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Methodological Notes

The transition indicator scores in Chapter 1 reflect the judgement 
of the EBRD’s Office of the Chief Economist about country-specific 
progress in transition.

The scores range from 1 to 4+ and are based on a classification 
system that was originally developed in the 1994 Transition Report, 
but has been refined and amended in subsequent Reports. In 
calculating averages, “+” and “–” ratings are treated by adding 
0.33 and subtracting 0.33 from the full value. The infrastructure 
indicator reported in Table 1.1 is a simple average of the five 
energy and infrastructure components for which scores are 
available in previous years (see the sectors with an asterix next to 
them in Table 1.3) and is obtained by rounding down; for example, 
a score of 2.6 is treated as 2+, but a score of 2.8 is treated as 3-.

Overall transition indicators

(see Table 1.1 on page 4)

Large-scale privatisation

1 Little private ownership.

2 Comprehensive scheme almost ready for implementation; 
some sales completed.

3 More than 25 per cent of large-scale enterprise assets  
in private hands or in the process of being privatised (with 
the process having reached a stage at which the state has 
effectively ceded its ownership rights), but possibly with  
major unresolved issues regarding corporate governance.

4 More than 50 per cent of state-owned enterprise and farm 
assets in private ownership and significant progress with 
corporate governance of these enterprises.

4+ Standards and performance typical of advanced industrial 
economies: more than 75 per cent of enterprise assets  
in private ownership with effective corporate governance.

Small-scale privatisation

1 Little progress.

2 Substantial share privatised.

3 Comprehensive programme almost completed.

4 Complete privatisation of small companies with tradeable 
ownership rights.

4+ Standards and performance typical of advanced industrial 
economies: no state ownership of small enterprises; effective 
tradeability of land.

Governance and enterprise restructuring

1 Soft budget constraints (lax credit and subsidy policies 
weakening financial discipline at the enterprise level);  
few other reforms to promote corporate governance.

2 Moderately tight credit and subsidy policy, but weak 
enforcement of bankruptcy legislation and little action taken  
to strengthen competition and corporate governance.

3 Significant and sustained actions to harden budget constraints 
and to promote corporate governance effectively (for example, 
privatisation combined with tight credit and subsidy policies 
and/or enforcement of bankruptcy legislation).

4 Substantial improvement in corporate governance and 
significant new investment at the enterprise level, including 
minority holdings by financial investors.

4+ Standards and performance typical of advanced industrial 
economies: effective corporate control exercised through 
domestic financial institutions and markets, fostering  
market-driven restructuring.

Price liberalisation

1 Most prices formally controlled by the government.

2 Some lifting of price administration; state procurement  
at non-market prices for the majority of product categories.

3 Significant progress on price liberalisation, but state 
procurement at non-market prices remains substantial.

4 Comprehensive price liberalisation; state procurement at  
non-market prices largely phased out; only a small number  
of administered prices remain.

4+ Standards and performance typical of advanced industrial 
economies: complete price liberalisation with no price control 
outside housing, transport and natural monopolies.

Trade and foreign exchange system

1 Widespread import and/or export controls or very limited 
legitimate access to foreign exchange.

2 Some liberalisation of import and/or export controls;  
almost full current account convertibility in principle, but  
with a foreign exchange regime that is not fully transparent 
(possibly with multiple exchange rates).

3 Removal of almost all quantitative and administrative import 
and export restrictions; almost full current account convertibility.

4 Removal of all quantitative and administrative import and 
export restrictions (apart from agriculture) and all significant 
export tariffs; insignificant direct involvement in exports and 
imports by ministries and state-owned trading companies;  
no major non-uniformity of customs duties for non-agricultural 
goods and services; full and current account convertibility.

4+ Standards and performance norms of advanced industrial 
economies: removal of most tariff barriers; membership  
in WTO.
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Competition policy

1 No competition legislation and institutions.

2 Competition policy legislation and institutions set up;  
some reduction of entry restrictions or enforcement action  
on dominant firms.

