact on transition in the enterprise sector: 
 
The Bank was successful in its early projects in the agribusiness and industrial sector 
(Cokoladovny, Dobrovice Sugar, Karosa, Barum, Sepap), accompanying foreign 
investors into these companies.  Several projects with local sponsors proved to be 
very difficult and resulted in a high volume of impaired assets and significant 
resources needed for their restructuring (Korado, Skoda). The Bank demonstrated a 
high level of commitment to find solutions so that these companies were turned 
around and restructured.    
 
The Bank also supported foreign direct investments leading to restructuring of 
impaired local companies. The Bank’s funding of Soufflet's acquisitions of 
bankrupted major malting plants helped to prevent the collapse of the local suppliers 
of malt. Capital participation to support Siemens’ restructuring of a failed local 
producer of the rolling stock contributed to the maintenance of over 800 qualified 
jobs.   
 
Equity support of operations of the third mobile operator followed by a debt 
subscription contributed to the increase of competition in the sector which resulted in 

16 



a substantial decrease of tariffs. Acquisition financing which the Bank provided to a 
cable TV operator supported consolidation of the sector.  
 
The Bank subscribed significant amounts of equity to several major projects in the 
real estate sector in the early stage of its development which attracted co-financiers 
and is instrumental in the development of a secondary property market.  
 
A number of regional and country specific private equity funds in which the EBRD 
invested over the past years have in turn invested in excess of  USD 250 million in 
approximately 70 small to medium Czech companies.  
 
Overall, with EUR 432 million the Bank committed to the enterprise sector, the 
EBRD can be judged to have achieved moderate transition impact in the enterprise 
sector.  
 
 
The Bank’s impact on the transition in the infrastructure and environment sector: 
 
In 1995, the Bank financed a small portion of a sovereign railway corridor project 
mainly funded by the EIB.  This was the only sovereign project funded by the Bank 
in the country.  
 
The Bank provided a long-term limited recourse loan to the Brno water company to 
rehabilitate and extent the wastewater treatment plant. The Bank was instrumental in 
assisting the city to amend the long term concession contract with the operator and in 
attracting co-financed by EU funds. The project had a good demonstration effect for 
other municipalities. The Bank was not successful in financing any other project in 
the municipal sector due to the fact that commercial banks started to provide long 
term financing to this sector on a highly competitive terms.   
 
The Bank’s two ESCO projects have been relatively successful, improving general 
awareness of ESCO concepts in the country.  
 
Overall, the Bank can be judged to have had limited transition impact in the 
infrastructure and environment sector with the overall commitment of EUR 126 
million.  
 
 
The Bank’s impact on the transition in the financial sector: 
 
The Bank has supported the Czech  authorities’ efforts to stabilize and develop the 
banking system following the 1997 crisis mainly through its participation in the 
privatization of the two major banks (Ceska sporitelna and CSOB). Bank entered into 
policy dialogue with the authorities and offered financial support to banks in the 
difficult stage of their development.  
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The Bank provided pre-privatisation equity for Ceska sporitelna contributing to 
improvements in its corporate governance. Ceska sporitelna was then successfully 
privatized to Erste Bank which led to an exit for the Bank in 2002. The Bank also 
contributed to the privatisation of Ceskoslovenska obchodni banka (CSOB) through 
equity participation.  
 
Access to finance for the SME sector has been improved through three EU EBRD 
SME credit lines to banks and five credit lines to leasing companies.  Significant 
volume of advisory services funded from the EU grants related to this program helped 
the intermediaries to introduce efficient systems of credit assessment of SMEs and 
portfolio approach to micro lending. All banks now consider SMEs to be an important 
customer segment with high growth potential.  
 
Projects in the non-banking financial sector include minority stakes in a pension fund 
and two insurance companies, anchor equity investments in two mutual funds focused 
on Czech equities and bonds managed by Ceska sporitelna.  
 
The Bank played a role in setting up the private equity industry and is a significant 
investor in the Czech private equity sector via several Czech-focused as well as 
regional private equity funds. The Bank’s continuing support has been  essential for 
the raising of a second generation of funds.  
 
Overall, the Bank committed EUR 527 million to the financial sector and can be 
judged to have achieved significant transition impact in this sector. 
 

