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KaHOUOam eKOHOMIYHUX HAVK,

ooyenm rKagheopu MidCHAPOOHO20 eKOHOMIYHO20 AHANIZY MA QIHAHCIE
JIvsiscvko2o Hayionanbho2o yHieepcumeny imeni leana Opanka

INCLUSIVE GROWTH AND DEVELOPMENT PATTERNS
OF CENTRAL AND EASTERN EUROPEAN COUNTRIES

Summary. The primary intension behind this study is to analyse and compare the patterns of inclusive growth and
development across economies of Central and Eastern Europe based on a performance metric developed by the World Economic
Forum. The current state of growth and inequality is analyzed through pillars of 1) growth and development; 2) inclusion; and
3) intergenerational equity and sustainability. The EU and Norway, the most inclusive country in 2017, were included into the
study as a benchmark. The main findings suggest that the Czech and Slovak Republic are the best performing among CEE
countries in inclusive growth and development patterns. On the contrary, Ukraine, Moldova, and Russian Federation are the
worst. These countries have not transformed their economic growth into social inclusion. In order to improve the inclusiveness
of economic growth, it is recommended to promote policies that would increase human economic opportunities and productive
employment, and consequently, both equality and economic well-being of CEE economies.

Key words: inclusive growth and development, income and wealth inequality, economic opportunity, productive

employment.

Introduction. For decades economic growth has long
been a top policy goal for countries around the world.
Economists and policymakers have focused on increasing
economic growth and accelerating cross-country convergence,
while paying less attention to growing inequality of income,
wealth, and opportunity. However, over the past several years,
a worldwide consensus has emerged on the need for more
socially inclusive approach to generate economic growth. This
approach pays attention to detrimental macroeconomic effects
of income and wealth inequality, inequality of opportunity and
poverty. Considering this, inclusive growth — an economic
growth that is distributed fairly across society and creates
opportunities for all — has become a central concern in the
development literature and in policymaking in many countries.

The transition economies of Central and Eastern European
countries (CEE countries — the Czech Republic, Estonia,
Hungary, Latvia, Lithuania, Moldova, Poland, Romania, the
Russian Federation, the Slovak Republic, and Ukraine) with
the abandonment of communist economic practices started the
reformation process towards market economy intending for
future sustained economic growth, equal opportunities, and
prosperity for all their citizens. But the transition reforms, like
privatization, trade and financial liberalization/deregulation
not only led to development and growth, but also, they
have contributed to the redistribution of income and wealth
in societies breeding the stronger economic and political
influence of more newly created affluent elites.

Thus, the purpose of this study is to evaluate and compare
the inclusiveness of growth and development of CEE
economies and to define the potential to its improvement.

Theoretical background and methodology. The concept
of inclusive growth has been lately developed in times of
economic and social instability, with understanding that
lowering inequality of income, wealth, and opportunity is vital
to long-term sustained economic growth. Besides, economists
highlight that policies driven by an exclusive growth focus

can set back inclusion and vice versa, high and persistent
inequality can undermine the sustainability of growth itself
(IMF, 2017). According to present approach, growth and
inequality reduction are instrumental to each other and they
are a by-product of a prudent policymaking.

A Nobel laureate J. Stiglits (2016) defends point of view
that rules do matter as they determine how fast the economy
grow, and who shares in the benefits of that prosperity.
He argues that we do not have to sacrifice sustained economic
growth for the sake of equality.

With understanding that economic growth is not the only
priority of any economic policy, the inclusive growth and
development concept have been taking ground around the
world. The World Economic Forum (WEF, 2017; 2018), the
International Monetary Fund (2017), and the World Bank
(2008; 2021) considerably contributed to the development of
this concept.

Considerable attention to the interaction of economic
growth, poverty, inequality of income, wealth and
opportunities is devoted in the studies of the other Nobel
laureate — M. Spence (2008), as well as in the studies of
E. Ianchovichina (2009), S. Klasen (2010), J. Ostri (2014),
A. Berg (2011), G. Grimalda and Meschi E. (2008) and others.

International organizations and scholars have been working
not only on the concept of inclusive growth and development.
They also have made great contribution to practical aspects of its
evaluation. For example, WEF suggests a performance metric
that evaluates inclusive socio-economic progress and enables to
consider the distributional concerns. This performance metric
of inclusive growth is represented by number of indicators —
Key Performance Indicators — which independently can eva-
luate progress in different spheres that are relevant to inclusive
growth. At the same time values of these indicators are taken
to calculate a composite index — the Inclusive Development
Index (IDI), the score of which may vary from 1 to 7
(with 1 representing the worst case, and 7 — the best).
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As the purpose of this study is to evaluate and compare
the inclusiveness of CEE countries’ socio-economic
progress, these Key Performance Indicators of inclusive
growth and development are used to evaluate countries’
growth and development; inclusion; intergenerational
equity and sustainability aspects. A comparative analysis
of CEE economies based on them allows to detect these
countries’ growth pattern and their potential to improve social
inclusiveness. Data for the EU-28 and Norway (the most
inclusive country in 2018) are added into the analysis as the
benchmark for CEE economies.