3 Some enforcement actions to reduce abuse of market  
power and to promote a competitive environment, including 
break-ups of dominant conglomerates; substantial reduction  
of entry restrictions.

4 Significant enforcement actions to reduce abuse of market 
power and to promote a competitive environment.

4+ Standards and performance typical of advanced industrial 
economies: effective enforcement of competition policy; 
unrestricted entry to most markets.

Banking reform and interest rate liberalisation

1 Little progress beyond establishment of a two-tier system.

2 Significant liberalisation of interest rates and credit allocation; 
limited use of directed credit or interest rate ceilings.

3 Substantial progress in establishment of bank solvency and 
of a framework for prudential supervision and regulation; full 
interest rate liberalisation with little preferential access to 
cheap refinancing; significant lending to private enterprises 
and significant presence of private banks.

4 Significant movement of banking laws and regulations  
towards BIS standards; well-functioning banking competition 
and effective prudential supervision; significant term lending  
to private enterprises; substantial financial deepening.

4+ Standards and performance norms of advanced industrial 
economies: full convergence of banking laws and regulations 
with BIS standards; provision of full set of competitive  
banking services.

Securities markets and non-bank financial institutions

1 Little progress.

2 Formation of securities exchanges, market-makers and 
brokers; some trading in government paper and/or securities; 
rudimentary legal and regulatory framework for the issuance 
and trading of securities.

3 Substantial issuance of securities by private enterprises; 
establishment of independent share registries, secure 
clearance and settlement procedures, and some protection 
of minority shareholders; emergence of non-bank financial 
institutions (for example, investment funds, private insurance 
and pension funds, leasing companies) and associated 
regulatory framework.

4 Securities laws and regulations approaching IOSCO standards; 
substantial market liquidity and capitalisation; well-functioning 
non-bank financial institutions and effective regulation.

4+ Standards and performance norms of advanced industrial 
economies: full convergence of securities laws and 
regulations with IOSCO standards; fully developed non-bank 
intermediation.

Sectoral transition scores

The sectoral transition scores reflect the judgements of  
the EBRD’s Office of the Chief Economist about progress in 
transition by sector and the size of the remaining transition  
“gap” or challenges ahead. The scores range from 1 to 4+  
and are based on an assessment of the size of the challenges 
in two components: market structure and market-supporting 
institutions and policies. The scoring for the components  
is based on either publicly available data or observable 
characteristics of market structure and institutions. Based  
on the results of this scoring exercise, remaining transition  
gaps for market structure and institutions were classified as  
either “negligible”, “small”, “medium” or “large”. The final 
numerical score is based on these gap ratings as well as  
the underlying information, guided by the ranges defined in 
the table below for those cases where the two component 
assessments are the same (see the discussion on page 5  
in Chapter 1 for more details).

Table M.1.1.1
Transition cut-off points

Cut-off points

Transition gaps (MS/MI) Potential scores

Large/Large
Medium/Medium
Small/Small
Negligible/Negligible

from 1 to 2+
from 2+ to 3+
from 3+ to 4
4+

The tables below show for each sector the weighting attached 
to the two components (market structure and market-supporting 
institutions and policies), the criteria used in each case (and  
the associated weights), and the indicators and data sources  
that fed into the final assessments. For the corporate and 
financial sectors, the exact sources are listed in the tables.  
The assessment of remaining transition challenges in the energy 
sectors is based on cross-country factual data and information 
on the energy sector (oil, gas, mining, electric power) in the 
EBRD’s countries of operations, including from external agencies 
(International Energy Agency, EC Progress Reports on accession 
countries, Business Monitor International sector reports, Energy 
Regulators Regional Association, and so on). For infrastructure 
sectors, the assessment relied both on quantitative indicators (for 
example, cost recovery tariffs based on information from EBRD 
projects) and qualitative assessments of the less quantifiable 
measures, such as the relations between municipalities and 
their utilities. Sources encompassed in-house information from 
investment projects and cross-country data and assessments 
from several external agencies (including the World Bank, the 
European Commission and the OECD).
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Corporates