 
 

2.3. Availability of co-financing 
 
The Bank has been instrumental in securing co-financing of the projects and has 
mobilised EUR 3.6 billion of additional funds during its operations in the country 
achieving the overall mobilisation ratio (total project cost/EBRD financing) of 4.3. 
The EBRD has worked with over 20 commercial banks, including both foreign and  
local, in co-financing of projects in the Czech Republic. 
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ANNEX 1   SOCIAL INDICATORS OF THE CZECH TRANSITION 
 

Average EU-
15

Czech 
Republic Hungary Poland Slovak 

Republic

 Income per head at PPP exchange rates 1/ 21,203 18,100 13,996 16,483
 Gini index 1/ 29.4 26 28 36 26

Health
 Hospital beds per 1000 people 1/ 5.7 8.8 7.8 5.6 7.2
 Physicians per 1,000 people 1/ 3.45 3.5 3.2 2.5 3.1
 Life expectancy in years 2/ 78.9 75.7 72.6 74.5 74
 Infant mortality per 1000 births 2/ 4.3 3.9 7.2 7.1 6

Education
 Pupil-teacher ratio, primary 1/ 13 16.2 10.4 11.5 17.5
 Pupil-teacher ratio, secondary 1/ 11 10.4 10.6 12.7 13.1
 Average test score in mathematics (PISA study) 2/ 501 516 490 490 498

1/ Data for 2005.
2/ Data for 2003.
3/ Data for 2004.
Source: World Bank, World Development Indicators , 2006; and PISA study 2003.  
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ANNEX 2   SELECTED ECONOMIC INDICATORS 
Czech Republic

2001 2002 2003 2004 2005 2006 2007
Estimate Projection

Output and expenditure
GDP 2.5 1.9 3.6 4.6 6.5 6.4 4.9
     Private consumption 2.3 2.2 6.0 2.9 2.4 4.4 na
     Public consumption 3.6 6.7 7.1 -3.1 2.3 1.1 na
     Gross fixed capital formation 6.6 5.1 0.4 3.9 2.3 7.6 na
     Exports of goods and services 11.2 2.1 7.2 20.7 11.8 15.9 na
     Imports of goods and services 12.8 5.0 8.0 17.9 5.0 15.2 na
Industrial gross output 6.7 1.9 5.5 9.6 6.7 11.1 na
Agricultural gross output -1.6 2.5 -5.5 0.0 8.0 -3.7 na

Employment
Labour force (end-year) 0.0 1.0 0.4 0.3 1.4 0.5 na
Employment (end-year) 0.1 1.1 -0.6 -0.4 1.7 1.3 na

Unemployment (end-year) 8.0 7.0 7.5 8.2 7.9 7.1 na

Prices and wages
Consumer prices (annual average) 4.7 1.8 0.2 2.8 1.9 2.5 2.7
Consumer prices (end-year) 4.2 0.6 1.1 2.8 2.2 1.7 na
Producer prices (annual average) 2.9 -0.5 -0.3 5.7 3.0 1.6 na
Producer prices (end-year) 0.8 -0.7 0.9 7.7 -0.3 2.6 na
Gross average monthly earnings in economy (annual average) 8.7 7.3 6.6 6.6 5.4 6.2 na

Government sector1

General government balance -5.7 -6.8 -6.6 -2.9 -3.5 -2.9 -4.0
General government expenditure 44.5 46.3 47.3 43.8 43.6 42.3 na
General government debt 25.9 28.5 30.1 30.7 30.4 30.6 na

Monetary sector
Broad money (M2, end-year) 13.0 -11.6 7.2 4.5 10.6 13.7 na
Domestic credit (end-year) -5.3 -7.1 21.9 0.1 1.7 22.0 na

Broad money (M2, end-year) 67.9 57.2 58.7 56.0 58.3 61.6 na

Interest and exchange rates
2-week repo rate 4.8 2.8 2.0 2.5 2.0 2.5 na
3-month PRIBOR 4.7 2.6 2.1 2.6 2.2 2.6 na
Deposit rate 2.6 1.7 1.3 1.4 1.3 1.3 na
Lending rate 8.7 8.8 8.2 8.0 7.2 6.8 na