Results and discussion. The following part of this study
is devoted to evaluation and comparison of CEE countries’
inclusive growth and development patterns based on WEF
Key Performance Indicators.

Most CEE economies are quite inclusive, and their IDI
scores vary with a tendency of higher ones belonging to the
EU members and lower — to non-EU countries (Figure 1).

Among CEE economies the Czech and Slovak Republics
have the highest values of IDI. These countries succeeded in
making their growth processes more socially inclusive as they
have significantly higher scores in IDI ranking than based
on GDP per capita among advanced economies (Table 1).
Estonia, Romania, and Moldova follow inclusive tendency of
growth and development, too. On the contrary, the Russian
Federation and Ukraine have significantly lower rankings in
IDI than in GDP per capita, suggesting that their economic
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Figure 1. Comparative Performance of IDI versus GDP

growth has not transformed as well into social inclusion.
Moreover, Ukrainian IDI score is half lower of conceptually
possible score and is the lowest among CEE economies.

Comparing with the EU average IDI score, only Czech
score is higher among CEE economies. There still exists
significant potential for all the rest countries to reach EU level
and another great challenge for all analysed CEE countries to
move towards the level of Norway.

Analysing in detail the Norwegian and CEE countries’
inclusiveness of growth, in particular IDI pillars (growth and
development; inclusion; and intergenerational equity and
sustainability), it is observed that in Norway all three pillars
have almost equal positive influence on a composite index —
IDI, while in CEE countries the influence is unequal and differs
among them. For the majority of CEE countries, the most
significant positive influence belongs to intergenerational
equity and sustainability pillar and for Ukraine, Hungary, and
Slovak Republic — to inclusion one (Figure 2).

The influence of growth and development pillar is the least
significant in all CEE countries (except for Estonia). So, there
is a potential and a need to improve economic component of
development because sustained positive rates of growth and
labour productivity are as vital for inclusive growth as an
equal income and wealth distribution. Long-term, sustained
economic growth with high rates is necessary to reduce
poverty and growing productive employment is necessary to
reduce inequality. It is worth mentioning that over the past
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Table 1

Comparative performance of IDI ranking versus GDP per capita ranking for Norway and CEE countries 2018
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DI 1 15 20 22 1 2 4 5 10 19 31 49
GDP per capita 2 28 29 30 1 4 5 3 15 9 49 43
Source: World Economic Forum (2018)
160 Bunyck 36 + 2021



Cepis: MixHapOoaHiI €EKOHOMIiYHi BiTHOCHHH Ta CBiTOBE I'OCIIOZAPCTBO

m Growth & development ®Inclusion

Intergenerational equity & sustainability

[ BT R S T L R L T = T |

EU
Estonia

g
:
z

Lithuania

Slovak Republic
Czech Republic

Hungary

Poland
Romania
Latvia
Moldova
Ukraine

Russian Federation

Figure 2. National Key Performance Indicators for CEE countries

Source: World Economic Forum (2018)

several years CEE countries — the EU members have been
performing constantly well on growth and development pillar.

For better understanding of distributional processes in
CEE economies, values of inclusion pillar indicators (net
income Gini, wealth Gini and median income) are analysed.
As it is shown on Figure 3, the values of net income GINI
are quite low which means that the net distribution of income
(that is, post-tax, post-transfers) among individuals or
households within each economy is quite equal. However, in
many CEE countries incomes are equally low. For example, in
Norway median income is 63.8 (USD); in EU — 31.54 (USD);
and in all CEE countries it is lower than 26 (USD). The
highest value of median income belongs to Latvia and the
lowest to Moldova. Romania and Ukraine are not far ahead
(Figure 3).

The distribution of wealth (financial assets and real estate
minus debt) is more unequal than of income within each CEE

country (Figure 3). It reflects, among many other factors, the
cumulative effect of persistent income inequality, movements
in asset prices, as well as the lower propensity to save by
middle- and lower-income workers, and a lower propensity to
consume by the rich.