Table M.1.2.1
Rating transition challenges in the agribusiness sector

Components Criteria Indicators

Market structure [50%] Liberalisation of prices and trade [15%] Price liberalisation (EBRD Transition Report, 2009)
Forex and trade liberalisation (EBRD Transition Report, 2009)
Producer price of wheat in USD per tonne (Food and Agricultural Organization (FAO), PriceSTAT, 2007)
Simple average MFN applied imports tariffs on agricultural products (WTO, 2008)
NRAs to agriculture in per cent (World Bank distortions, 2004-07)
WTO membership (WTO)

Development of private and  
competitive agribusiness [40%]

Wheat yields per ha (FAO ProdSTAT, 2008)
Independent grocery retail sales in per cent of total grocery retail (BMI, 2008)
Mass grocery retail sales in per cent of total grocery retail (BMI, Food and Drink, 2008)
Small-scale privatisation (EBRD Transition Report, 2009)
EBRD enterprise reform indicator (EBRD Transition Report, 2009)

Development of related  
infrastructure [25%]

EBRD railways infrastructure (EBRD Transition Report, 2009)
EBRD road infrastructure (EBRD Transition Report, 2009)
Tractors in use per 100 inhabitants (FAO, 2007)
Ratio of producer price over world wheat price (FAO PriceSTAT, 2007)

Development of skills [20%] Ratio of a percentage of tertiary graduates in agriculture over a percentage of agricultural share in GDP  
(UNESCO 2007, own calculations)
Value-added per worker in 2005 in constant USD (World Bank World Development Indicators Database, 2009)

Market-supporting institutions  
and policies [50%]

Legal framework for land ownership, 
exchanges and pledges [40%]

Tradeability of land (EBRD Transition Report, 2009)
Warehouse receipt programmes (FAO Investment Centre WP, 2009)
Building a warehouse – dealing with construction permits (World Bank Doing Business, 2010)
Registering property (World Bank Doing Business, 2010)
EBRD Business Environment and Competition (EBRD Transition Report, 2009)

Enforcement of traceability  
of produce, quality control  
and hygiene standards [40%]

Overall TC 34 (www.iso.ch, 2009)
Quality index based on average of TC34/SC4, TC34/SC5 and TC34/SC6 (www.iso.ch, 2009)
Extent of Disclosure Index (World Bank Doing Business, 2010)
Extent of Director Liability Index (World Bank Doing Business, 2010)
Strength of Investor Protection Index (World Bank Doing Business, 2010)

Creation of functioning rural  
financing systems [20%]

Ratio of percentage of lending to agriculture/relative to percentage of agricultural share in GDP (own calculations)

Source: EBRD.

Table M.1.2.2
Rating transition challenges in the general industry sector

Components Criteria Indicators

Market structure [60%] Market determined prices [20%] Price liberalisation (EBRD Transition Report, 2009)
Subsidies in % of GDP (CEIC database, 2008)
Energy intensity (World Bank Databank, 2007)

Competitive business environment [40%] MFN trade weighted tariff (World Bank World Trade Indicators, 2009/2010)
Lerner index (EBRD calculation from UNIDO dataset, 2007)
Large scale privatisation (EBRD Transition Report, 2009)

Productivity and efficiency [40%] Expenditures on R&D in % of GDP (UNESCO 2007)
Value-added, manufacturing, per employee (UNIDO 2006 and CEIC Database 2007)
Knowledge economy index (World Bank, 2009)

Market-supporting institutions  
and policies [40%]

Facilitation of market entry and exit [40%] Starting a business (World Bank Doing Business, 2010)
Closing a business (World Bank Doing Business, 2010)
Percentage of firms identifying permits and licenses as major constraint (EBRD and World Bank, 2005-09)

Enforcement of competition policy [30%] Competition index (EBRD Transition Report, 2009)

Corporate governance and  
business standards [30%]