Exchange rate (end-year) 36.3 30.1 25.7 22.4 24.6 20.9 na
Exchange rate (annual average) 38.0 32.7 28.2 25.7 23.9 22.6 na

External sector

Current account -3,272 -4,264 -5,785 -5,751 -1,940 -4,585 0
Trade balance -3,077 -2,239 -2,519 -530 2,522 2,979 0
     Merchandise exports 33,394 38,469 48,701 67,239 77,973 95,115 0
     Merchandise imports 36,471 40,709 51,221 67,768 75,451 92,136 0
Foreign direct investment, net 5,474 8,282 1,814 3,941 11,630 4,667 5,200
Gross reserves, excluding gold (end-year) 14,340 23,550 26,760 28,253 29,319 31,165 na
External debt stock 22,374 26,983 34,893 45,241 46,453 58,297 na

Gross reserves, excluding gold (end-year) 4.1 6.0 5.5 4.4 4.1 3.6 na

Debt service 8.3 6.7 7.6 5.8 7.4 6.0 na

Memorandum items
Population (end-year, million) 10.2 10.2 10.2 10.2 10.3 10.3 na
GDP (in billions of korunas) 2,352 2,464 2,577 2,817 2,994 3,220 3,469
GDP per capita (in US dollar) 6,059 7,378 8,947 10,726 12,217 13,896 na
Share of industry in GDP (in per cent) 37.5 37.5 38.2 40.0 40.1 41.9 na
Share of agriculture in GDP (in per cent) 3.7 3.8 3.4 3.3 3.3 3.0 na
Current account/GDP (in per cent) -5.3 -5.7 -6.3 -5.2 -1.5 -3.2 -3.9
External debt - reserves (in US$ million) 8,034 3,433 8,133 16,988 17,134 27,132 na
External debt/GDP (in per cent) 36.2 35.8 38.2 41.3 37.1 40.9 na
External debt/current account revenues, excluding transfers (in per cent) 55.3 59.2 61.8 58.8 51.8 53.8 na

1   Calculated according to Eurostat methodology (ESA95).

(Korunas per US dollar)

(In millions of US dollars)

(In months of imports of goods and services)

(In per cent of exports of goods and services)

(Denominations as indicated)

(Percentage change in real terms)

(Percentage change)

(Percentage change)

(Percentage change)

(In per cent of GDP)

(In per cent per annum, end-year)

(In per cent of labour force)

(In per cent of GDP)
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ANNEX 3   STRUCTURAL AND INSTITUTIONAL CHANGE INDICATORS 
 

2001 2002 2003 2004 2005 2006

Enterprises
Privatisation revenues (cumulative, in per cent of GDP)   14.8 20.0 21.0 21.6 25.1 25.3
Private sector share in GDP (in per cent)  80.0 80.0 80.0 80.0 80.0 80.0
Private sector share in employment (in per cent) 70.0 70.0 70.0 70.0 70.0 70.0
Budgetary subsidies and current transfers (in per cent of GDP)  3 8.8 9.6 9.5 8.4 9.4 9.0
Share of industry in total employment (in per cent)  40.5 40.1 39.9 39.3 39.5 40.0
Change in labour productivity in industry (in per cent)  5.0 1.8 6.7 11.7 4.3 8.3
Investment/GDP (in per cent)  29.4 28.4 27.0 27.4 25.7 27.0
EBRD index of small-scale privatisation  4.3 4.3 4.3 4.3 4.3 4.3
EBRD index of large-scale privatisation  4.0 4.0 4.0 4.0 4.0 4.0
EBRD index of enterprise reform  3.3 3.3 3.3 3.3 3.3 3.3

Markets and trade  
Share of administered prices in CPI (in per cent)  12.4 12.4 10.9 10.9 10.9 19.7
Number of goods with administered prices in EBRD-15 basket 2.0 2.0 1.0 1.0 1.0 2.0
Share of trade with non-transition countries (in per cent)  79.9 80.7 80.6 79.1 77.5 75.8
Share of trade in GDP (in per cent)  113.0 105.2 109.4 123.2 122.5 131.5
Tariff revenues (in per cent of imports)  0.7 0.7 0.7 0.2 0.2 0.2
EBRD index of price liberalisation  4.3 4.3 4.3 4.3 4.3 4.3
EBRD index of forex and trade liberalisation 4.3 4.3 4.3 4.3 4.3 4.3
EBRD index of competition policy  2.7 3.0 3.0 3.0 3.0 3.0

