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Go to page 80 of the Transition Report 
for images of people, places and 
projects in our countries of operations

Go to page 91 of the Transition Report  
for country-by-country assessments  
from around the region

The EBRD seeks to foster the transition 
to an open market-oriented economy
and to promote entrepreneurship in 
its countries of operations. To perform 
this task effectively, the Bank needs to 
analyse and understand the process of 
transition. Drawing on the EBRD’s  
extensive experience as an investor  
in the region, the Transition Report 
offers comprehensive analysis of the  
transition to market economies  
and macroeconomic performance. 

The responsibility for the content of the 
Transition Report is taken by the Office 
of the Chief Economist. All assessments 
and data in the latest issue are based on 
information as of early October 2012.
www.ebrd.com/transitionreport

the eBrD is investing in 
changing people’s lives and 
environments from central 
europe to central asia and 
the southern and eastern 
Mediterranean. Working 
together with the private 
sector, we invest in projects, 
engage in policy dialogue  
and provide technical advice 
that fosters innovation and 
builds sustainable and open 
market economies.
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n Central Europe and the Baltic states
1 Croatia 106
2 Estonia 110
3 Hungary 116
4 Latvia 124
5 Lithuania 126
6 Poland 136
7 Slovak Republic 144
8 Slovenia 146

n South-eastern Europe 
9 Albania 94
10 Bosnia and Herzegovina 102
11 Bulgaria 104
12 FYR Macedonia 112
13 Montenegro 132
14 Romania 138
15 Serbia 142

n Eastern Europe and the Caucasus 
16 Armenia 96
17 Azerbaijan 98
18 Belarus 100
19 Georgia 114
20 Moldova 128
21 Ukraine 156

n Central Asia
22 Kazakhstan 120
23 Kyrgyz Republic 122
24 Mongolia 130
25 Tajikistan 148
26 Turkmenistan 154
27 Uzbekistan 158
 
 
n 
28 Turkey 152 
29 Russia 140 
 
 
n 
30 Egypt 108 
31 Jordan 118 
32 Morroco 134 
33 Tunisia 150

about the eBrD and the  
transition report



This is the fourth consecutive Transition Report 
to be written in the shadow of an economic crisis 
in the transition region. 

The region is still vulnerable, both because of 
legacies from the previous crisis and pre-crisis 
periods – high non-performing loans and foreign 
currency-denominated debt – and its strong 
dependence on the eurozone.

The Transition Report analyses the importance 
of economic integration, focusing specifically on 
the changing financial landscape in the eurozone 
single currency bloc and the creation of new pan-
European institutions. It also assesses the role of 
trade integration. 

 1 Progress in Structural Reforms looks at 
the changing pace of reform over the last 
year in the EBRD’s countries of operations.  

In particular, it studies the impact of the global 
economic crisis: have reforms slowed down and 
has the impetus for reform been lost? For the 
first time, the Transition Report also analyses the 
progress of reforms in the southern and eastern 
Mediterranean (SEMED) region. 

 2   Transition Region in the Shadows 
of the Eurozone Crisis explores the 
effects of the continuing turmoil in the 

single currency bloc on the economies across 
the EBRD region, including SEMED. The outlook 
for the region continues to be crucially driven by 
developments in the eurozone. In the baseline, 
the region will see a substantial slowdown this 
year and next, relative to 2011.

 3    Towards a Pan-European Banking 
Architecture assesses the potential 
impact of a eurozone-based banking union 

and asks whether this major new development 
will address the deficiencies of previous national-
based regulatory models. This chapter focuses 
particularly on the status of non-eurozone 
countries with respect to the new system. 

 4       Regional Trade Integration and 
Eurasian Economic Union considers the 
various benefits of trade integration and 

the extent to which they are likely to apply in the 
new Customs Union between Russia, Belarus 
and Kazakhstan. The analysis draws on the early 
evidence about the impact of the customs union 
on trade, non-tariff barriers and export structure 
and also looks at the experiences of other longer-
established trading blocs. 
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enerGY
For the first time since the EBRD 
started scoring transition progress by 
sector, there are more downgrades 
than upgrades in the energy sector. In 
the SEMED region, power and energy 
stand out as the least reformed areas.

CorporaTe
Sector reforms warranting an 
upgrade have been limited 
over the past year.

FinanCiaL
One of the more positive features to 
emerge from the crisis has been the 
resilience of the financial sector throughout 
the transition region. Over the past year, 
a number of modest improvements have 
warranted an upgrade in sector scores.  
But downgrades have also occurred.

In terms of transition 
indicators, there were  
one-notch upgrades this 
year in 17 cases

17

ThE  
FACTS
aT a GLanCe

chapter 1
proGress in sTruCTuraL reForms

Reforms carried out over the past two decades are still intact and 
have improved the ease of doing business. But market structure 
and institutional reforms need to be accelerated to enhance 
competitiveness, efficiency and productivity. 

A review of structural reforms over the past year 
presents a mixed picture. On the positive side, there 
has been more progress in reforms than reversals.  
However, major reforms at the sector and country 
level are still necessary if the region is to return to  
a sustainable growth path. 

There has been no irreversible backsliding in 
reforms. But the overall pace of reform has  
stalled. Lacking or feeble reforms will keep the 
region’s growth well below potential for the 
foreseeable future.