Composite country law index (EBRD Legal Transition Team 2010)
New ISO 9001 and ISO 14001 registrations/number of firms (ISO Survey 2008)

Source: EBRD.

www.iso.ch
www.iso.ch
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Table M.1.2.3
Rating transition challenges in the real estate sector

Components Criteria Indicators

Market structure [50%] Sufficient supply of quality  
assets in all sub-segments  
(warehouse/office/retail) [40%]

Class A industry supply per capita (Colliers, DTZ, King Sturge, CB Richards Ellis, Jones Lang LaSalle)
Modern office space per capita (Colliers, DTZ, King Sturge, CB Richards Ellis, Jones Lang LaSalle)
Prime retail space per capita (Colliers, DTZ, King Sturge, CB Richards Ellis, Jones Lang LaSalle)

Availability of property-related  
financing [30%]

Construction share in GDP (EBRD, latest available year)
Residential mortgage debt (EBRD, EMF Hypostat, latest available year)
Availability (tenor) of construction debt finance (EBRD Syndications dataset)

Market saturation and penetration of 
innovative construction technologies [30%]

Market saturation index (EBRD, 2010)
Index on penetration of innovative construction technologies (EBRD, 2010)

Market-supporting institutions  
and policies [50%]

Tradeability and accessibility  
of land [20%]

Tradeability of land (EBRD Transition Report, 2009)
Access to land (BEEPS, 2008)

Development of an adequate  
legal framework for property  
development [50%]

Quality of primary legislation in the property sector (EBRD, 2010)
Quality of secondary legislation in the property sector (EBRD, 2010)
Mortgage market legal efficiency indicators (EBRD Legal Transition Team)

Presence and effectiveness of energy 
efficiency support mechanisms [10%]

Sustainability of government support mechanisms (EBRD, 2010)

Adequacy of property-related  
business environment [20%]

Registering property (World Bank Doing Business, 2010)
Dealing with construction permits (World Bank Doing Business, 2010)

Source: EBRD.

Energy

Table M.1.3.1
Rating transition challenges in the electric power sector

Components Criteria Indicators

Market structure [40%] Restructuring through institutional 
separation, unbundling and 
corporatisation [40%]

Extent of corporatisation (setting up of joint stock companies, improved operational and financial performance)
Extent of legal unbundling of generation, transmission, distribution and supply/retail 
Extent of financial unbundling of generation, transmission, distribution and supply/retail 
Extent of operational unbundling of generation, transmission, distribution and supply/retail

Private sector participation [20%] Degree of private sector participation in generation and/or distribution 

Competition and liberalisation [40%] Degree of liberalisation of the sector (third party access to network on transparent and non-discriminatory grounds)
Ability of end-consumers to freely choose their provider
Degree of effective competition in generation and distribution

Market-supporting institutions  
and policies [60%]

Tariff reform [40%] Presence of cost-reflective domestic tariffs
Existence of cross-subsidisation among consumers
Degree of payment discipline as measured by collection rates and payment arrears

Development of an adequate  
legal framework [20%]

Energy law in place to support full-scale restructuring of the sector and setting up of a regulator
Quality of taxation and licensing regime
Existence and relative strength of the regulatory framework for renewables

Establishment of an independent  
energy regulator [40%]

Degree of financial and operational independence of the regulator 
Level of standards of accountability and transparency

Source: EBRD.

Table M.1.3.2
Rating transition challenges in the natural resources sector

Components Criteria Indicators

Market structure [40%] Restructuring through institutional 
separation and corporatisation [40%]

Degree of unbundling of different business lines into separate legal entities (joint-stock companies)
Existence of separate financial accounts for different lines of businesses
Extent of unbundling of different business lines into separate legal entities
Extent of measures adopted to improve operational and financial performance
Degree of transparency and corporate governance

Private sector participation [20%] Degree of private sector participation in upstream and/or downstream/supply

Competition and liberalisation [40%] Degree of liberalisation of the sector (third party access to network)
Ability of end-consumers to freely choose their provider
Degree of effective competition in upstream/extraction, supply and retail

