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1. Both in level and speed of convergence since 2000, 

EU-CEE is the outperformer in CESEE, partly due to EU

Sources: Eurostat, national sources, wiiw. 
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2. But…narrow + somewhat unbalanced model of

convergence, with cracks appearing since 2008

• FDI-driven growth: Integration into CE manufacturing core, sophisticated + 

globally competitive export sector

• But convergence has slowed since 2008 (labour productivity)

• Disquiet about unequal spread of gains

• Big income gap versus Germany = outflow of EU-CEE population = labour

shortages

• Lack of big spill-overs from FDI for domestic economy

• Institutional convergence has slowed (in some parts of EU-CEE in 

reverse)
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3. Functional specialisation patterns suggest development

„trap“ + indicate strong need for adaptation + innovation

Source: fDi markets database; Penn World Tables PWT) Version 9.0; own calculations. Full 

report: http://library.fes.de/pdf-files/id-moe/17843.pdf. 

http://library.fes.de/pdf-files/id-moe/17843.pdf
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4. Exogenous shocks since 2008 (and more recently) 

create further need for adapted growth model in EU-CEE

• EU-CEE has already started “second transition”: green, digital, trade/FDI, 

demographics. 

• Main challenges/threats to convergence: 1) carbon intensity of production, 2) 

demographic trends, 3) automotive dependence, 4) weak innovation.

• Russian invasion has created more challenges. In short term 1) huge shock to 

industry, 2) inflation = far less policy space.

• Good news: NGEU – 1-3% of GDP per year for EU-CEE, mostly to support green 

and digital transitions.

• And 2008 and 2020 crises showed relative resilience of this region versus West 

and non-EU CESEE, should not be underestimated in this crisis as well. 
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Thank you for your attention!

Follow us at:

wiiw.ac.at

https://www.youtube.com/channel/UCyNuSfsgzgBsIf7AaH8Vk-Q/videos
https://twitter.com/wiiw_news/
https://www.facebook.com/wiiw.economic.studies/
https://wiiw.ac.at/
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Extra slides for reference
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(EU-CEE countries have received FDI inflows 3x higher

than rest of region)

Sources: Eurostat, national sources, wiiw. 

FDI inward stock per capita, EUR, 2021
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(Visegrad countries in particular have fully joined the 

Central European manufacturing core)

Total value of German external trade by partner, EUR bn, 2021
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(Most EU-CEE countries have received 3-5x budget

tranfers of candidate countries)

Sources: European Commission, national sources, wiiw. Note: For EU member states, data

are transfers since 2004. For non-EU Western Balkan countries, transfers are IPA funds

received during 2007-2018.
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(Limited break-out from this specialisation pattern)

Source: fDi markets database; Penn World Tables PWT) Version 9.0; own calculations. Full report: http://library.fes.de/pdf-

files/id-moe/17843.pdf. 

http://library.fes.de/pdf-files/id-moe/17843.pdf
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(And not changing over time – EU-CEE has extreme level

of specialisation in production relative to income level)

Expected versus actual specialisation in production activities in a global comparison, 

average 2003-2018

Source: fDi markets database; Penn World Tables PWT) Version 9.0; own calculations. 
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(Carbon intensity of production suggests green transition

will be an enormous challenge for EU-CEE regions)

Source: European Commission, own calculations. 
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(The domestic policy to support the transition space has

shrunk dramatically)

Consumer price inflation, % per 

year

Sources: National sources.
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(Jarring shock to industry in EU-CEE, but will speed up

medium-term energy transition)

Estimated impact of a complete halt in Russian gas supplies on GDP, 

percentage points

Source: Di Bella et al. (2022)
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