Ukraine has one of the highest levels of wealth inequality
among developing countries. Its wealth Gini equals 90.1.
In Norway (80.5) and the Russian Federation (82.6) the wealth
is also distributed quite unequal. The difference between
Norway and CEE economies, like Russia and Ukraine, is that
in the latter countries the wealth has been accumulated over
the shorter time period and its inequality of distribution is
partly due to low propensity to save by middle- and lower-
income workers. For example, in Norway adjusted net savings
are equal to 20.6% of GNI, by contrast in Russia and Ukraine
the values of this indicator are 9.3% and 1% respectively
(WEF, 2017). Moreover, in Russia and Ukraine during the
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Figure 4. The intergenerational equity and sustainability. Source: World Economic Forum (2018)

transition, elites-oligarchs accumulated their wealth as a
result of redistribution of state ownership and due to the
extraordinary gains of having an influence on state decision-
making process.

The intergenerational equity and sustainability pillar
evaluates whether growth and gains in living standards
are socially inclusive and are generated in a manner that is
sustainable for younger and future generations.

Most CEE countries perform well in this pillar, except
for Ukraine (Figure 2 and Figure 4): its economy is energy
inefficient and carbon intensive; it has constantly growing
public debt, which is difficult to maintain; and its adjusted net
savings are at low level.

In order to increase the synergy between the growth of
the national economy and broad-based improvements in
living standards, it is advisable for CEE countries to develop
policies that promote equality of opportunities. In particular,
to promote: an equality in access to markets, resources, as
well as to well-regulated and fair business environment; an
equality in development and realization of human potential,
regardless of socio-economic origin, gender, place of birth and
ethnic roots. This can be ensured by efficient governmental
policy in spheres of education, health care and infrastructure
development that will expand access of all members of society
to the process of economic growth apart from redistribution of
economic results.

Productive employment is the other core feature of
socio-inclusive economic growth. It is at the same time
a driver of economic growth and a necessary condition for
reducing economic inequality. In order to increase productive
employment, the governmental policy should stimulate the
development of productive sectors; train and retrain employees
from less productive sectors and unemployed (within the
concept of inclusive growth, each person is valuable and

unique to society and has a state-guaranteed right to meet
their needs). Besides, like in a stakeholder capitalism, there
is a clear need to defend the interests of workers, apart from
the interests of corporations or top managers. This might be
done by strengthening the role of independent and reputable
trade unions.

Therefore, an inclusive economic growth strategy of CEE
countries should further focus on:

— equality of economic and human opportunities;

— productive employment;

— interaction of market forces and government policies
(social, fiscal, monetary; labour market policy, etc.)

— long-term perspective.

Conclusions. Economic growth is a necessary but not a
sufficient condition for generating inclusive socio-economic
progress and broad-based improvements in living standards.
CEE countries further development should go in line with
inclusive growth and development theory by supporting
economic growth, inequality reduction, and by promoting
economic opportunities with prudent policymaking.

The EU membership obviously supports such the inclusive
growth policymaking as the EU members — CEE economies
perform better in IDI scores and other Key Performance
Indicators than non-EU countries. The Czech and Slovak
Republics are the best performing economies among CEE
countries in inclusive growth and development patterns. On
the contrary Ukraine, Moldova, and the Russian Federation
are the worst. These countries’ economic growth has not been
transformed well into social inclusion.

Therefore, basic principles of inclusive growth concept,
as economic equality (equality in income, wealth, and
opportunities) and an increase in productive employment,
altogether will contribute to sustainable long-term economic
growth of all CEE economies.
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TEHJEHIII IHKJFO3UBHOCTI EKOHOMIUHOI'O 3POCTAHHSI TA PO3BUTKY
KPATH IEHTPAJIBHOI TA CXIJTHOI €BPOIIU

AHoTauis. Y HaykoBill niTepaTypi Ta y TBOPEHHI IOJIITUKU PO3BUTKY iHKJIIO3MBHE CKOHOMIUHE 3POCTAHHS BBAXKAIOTh OC-
HOBOIO CTIHKOTO COIiaJbHO-€KOHOMIYHOTO PO3BHUTKY KpaiHH, aJpKe y 3a3HA4yeHill KOHIIEMIi eKOHOMIYHOTO 3pOCTaHHs yBary
3MIIICHO 3 TeMIliB 3pocTanHs BBII Ha kopucTh po3noainy Oararctsa MiX HaCEJICHHSM, HOTO EKOHOMIYHUX MOXIUBocTei. Tak,
€KOHOMIYHE 3pOCTAHHSI € IHKJIIO3UBHUM, SIKILIO 30CEPEAKEHE Ha MIUPOKO PO3IOBCIOVKEHOMY I1IBUIIIEHH] J0Op0oOyTy HaceIeH-
HS Ta PO3IIMPEHHI HOTO EKOHOMIYHUX MOXKJIMBOCTEH.