Market-supporting institutions  
and policies [60%]

Tariff reform [40%] Presence of cost-reflective domestic tariffs
Existence of cross-subsidisation among consumers
Degree of payment discipline as measured by collection rates and payment arrears

Development of an adequate  
legal framework [20%]

Energy law in place to support full-scale restructuring of the sector and setting up of a regulator
Quality of taxation and licensing regime
Extent of transparency and accountability on revenues from extractive industries and management  
of the oil stabilisation fund, EITI/PWYP compliance

Establishment of an independent  
energy regulator [40%]

Degree of financial and operational independence of the regulator
Level of standards of accountability and transparency

Source: EBRD.
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Table M.1.3.3
Rating transition challenges in the sustainable energy sector:  
energy efficiency (EE), renewable energy (RE) and climate change (CC)

Components Criteria Indicators

Market structure [67%] Market incentives [50%] Quality of energy pricing: end-user cost-reflective electricity tariffs 
Level of enforcement of pricing policies: collection rates and electricity bills
Amount of wastage: transmission and distribution losses
Quality of tariff support mechanisms for renewables (tradeable green certificate schemes /feed-in tariffs/no support)
Presence of carbon taxes or emissions trading mechanisms

Outcomes [50%] Level of energy intensity
Level of carbon intensity 
Share of electricity generated from renewable sources

Market-supporting institutions  
and policies [33%]

Laws [25%] Index on laws on the books related to EE and RE (such as those that support renewable technologies, compel 
minimum standards in various areas of energy use, provide guidance for sectoral targets in terms of energy savings 
and provide incentives and penalties for achieving desirable targets) 
Stage of institutional development in implementing the Kyoto Protocol

Agencies [25%] Existence of EE agencies or RE associations (autonomous/departments within government)
Index on employment, budget and project implementation capacity of agencies
Index on functions of agencies: adviser to government, policy drafting, policy implementation and funding for projects

Policies [25%] Sustainable energy index: existence, comprehensiveness and specific targets of policies on SE
Renewable energy index: existence of specific sectoral regulations for RE (renewables obligation, licensing for green 
generators, priority access to the grid)
Climate Change Index: existence of policies (emissions targets and allocation plans)

Projects [25%] Index on project implementation capacity in EE, CC and RE
Number of projects in EE, CC and RE
Expenditure data on projects in EE, CC and RE

Source: EBRD.

Infrastructure

Table M.1.4.1
Rating transition challenges in the railways sector

Components Criteria Indicators

Market structure [55%] Restructuring through institutional 
separation and unbundling [40%]

Extent of corporatisation of railways
Extent of unbundling of different business lines (freight and passenger operations) 
Extent of divestment of ancillary activities

Private sector participation [40%] Number of new private operators 
Extent of privatisation of freight operations and ancillary services 

Competition and liberalisation  
of network access [20%]

Extent of liberalisation of network access according to non-discriminatory principles
Number of awards of licences to the private sector to operate services

Market-supporting institutions  
and policies [45%]

Tariff reform [50%] Extent of freight tariff liberalisation 
Extent of introduction of public services obligations (PSO)

Development of an adequate  
legal framework [25%]

Presence of railways strategy and railways act

Development of the regulatory  
framework [25%]

Establishment of a railway regulator to regulate the network access according to non-discriminatory principles 
Degree of independence of the regulator and level of accountability and transparency standards
Level of technical capacity of the regulator to set retail tariffs and regulate access to the track

Source: EBRD.

