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The crisis hit transition countries 
particularly hard…
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…and has a lasting impact 
on their economies
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The crisis has had a major impact 
on people’s lives and beliefs



Households 
suffered more 
than in the West
Transition Region

Western Europe

39% 
Reduction in stable 
food consumption

11% 
Reduction in stable 
food consumption

45% 
Reduction in 
consumption of 
luxury goods

32% 
Reduction in 
consumption of 
luxury goods

38% 
of transition 
households 
in the transition 
region saw their 
wages reduced 
during the crisis



This is only partly explained 
by ‘crisis events’



Social safety nets were used less than 
in the West and were less effective 

Only new EU members 
report similar levels of 
unemployment benefits 
to the West

While these significantly 
reduced consumption 
response to crisis events 
in the West, they had no 
significant effect in the 
transition region



Less effective informal borrowing 
was used more than in the West

Informal borrowing 
among crisis-hit 
households was most 
frequent in Eastern 
Europe and the 
Caucasus

It was only half as 
effective in shielding 
people’s consumption 
as formal borrowing



FX mortgage 
borrowers were hit 
hard in countries with 
large devaluations

FX mortgages proved 
costly to people in 
countries with 
depreciations, as their 
repayments cut into 
their consumption



Support for 
democracy and 
markets 
dropped in many 
advanced 
transition 
countries but 
rose in less 
advanced 
countries



Crisis years saw 
major shifts is 
support for 
democracy

10% 
fewer people support 
democracy in the new 
EU countries compared 
with before the crisis

6% 
more people support 
democracy in the CIS 
countries with before 
the crisis



The past four 
years saw similar 
shifts in support 
for markets  

Support in many new 
EU members fell to 
below Western levels



As well as markets support



The crisis had a negative impact on 
democracy support…



The drop in support was somewhat 
mitigated by past crisis experience



But the crisis also made people turn 
against what they had: Democracy



But the crisis also made people turn 
against what they had: Markets



The opportunity for 
post-crisis growth: 
Entrepreneurship



Share of people who managed to start 
a business much below the West



…mostly due to low success rate 
among those who actually tried



Lack of capital is 
the most 
important reason 
for failure

Percentage of failed entrepreneurs, 
by reason for failure

13.6 
Change in 
personal 
situation

4.5 
Competitors 
threaten me

12.0 
Too much 
bureaucracy

1.6 
Couldn’t 
afford the 
protection 
payments

2.1 
Couldn’t 
afford the 
bribes

51.6 
Not enough 
capital



It seems that country wealth could 
explain variation in success rates…



But individual 
variables are 
more important

Women are more than 

6% 
less likely than men to try 
to set up a business… 
but equally likely to succeed 
once they try

Those with university education are 

5-7%
more likely to try to set up a 
business, even though no more likely 
to succeed once they try



Learn more at: 
www.ebrd.com/transitionreport
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