Financial sector  
Number of banks (foreign-owned)  38 (26) 37 (26) 35 (26) 35 (26) 36 (27) 37 (28)
Asset share of state-owned banks (in per cent)  3.8 4.6 3.0 2.9 2.5 2.2
Asset share of foreign-owned banks (in per cent)  89.1 85.8 86.3 84.9 84.4 84.8
Non-performing loans (in per cent of total loans)  4/ 14.5 9.4 5.0 4.1 4.0 4.2
Domestic credit to private sector (in per cent of GDP)  5/ 26.9 23.5 24.7 15.4 16.7 19.0
Domestic credit to households (in per cent of GDP)   5.9 7.3 9.1 11.2 13.8 16.5
      Of which mortgage lending (in per cent of GDP)  2.4 3.0 4.2 5.9 7.7 10.0
Stock market capitalisation (in per cent of GDP)  14.1 19.4 17.6 25.1 31.8 31.5
Stock trading volume (in per cent of market capitalisation)  34.0 37.0 52.0 79.0 118.6 75.6
Eurobond issuance (in per cent of GDP)  0.1 0.3 0.9 2.8 1.1 0.7
EBRD index of banking sector reform  3.7 3.7 3.7 3.7 4.0 4.0
EBRD index of reform of non-bank financial institutions  3.0 3.0 3.0 3.3 3.7 3.7

Infrastructure  
Fixed-line (mobile) penetration rate (per 100 inhabitants)  37.8 (68.0) 36.0 (84.4) 35.6 (95.2) 33.6 (105.6) 31.5 (115.2) 31.5 (119.0)
Internet users (per 100 inhabitants) na na na na na na
Railway labour productivity (1989=100)  71.8 68.0 71.0 72.4 81.3 97.3
Residential electricity tariffs, USc kWh  7.3 9.0 8.4 10.3 11.4 12.9
Average collection rate, electricity (in per cent)  100 100 100 100 100 100
GDP per unit of energy use (PPP in US dollars per kgoe)  3.7 3.8 3.9 4.0 na na
EBRD index of infrastructure reform  3.0 3.0 3.3 3.3 3.3 3.3

Electric power  3.0 3.0 3.3 3.3 3.3 3.3
Railways  2.3 2.3 3.0 3.0 3.0 3.0
Roads  3.0 3.0 3.0 3.0 3.0 3.0
Telecommunications  4.0 4.0 4.0 4.0 4.3 4.3
Water and waste water  4.0 4.0 4.0 4.0 4.0 4.0

   credit to private financial institutions

5   This figure differs fromteh figure in the text since it excludes 

1   There are controls in the air-transport sector for non-resident investors.
2   The Czech Republic has no specific concession law but largely conforms
     with internationally accepted principles on concession laws.

3   Subsidies to enterprises and financial institutions, including the C
     Consolidation Agency.
4   Non-performing loans to non-banks 
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ANNEX 4   UPDATED RATINGS OF THE 2005 ASSESSMENT OF  
                    TRANSITION CHALLENGES 
 
CZECH 
REBUBLIC 

Structure 
 

Institutions Conduct Comments 

Agribusiness Small Small Small Agroprocessors have improved efficiency and standards to be 
able to compete in EU market. Finance to the sector has also 
picked up as a result of EU facilities. Land market still 
functioning relatively poorly. 

Banking Negligible Small Small Regulatory framework in place. Number of banks 
consolidated and majority foreign owned. Financial 
intermediation is amongst the lowest in the region. Credit to 
enterprises has been picking up.  

Energy 
Efficiency 

Small Medium Medium Basic institutions in place. Energy efficiency law adopted. 
ESCO sector is small but expanding and energy efficiency 
incentives are being introduced for households. Ratified 
Kyoto Protocol and is part of the EU Emissions Trading 
System (ETS). Energy intensity remains high.  