Table M.1.4.2
Rating transition challenges in the roads sector

Components Criteria Indicators

Market structure [55%] Restructuring through institutional 
separation and unbundling [40%]

Degree of independence of the road management from the Ministry
Extent of divestment of construction from road maintenance, engineering and design activities

Private sector participation [40%] Extent of private sector companies in construction and maintenance (BOT-type concessions, management or service 
contracts, other types of public-private partnerships (PPPs)) 

Competition and liberalisation  
of network access [20%]

Index on rules for open tendering of construction and maintenance contracts 
Index on practices for open tendering of construction and maintenance contracts 

Market-supporting institutions  
and policies [45%]

Tariff reform [50%] Level of road maintenance expenditures (that is, it should be sufficient to maintain the quality of state  
roads and motorways)
Introduction of road user charges based on vehicles and fuel taxes
Level of road user charges (that is, it should be sufficient to cover both operational and capital costs in full)
Comprehensiveness index of road user charges (extent of accordance with road use, extent of incorporation  
of negative externalities, and so on)

Development of an adequate  
legal framework [25%]

Extent and quality of PPP legislation
Existence of road act

Development of the regulatory  
framework [25%]

Creation of a road agency
Index of road agency effectiveness (decision making power, resource allocation, management capacity  
across road networks)

Source: EBRD.
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Table M.1.4.3
Rating transition challenges in the urban transport sector

Components Criteria Indicators

Market structure [50%] Decentralisation and  
corporatisation [33%]

Extent of decentralisation (that is, transfer of control from the national to the municipal or regional level)
Degree of corporatisation of local utilities to ensure financial discipline and improve service levels,  
including in smaller municipalities

Commercialisation [33%] Level of financial performance (no concern for financials/a few financially sound utilities in the  
country/solid financial performance is widespread)
Level of investment financing (only through grants/selective access to commercial finance/widespread  
access to commercial finance)
Level of operational performance: progress in tackling cost control (labour restructuring, energy cost  
control, reduction of network losses), demand side measures (metering and meter-based billing, e-ticketing),  
focus on quality of service 

Private sector participation  
and competition [33%]

Extent of legal framework and institutional capacity for PPP and competition
Extent and form of private sector participation 

Market-supporting institutions  
and policies [50%]

Tariff reform [50%] Degree of tariff levels and setting (cost recovery, tariff methodologies)
Existence of cross-subsidisation among consumers

Contractual, institutional and  
regulatory development [50%]

Quality of the contractual relations between municipalities and utility operators
Degree of regulatory authority capacity and risks of political interference in tariff setting

Source: EBRD.

Table M.1.4.4
Rating transition challenges in the water and wastewater sector

Components Criteria Indicators

Market structure [50%] Decentralisation and  
corporatisation [33%]

Extent of decentralisation (that is, transfer of control from the national to the municipal or regional level)
Degree of corporatisation of local utilities to ensure financial discipline and improve service levels,  
including in smaller municipalities

Commercialisation [33%] Level of financial performance (no concern for financials/a few financially sound utilities in the  
country/solid financial performance is widespread)
Level of investment financing (only through grants/selective access to commercial finance/widespread  
access to commercial finance)
Level of operational performance: progress in tackling cost control (labour restructuring, energy cost  
control, reduction of network losses), demand-side measures (metering and meter-based billing, e-ticketing),  
focus on quality of service 

Private sector participation  
and competition [33%]

Extent of legal framework and institutional capacity for PPP and competition
Extent and form of private sector participation 

Market-supporting institutions  
and policies [50%]

Tariff reform [50%] Degree of tariff levels and setting (cost recovery, tariff methodologies)
Existence of cross-subsidisation among consumers

Contractual, institutional and  
regulatory development [50%]

Quality of the contractual relations between municipalities and utility operators
Degree of regulatory authority capacity and risks of political interference in tariff-setting

Source: EBRD.