For the first time in the Transition Report, the 
EBRD considers the reform histories of countries in 
the SEMED region, as well as their current structural 
and institutional development. Analysis indicates 
that the SEMED region is in “mid-transition”: 
trade and capital flows have been predominantly 
liberalised, and large parts of the economy are in 
private hands … albeit with important exceptions. 

trade integration has been enhanced this 
year by the accession of Montenegro and 
russia to the World trade organization.

inFrasTruCTure
in most sectors  
covered by this 

analysis, progress  
in the past year has 

been very limited



ThE  
FACTS
aT a GLanCe

0

1

2

3

4

5

6

Source: National authorities via CEIC data service and EBRD forecasts.

■ Actual growth  ■ Forecasted growth

2010 2011 20132012

TransiTion reGion proJeCTed  
To sLow down
Year-on-year GDP growth of the transition region, per cent

exposure To The euroZone
Estimated quarterly output loss a year after a 1% lower quarterly eurozone output

uKraine

3.7%
romania

2.0%
poLand

0%

chapter 2
TransiTion reGion in The shadows 
oF The euroZone Crisis 

Over the last year the transition region has experienced  
a significant worsening in the external environment.

As the eurozone sovereign debt crisis has 
deteriorated, recovery has stalled in many of 
those countries of the region that are particularly 
integrated with the single currency area. Exports  
and capital inflows have declined and the region’s 
banks have lost significant external funding from 
their eurozone parent banks. 

The region’s exposure to the euro area, once  
a benefit, has turned into a disadvantage during  
the crisis.

This chapter of the Transition Report relates 
growth in transition countries to the fortunes  
of the eurozone, Russia and the world at large,  
along with oil prices and the volatility in global 
financial markets. 

This analysis confirms that the countries of 
central Europe and the Baltic states (CEB) and 
south-eastern Europe (SEE) are more intertwined 

with the eurozone, while countries of Central Asia 
and eastern Europe and the Caucasus have closer 
links with Russia. Ukraine is exposed on both sides.

The outlook for the transition region continues  
to be crucially driven by developments in the 
eurozone crisis. In the baseline, the region will see  
a substantial slow-down this year and next, relative 
to 2011.

as countries further east 
become more exposed to 
the impact of the eurozone 
crisis, their economies are 
also likely to flag.



ForeiGn BanKs
are prevalent in the Slovak Republic and 
parts of south-eastern Europe.

domesTiC BanKs
are often the only option in the rural areas of 
Belarus, Moldova, Romania and Ukraine.

Asset share of foreign-owned banks 
in national banking systems

CompeTiTion
between domestic and foreign banks is 
common in Poland.

72%

easTern
european
aVeraGe

14%

wesTern
european
aVeraGe

chapter 3
Towards a pan-european BanKinG arChiTeCTure
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In 2012 there was growing momentum to integrate financial 
sector institutions by establishing a full banking union at the 
level of the eurozone and possibly beyond. 

A eurozone-based “banking union” which would 
create a single supervisor for eurozone banks and 
open up the possibility of direct recapitalisation from
supranational funds could be crucial for making the 
eurozone more stable. This is good for all of Europe, 
including emerging European countries. 

Recent banking union proposals have 
nonetheless raised concerns in some of these 
countries. Are these proposals justified? Would they 
address the deficiencies of previous national-based 
regulatory models? Aside from helping resolve the 
eurozone crisis, would the proposals improve the 
supervision and resolution of multinational banks 
across a financially integrated Europe? 

Chapter 3 of the Transition Report 2012 analyses 
current proposals for the banking union.  It suggests 

some enhancements from the perspective of 
countries whose banking systems are dominated by 
these banks. It also assesses the status of non-
eurozone countries with respect to the new system.

Multinational banks have 
been a force of financial 
development and growth,  
but they have also exacerbated 
credit booms, adding to  
the pain of crisis.



25-100%
estimated increase in trade flows due to  
improvements in cross-border infrastructure

25%
Share of goods that are exported only 
within the Customs Union.

 12%
Share of firms in regions bordering 
Kazakhstan and Belarus which view 
customs and trade regulations as 
a major or very severe obstacle, 
compared with 31 per cent of firms 
in regions bordering other countries. 

arounD

 70%
Overall increase in trade among 
Customs Union members between 
2009 and 2011.

chapter 4
reGionaL Trade inTeGraTion and 
eurasian eConomiC union 
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At the start of transition many old economic ties within and 
between countries in the former communist bloc were severed. 
But regional integration initiatives quickly emerged, both among 
transition countries and with new trading partners in the West.

One of the latest developments in regional economic 
integration is the creation of the Common Economic 
Space of the Eurasian Economic Community. 

In November 2009 Belarus, Kazakhstan and Russia 
agreed to establish a Customs Union. Deeper economic 
integration between these countries has since 
developed. New supranational institutions have been 
created and future geographical expansion of the Union 
is being discussed.

Regional economic integration has the potential 
to bring multiple economic benefits through trade 
creation, the facilitation of exports to the rest of the 
world, more efficient markets and the opportunity to 
build stronger economic institutions. 

To reap these benefits, the key challenges are to 
lower non-tariff barriers to trade, improve cross-border 
infrastructure, limit the use of tariff barriers with other 
countries, extend liberalised market access to service 
sectors and strengthen institutions at the level of 
regional governance.

Within the Eurasian Economic Community there 
is currently little variation in terms of the quality of 
institutions. However, the Community represents an 
opportunity to create supranational institutions with 
strong governance that have demonstration effects and 
could trigger demand for better domestic institutions.

whaT are The BeneFiTs 
oF reGionaL Trade 
inTeGraTion?
•�lower tariff and non-tariff trade barriers 

should increase trade and enhance 
consumer choice.

•�producers within a regional integration 
grouping can benefit from increased 
market size.

•�exporting within a regional area may 
serve as a first step towards the 
expansion of exports worldwide.
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