General 
Industry 

Small Small Small Enterprise registry, bankruptcy process, and resolution of 
commercial disputes are unnecessarily complex. Irregularities 
in public procurement and corruption in public administration 
still significant. Only a few companies remain to be 
privatised. Restructuring largely completed and the enterprise 
sector is dominated by efficient, often foreign-owned 
enterprises.  

MEI Negligible Medium Small Widespread private sector participation particularly in the 
water sector. Further incentives for efficiency remain to be 
implemented. The institutional framework for local finance is 
advanced, but successful implementation of public private 
partnerships or revenue-based financing for capital 
investment is limited. 

MSMEs Small Small Small Starting a business is not excessively burdensome, but the 
business environment ranks worse than in more mature 
market economies. A credit registry and private credit 
bureaus exist. Existing collateral and bankruptcy legislation 
support lending to MSMEs. The cost of registering collateral 
is low. However, bank lending to enterprises has picked up 
rapidly, also under EU/EBRD facilities.  

Natural 
Resources 

Small Small Small Privatisation of coal mining and oil refinery was completed. 
Restructuring of natural resource related companies and 
transparency improvements still necessary. 

NBFIs Negligible Small Small Securities and insurance markets legislation/regulation almost 
meet IOSCO/ IAIS standards. Stock markets capitalisation 
has increased significantly in 2004. Insurance penetration is 
comparable to the OECD average. Voluntary supplementary 
pension funds. Leasing /consumer finance markets are fully 
developed. 

Power Small Small Small Sector has been unbundled to a large extent (state-owned 
CEZ still owns five distribution companies); widespread 
private sector participation in generation and distribution. 
Tariffs are cost reflective and the independent regulator is 
characterised by high standards in accountability and 
transparency. 
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Private Equity 
Funds 

Small Small Small One of the most developed sectors in region.  Private equity 
investment as %of GDP comparable to that of Greece. Share 
of investments from domestic sources remains below level in 
developed economies + equity funds yet to offer a broader 
range of instruments, but the situation has improved 
markedly.  

Property + 
Tourism 

Small Small Negligible Full tradability of land except foreigners. The real estate 
sector is well developed in Prague and developing fast 
elsewhere, including new types property as well as financing 
instruments. However, a significant part of the residential 
market is subject to non-targeted rent control and benefiting 
from subsidies. 

Telecoms Small Small Small Market is one of the most competitive in the region. 
Privatisation of the dominant fixed line operator was 
completed in 2005. There is a strong telecom regulator. 
Tariffs are among the highest and have been rebalanced. 
Advanced services are being developed. 

Transport Medium Medium Medium In railways, infrastructure company is separated from 
operating companies (passenger, freight, etc.). Limited 
private sector participation (e.g. some local passenger lines). 
An independent regulator for licensing was established, but 
prices are regulated by the MoT. Road and motorway 
directorate is semi-independent. Ancillary services have been 
divested. Only one, unsuccessful attempt for a road 
concession (i.e. D47).  
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ANNEX 5   NET CUMMULATIVE BUSINESS VOLUME BY INDUSTRY 
 
(EUR million) 
as at 31 July 2007 
 

Sector Team (SIC) Total 
Project 
Value 

EBRD 
Finance 

Debt Equity Private State Portfolio 
Ratio* 

% Share of 
Commitment

s 
Corporate                 

Agribusiness 296 61 32 30 61 0 100% 6% 

General Industry 641 158 122 36 158 0 100% 14% 

Property and Tourism 308 79 3 76 79 0 100% 7% 

Telecoms Informatics & Media 1,060 137 87 50 102 35 74% 12% 

Sub-total Corporate 2,305 435 243 192 400 35 92% 40% 

Energy                 

Power and Energy 15 4 0 4 4 0 100% 0% 

Sub-total Energy 15 4 0 4 4 0 100% 0% 

Financial Institutions                 

Bank Equity 253 195 125 70 195 0 100% 18% 

Bank Lending 105 98 98 0 98 0 100% 9% 

Equity Funds 411 129 0 129 129 0 100% 12% 

Non Bank Financial Institutions 177 110 64 47 110 0 100% 10% 

Sub-total Financial Institutions 946 532 287 245 532 0 100% 48% 

Infrastructure                 

Municipal & Env Inf 242 79 61 18 79 0 100% 7% 

Transport 1,173 47 20 28 34 14 71% 4% 

Sub-total Infrastructure 1,415 127 81 46 113 14 89% 12% 

CZECH REPUBLIC TOTAL 4,681 1,098 610 488 1,049 48 96% 100% 
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TANNEX 6  COMMITTED PROJECTS PER YEARTT 