Table M.1.4.5
Rating transition challenges in the telecommunications sector

Components Criteria Indicators

Market structure [50%] Competition and private sector 
involvement: mobile telephony [40%]

Expansion of services to rural areas, proxied by % of population covered by mobile signal (International 
Telecommunications Union and World Bank, 2009)
Mobile penetration rate (International Telecommunications Union, 2009)
% of private ownership in the incumbent mobile operator (Business Monitor International Global Insight, 2010)
Market share of the largest mobile operator (Business Monitor International, BuddeCom via ISI, 2010)
Mobile number portability (Business Monitor International, BuddeCom, Global Insight, 2010)

Competition and private sector 
involvement: fixed telephony [20%]

Fixed-line teledensity (International Telecommunications Union, 2010)
% of private ownership in fixed telephony incumbent (Business Monitor International Global Insight, 2010)
Market share of the fixed telephony incumbent/Presence of alternative operators (Business Monitor  
International, Global Insight, 2010)
Fixed number portability (Business Monitor International, Global Insight, 2010) 

IT and high-tech markets [40%] Internet users penetration rates (International Telecommunications Union, 2009)
Broadband subscribers penetration rate (International Telecommunications Union, 2009)
Piracy rates (Business Software Alliance, 2009) 
Expenditure on R&D as a percentage of GDP (UNESCO, 2007) 

Market-supporting institutions  
and policies [50%]

Institutional framework  
assessment [30%]

Regulatory independence (EBRD, Legal Transition Team, 2009) 
Dispute resolution and appeal (EBRD, Legal Transition Team, 2009)

Development of the regulatory framework 
aimed at promoting the emergence of 
competition within the sector [60%]

Market access assessment (for non-scarce resources) (EBRD, Legal Transition Team, 2009) 
Operational environment assessment: SMP and safeguards (EBRD, Legal Transition Team, 2009) 
Operational environment assessment: interconnection and special access (EBRD, Legal Transition Team, 2009)

Preparedness of the country to develop  
a knowledge economy [10%]

Knowledge Economy Index (World Bank, 2009)

Source: EBRD.
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Financial institutions

Table M.1.5.1
Rating transition challenges in the banking sector

Components Criteria Indicators

Market structure [35%] Degree of competition [33%] Based on net interest margin, loan-deposit interest spread, overhead cost to assets, and asset share of five largest 
banks (EBRD Banking Survey, official statistical sources, 2010)

Ownership [67%] Asset share of private banks (EBRD Banking Survey, official statistical sources, 2010)
Asset share of foreign banks 2009 (subjective discount relative to home/host coordination) (EBRD Banking Survey, 
2010 and latest EBRD assessment) 

Market-supporting institutions  
and policies [65%]

Development of adequate legal  
and regulatory framework [50%]

Existence of entry and exit restrictions (EBRD assessment, latest estimates)
Adequate liquidity requirements (EBRD assessment, latest estimates)
Other macro prudential measures (EBRD assessment, latest estimates)
Supervisory coordination (home-host country) (EBRD assessment, latest estimates)
Dynamic counter cyclical provisioning and creating capital buffers by requiring higher capital adequacy  
ratios in good times (EBRD assessment, latest estimates)
Deposit insurance scheme with elements of private funding (EBRD assessment, latest estimates)

Enforcement of regulatory  
measures [40 %]

Compliance with Basel Core principles values (FSAP/IMF, EBRD assessment, latest estimates)
Currency mismatch index (EBRD Banking Survey 2010, national statistical sources via CEIC, latest estimates)
Banking strength – actual risk weighted capital to assets ratio (IMF Global Financial Stability Report 2010, National 
Sources, latest estimates)
Sophistication of banking activities and instruments (EBRD assessment, latest estimates)
Deposits to GDP (EBRD Banking Survey, 2010 and latest EBRD assessment)

Corporate governance and  
business standards [10%]

Proportion of banks which have good corporate governance practices (EBRD assessment, latest estimates)

Source: EBRD.