Year Op Name
Direct/  

Regional

Total 
Project 
Value

EBRD
 Finance

Debt Equity

1992 ČSA Direct 23.9 23.9 0.0 23.9
1992 Čokoládovny Direct 191.4 23.3 0.0 23.3
1992 Eurotel Praha spol. s.r.o. Direct 49.5 8.1 8.1 0.0
1992 Czech & Slovak Investment Corp Regional 6.6 3.6 0.0 3.6
1992 4 271.4 58.9 8.1 50.8
1993 CES Uniweb A.S. (ING) Direct 5.8 1.5 1.5 0.0
1993 CZ-Cagiva a.s. Direct 36.9 5.9 5.9 0.0
1993 Czech Telecommunications Project Direct 261.9 34.9 34.9 0.0
1993 TTD/Dobrovice Sugar Factory Direct 28.9 4.2 0.0 4.2
1993 Tatrarex spol.s.r.o. (ING Bank Vienna-CEAL) Direct 2.0 0.8 0.8 0.0
1993 Dun & Bradstreet Regional 0.3 0.3 0.0 0.3
1993 New Europe East Investment Fund Regional 14.0 3.3 0.0 3.3
1993 Renaissance Fund Regional 12.0 3.5 0.0 3.5
1993 8 361.8 54.4 43.1 11.3
1994 Barum / Continental Direct 155.7 29.6 29.6 0.0
1994 Kabel Net Direct 11.9 2.5 0.0 2.5
1994 Karosa Direct 45.6 6.5 0.0 6.5
1994 TFP: Komerční Banka Direct 11.0 11.0 11.0 0.0
1994 Advent - Czech and Slovak PEF Regional 1.2 1.2 0.0 1.2
1994 Tesla - Y.S. Direct 16.4 5.4 5.4 0.0
1994 Advent Private Equity Fund - Central Europe LP Regional 4.4 0.8 0.0 0.8
1994 Alliance ScanEast Fund Regional 7.1 2.5 0.0 2.5
1994 8 253.3 59.5 46.0 13.5
1995 Advent International (addition to Advent Private Equity) Direct 9.9 9.9 0.0 9.9
1995 České Dráhy s.p. - Czech Railway Corridor Direct 1,118.3 13.7 13.7 0.0
1995 Investiční  a Poštovní Banka Direct 5.7 5.7 5.7 0.0
1995 Sepap Štětí a.s Direct 190.7 56.8 56.8 0.0
1995 Škoda Kovárny (Forge) a.s. Direct 22.8 13.4 13.4 0.0
1995 Technolen WF a.s Direct 23.3 8.6 8.6 0.0
1995 Winterthur MPF/CS L&P Penzijní Fond as (equity) Direct 3.1 0.9 0.0 0.9
1995 Winterthur MPF/CS L&P Pojišťovna (equity) Direct 26.3 7.8 0.0 7.8
1995 MBA Loan Project (guarantee) Regional 1.3 0.8 0.8 0.0
1995 9 1,401.4 117.6 99.0 18.6
1996 New Europe Insurance Ventures Regional 2.3 0.2 0.0 0.2
1996 1 2.3 0.2 0.0 0.2
1997 Czech Private Equity Fund Direct 21.7 2.3 0.0 2.3
1997 Korado Direct 145.3 29.9 0.0 29.9
1997 SIS Funds (equity) Direct 38.8 9.7 0.0 9.7
1997 Baring Communications Equity Regional 11.5 2.5 0.0 2.5
1997 DBG Osteuropa Holding GmbH Regional 7.1 2.6 0.0 2.6
1997 Environmental Investment Fund Regional 4.4 1.0 0.0 1.0
1997 6 228.8 48.0 0.0 48.0
1998 Česká Spořitelna Equity Direct 67.0 67.0 0.0 67.0
1998 Czech Direct Equity Fund Direct 34.5 8.5 0.0 8.5
1998 Advent Central & Eastern Europe II - Regional Fund Regional 6.1 2.3 0.0 2.3
1998 Innova/98 LP Regional 8.9 2.0 0.0 2.0
1998 MBA Loan Project II (guarantee) Regional 0.3 0.1 0.1 0.0
1998 5 116.8 79.9 0.1 79.8
1999 Brno Waste Water Treatment Plant Upgrading Direct 82.8 27.5 27.5 0.0
1999 ČSOB Privatisation (portage equity) Direct 180.0 125.0 125.0 0.0
1999 European Property Group Direct 138.8 39.9 0.0 39.9
1999 UNIQA - Uniqa Pojišťovna (equity) Direct 2.8 2.8 0.0 2.8
1999 AIG New Europe Fund Regional 36.7 6.9 0.0 6.9
1999 Central & Eastern Europe Power Fund Regional 4.5 1.3 0.0 1.3
1999 Emerging Europe Capital Investors LDC Regional 11.2 3.3 0.0 3.3
1999 Energy Efficiency and Emissions Reduction Fund Regional 10.7 3.0 0.0 3.0
1999 Info. and Comm. Tech & Industrial  Electronic Fund Ltd. Regional 10.3 2.5 0.0 2.5
1999 9 477.8 212.2 152.5 59.7  
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Year Op Name Direct/  
Regional

Total 
Project 
Value

EBRD
 Finance

Debt Equity

2000 EU/EBRD Phase I - Ext. - Česká Spořitelna Direct 20.0 20.0 20.0 0.0
2000 Harpen District Heating Direct 39.2 15.4 15.4 0.0
2000 Argus Capital Partners Regional 43.1 11.1 0.0 11.1
2000 EU/EBRD Phase I - GIMV Czech and Slovak SME Fund Regional 7.5 1.5 0.0 1.5
2000 Heitman Central Europe Property Partners Fund Regional 34.6 9.2 0.0 9.2
2000 5 144.4 57.2 35.4 21.8
2001 Dalkia Ústí nad Labem Direct 67.2 18.2 18.2 0.0
2001 Soufflet Malting Czech Direct 29.0 10.0 8.0 2.0
2001 TIW Czech N.V Direct 308.4 30.4 0.0 30.4
2001 Winterthur MPF/CS L&P Pojišťovna - Capital Increase Direct 12.4 4.1 0.0 4.1
2001 DVI, Inc. (debt) Regional 4.3 1.1 1.1 0.0
2001 IKB Co-Financing Risk Participation  Agreement Regional 7.0 7.0 7.0 0.0
2001 Innova/3 Regional 37.7 4.5 0.0 4.5
2001 Raiffeisen EU Enlargement Fund Regional 7.3 3.8 0.0 3.8
2001 Regional/Private Equity Fund Facility - Trigranit II Regional 3.0 0.6 0.0 0.6
2001 Spearhead International Regional 5.4 5.4 5.4 0.0
2001 10 481.7 85.1 39.7 45.4
2002 EU/EBRD Phase II - Ext. - Raiffeisenbank a.s. (Czech R.) Direct 10.0 3.5 3.5 0.0
2002 Sladovny Soufflet Czech Republic Direct 38.4 13.4 13.4 0.0
2002 TES Media Direct 51.3 7.3 7.3 0.0
2002 Winterthur MPF/CS L&P Penzijní Fond Direct 25.1 20.7 0.0 20.7
2002 Accession Mezzanine Capital LP Regional 16.6 7.8 0.0 7.8
2002 Heitman Central Europe Property Partners Fund II Regional 26.5 8.8 0.0 8.8
2002 6 167.9 61.5 24.2 37.3
2003 EU/EBRD Phase II - Ext. - Raiffeisen Leasing Direct 5.0 5.0 5.0 0.0
2003 Genesis Private Equity Fund Direct 30.6 6.6 0.0 6.6
2003 DBG Osteuropa Holding II Regional 22.4 6.8 0.0 6.8
2003 ORCO APARTHOTELS Regional 17.3 1.5 0.0 1.5
2003 Siemens - SKV Direct 6.2 6.2 6.2 0.0
2003 Volksbank FW - Volksbank CZ Subordinated Loan Direct 10.0 10.0 10.0 0.0
2003 EU/EBRD Phase II Extn 2 - SG Equipment Finance Czech Rep. Direct 27.0 27.0 27.0 0.0
2003 Spearhead (Eurofarms) Direct 5.1 5.1 5.1 0.0
2003 EU/EBRD Phase II Extn 2 - Česká Spořitelna Extension Direct 10.0 10.0 10.0 0.0
2003 9 133.6 78.2 63.3 14.9
2004 Polish Enterprise Fund V Regional 3.0 3.0 0.0 3.0
2004 Accession Fund Regional 60.0 15.0 0.0 15.0
2004 TriGranit III Regional 13.6 0.2 0.0 0.2
2004 Advent Central & Eastern Europe Successor Fund Regional 33.3 5.3 0.0 5.3
2004 Project Vltava Direct 325.0 25.0 25.0 0.0
2004 Raiffeisen International Regional 6.0 3.0 0.0 3.0
2004 EU/EBRD PHASE II SME Komerční Banka Direct 20.0 20.0 20.0 0.0
2004 Europolis II Regional 15.0 3.8 2.8 1.0
2004 Grandi Stazioni ČR Direct 31.3 3.8 0.0 3.8
2004 9 507.2 79.1 47.8 31.3
2005 TIW Inc. Regional 12.0 12.0 0.0 12.0
2005 Emerging Europe Convergence Fund II Regional 4.2 4.2 0.0 4.2
2005 EU/EBRD Extension 3 - Deutsche Leasing Direct 10.0 10.0 10.0 0.0
2005 Connex Equity Investment Regional 49.1 17.3 0.0 17.3
2005 Argus Capital Partners II Regional 6.1 6.1 0.0 6.1
2005 SG AM Eastern Europe L.P. Regional 5.9 3.3 0.0 3.3
2005 6 87.3 52.9 10.0 42.9
2006 EU/EBRD Ext. 5 Rural - IMPULS-Leasing-AUSTRIA Direct 5.0 5.0 5.0 0.0
2006 EU/EBRD Ext. 5 Rural - S Morava Leasing Czech Direct 5.0 5.0 5.0 0.0
2006 EU/EBRD MFF Komerční banka Czech Rep. Direct 10.0 10.0 10.0 0.0
2006 Capital Media Regional 16.0 8.0 8.0 0.0
2006 Alpha CEE II, L.P. Regional 5.0 5.0 0.0 5.0
2006 EU/EBRD Ext. 5 Rural - SG Equipment Finance CR Regional 9.0 9.0 9.0 0.0
2006 AIG New Europe Fund II Regional 5.0 5.0 0.0 5.0
2006 7 55.0 47.0 37.0 10.0
2007 Syntaxis Mezzanine Fund Regional 2.6 2.5 0.0 2.5