Table M.1.5.2
Rating transition challenges in the insurance and other financial services sector

Components Criteria Indicators

Market structure [45%] Market penetration [60%] Insurance premia (% of GDP) (National Insurance Associations, UBS, World Bank, EBRD, 2008/2009)
Leasing portfolio (% of GDP) (Leaseurope, national statistical sources, latest estimates)
Availability of insurance products (UBS and own EBRD assessments, latest estimates)

Private sector involvement [20%] Share of private insurance funds in total insurance premia (UBS, national authorities, EBRD, latest estimates)

Development of skills [20%] Skills in the industry (UBS and own EBRD assessments, latest estimates)

Market-supporting institutions  
and policies [55%]

Development of adequate legal  
and regulatory framework [80%]

Existence of private pension funds (Social Security Administration - ISSA, latest estimates)
Pillar 2 legislation (Organisation of Economic Co-operation and Development, World Bank, national official  
sources, EBRD, latest information)
Quality of insurance supervision assessment (UBS, EBRD, latest estimates)
Legislation leasing (National authorities, International Finance Corporation, EBRD, latest information)

Business standards [20%] IAIS member (International Association of Insurance Supervisors- IAIS, 2010)

Source: EBRD.

Table M.1.5.3
Rating transition challenges in the capital markets sector

Components Criteria Indicators

Market structure [40%] Market penetration [35%] Stock market capitalisation traded annually 2007 (World Bank, Financial Structure Database, 2010)

Market infrastructure and liquidity (65%) Money Market Index (EBRD 2010 Survey)
Government Bond Index (EBRD 2010 Survey)

Market-supporting institutions  
and policies [60%]

Development of adequate legal  
and regulatory framework (100%)

Quality of securities market legislation (EBRD Legal Transition Survey, 2007) 
Effectiveness of securities market legislation (EBRD Legal Transition Survey, 2007)

Source: EBRD.
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Table M.1.5.4
Rating transition challenges in the private equity sector  

Components Criteria Indicators

Market structure [50%] Competition [35%] Effective number of fund managers per thousand companies (EMPEA, Prequin, Mergermarket,  
and EVCA, latest available)

Market penetration [65%] Scope of fund type/strategy (EMPEA, Prequin, Mergermarket and EVCA, latest available)
PE capital available for investment as % of GDP (EMPEA, Prequin, Mergermarket and EVCA, latest available)
Active capital as % of GDP (EMPEA, Prequin, Mergermarket and EVCA, latest available)

Market-supporting institutions  
and policies [50%]

Development of adequate legal  
and regulatory framework [70%]

Barriers to institutional investor participation (EBRD, latest estimates)
Quality of securities market legislation (EBRD Legal Transition Survey, 2007) 
Effectiveness of securities market legislation (EBRD Legal Transition Survey, 2007)

Corporate governance [30%] Effective framework (EBRD Corporate Governance Legislation Assessment, 2007)
Rights and role of shareholders (EBRD Corporate Governance Legislation Assessment, 2007)
Equitable treatment of shareholders (EBRD Corporate Governance Legislation Assessment, 2007)
Responsibilities of board (EBRD Corporate Governance Legislation Assessment, 2007)
Disclosure and transparency (EBRD Corporate Governance Legislation Assessment, 2007)

Source: EBRD.

Table M.1.5.5
Rating transition challenges in the MSME finance sector  

Components Criteria Indicators

Market structure [50%] Market saturation and penetration  
of MSME financing [20%]

Number of years firms operated without formal registration, (World Bank/EBRD Business Environment  
and Enterprise Performance Survey, 2008)

Availability of MSME related  
financing [80%]

Access to checking/savings accounts (World Bank/EBRD Business Environment and Enterprise  
Performance Survey, 2008)
Access to overdraft facility (World Bank/EBRD Business Environment and Enterprise Performance Survey, 2008)
Access to credit loan from financial institution (World Bank/EBRD Business Environment and Enterprise  
Performance Survey, 2008)
Access to finance presents a major/severe obstacle (World Bank/EBRD Business Environment and Enterprise 
Performance Survey, 2008)

Market-supporting institutions  
and policies [50%]

Development of adequate legal  
and regulatory framework [50%]

Registering property (World Bank Doing Business, 2010)
Getting credit (World Bank Doing Business, 2010)

Business environment [50%] Closing a business (World Bank Doing Business, 2010)
Enforcement of contracts (World Bank Doing Business, 2010)

Source: EBRD.
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