2.6 2.5 0.0 2.5
TOTAL 103 4,694 1,094 606 488  


	TABLE OF CONTENTS 
	 
	 
	 ABBREVIATIONS  
	1. THE CZECH TRANSITION  
	1.1. Introductory remarks about the Czech transition process 
	1.2. Political environment 
	1.3. Life in transition and the general business environment  
	1.4. Macroeconomic achievements  
	1.5. Structural reform achievements sector-by-sector 
	1.5.1. Enterprise sector 
	1.5.2. Infrastructure sector 
	1.5.3. Financial sector 

	1.6. Availability of finance 
	1.7. Conclusion 
	2. THE EBRD’s CONTRIBUTION TO THE CZECH TRANSITION 
	2.1. Overview of Bank activities in the Czech Republic 
	2.2.  The Bank’s contribution to the transition process sector-by-sector 
	 
	 
	2.3.  Availability of co-financing 
	 

	ANNEX 1   SOCIAL INDICATORS OF THE CZECH TRANSITION 
	 ANNEX 2   SELECTED ECONOMIC INDICATORS 
	 ANNEX 3   STRUCTURAL AND INSTITUTIONAL CHANGE INDICATORS 
	 ANNEX 4   UPDATED RATINGS OF THE 2005 ASSESSMENT OF  
	                    TRANSITION CHALLENGES 
	 ANNEX 5   NET CUMMULATIVE BUSINESS VOLUME BY INDUSTRY 
	 ANNEX 6  COMMITTED PROJECTS PER YEAR 