3BaXKaloul Ha HAyKOBY aKTyasJbHICTb TEMU Ta IPAaKTUYHY HEOOXiIHICTh Iepexofy KpaiH 10 cTiiikoro couiajabHO-
E€KOHOMIYHOTO PO3BHUTKY, Y CTATTi 3/1iIHCHEHO MOPIBHUIBHUNA aHaNi3 IHKIFO3UBHOCTI €KOHOMIYHOTO 3POCTAHHS Ta PO3BHTKY
kpain Llentpansnoi Ta Cxinnoi €Bponu. L1i kpainy, y TiM urcni Ykpainy, ig yac nepexony 10 pUHKOBHX yMOB FOCIIOJapIOBaH-
HS HAMaraJmcss MaKCHMi3yBaTH eKOHOMIYHE 3pOCTaHHS, Pa30M 3 THM Pi3HOIO MipOIO 30CEePEIKyBaINCh Ha ITHPOKO PO3IOBCION-
JKEHOMY IMiJIBUILCHHI 100pO0YyTy HACEICHHS Ta PO3LIMPEHHI HOr0 eKOHOMIYHUX MOXKIIMBOCTEH.

Cepen kpain Llentpansaoi ta CxigHoi €Bpomnu, Yexii ta CroBaudnHi HallKpalne BIAJIOCh 3MICTHTH aKLEHTH 3 TEMIIB
€KOHOMIYHOTO 3POCTaHHS Ha KOPUCTh COIIaJIbHO-CKOHOMIYHOT 1HKJIFO3MBHOCTI. 3arajioM, BapToO BiA3HAYHUTH, 1[0 CKOHOMIYHUI
po3BuTok kpain Llentpanbhoi Ta CxinHoi €Bpomn — uneHiB €C e 6inpm inkmo3uBHMM. Ha nporusary, ans Pociiicbkoi
Deneparii, MongoBu Ta YKpaiHU CHOCTEpIraéMoO HETaTHBHI TEHJCSHIIT B IIbOMY acleKTi. 3a TpbOMa IpyNaMH MOKa3HHKIB
1HJEKCY IHKITIO3UBHOTO PO3BUTKY, PO3POOICHUX MIKHAPOJHOIO OpraHizawicto — CBITOBUM €KOHOMIYHAM (GOpyMOM, A7t YKpaiHH
CIIOCTEPIraeMo MOPIBHAHO BKpail HU3bKY Pe3y/bTaTUBHICTb.

3 METOI MOKPAIICHHS IHKJIF3UBHOCTI €EKOHOMIYHOTO 3POCTAHHS, MH PEKOMEH/IyEMO TIOJITHKY, sIKa CTIpHsiiia O 301IbIICHHIO
JIIOJICBKUX EKOHOMIYHUX MOXIMBOCTEH (30KpeMa, MOITUKY y chepax OCBITH, OXOPOHU 310POB’ sl Ta PO3BUTKY 1HOPACTPYKTYpH)
Ta CTUMYJIIOBaJIa IOBHY Ta MPOAYKTHBHY 3alHSATICTh, KOJIM KOKSH WIEH CyCITUILCTBA JOMYyUIEeHHH K 10 poriecy TBopeHHs BBIT
(B1AMOBiHO 0 NPUHIUITY PIBHOCTI EKOHOMIYHHUX MOXIIMBOCTEIT), TaK 1 10 CIIPaBEeUIMBOIO PO3IOALITY Pe3y/IbTaTiB €eKOHOMIYHOT
JSUTBHOCTI.

KurouoBi ciioBa: iHKJIFO3UBHE 3pOCTaHHS Ta PO3BHMTOK, HEPIBHICTH JOXONIB Ta 0ararcTBa, €KOHOMIUHI MOMJIMBOCTI,
IPOIYKTUBHA 3aiHATICTb.

TEHAEHINU NHKJIIO3NUBHOCTHU 9KOHOMHUYECKOI'O POCTA U PABBUTUSA
CTPAH IIEHTPAJIBHOM 1 BOCTOYHOM EBPOIIBI

AHHoTanusl. B HayuHOIl juTeparype U B CO3JAHUM MOIMTHKM PAa3BUTHs WHKIIIO3UBHOE SKOHOMHUYECKUIl pOCT CUMTAIOT
OCHOBOH yCTOHYMBOIO COLMAJILHO-DKOHOMUYECKOTO PAa3BUTHS CTPAHBI, BEb B YKA3aHHOM KOHLENIMU 3KOHOMHYECKOIO pOCTa
BHUMaHME CMELIEHBI ¢ TeMIIoB pocta BBII B nmonb3y pacnpeneneHust 60orarcTBa Mex 1y HaceleHHeM, er0 SKOHOMUIECKUX BO3-
MoxkHOCcTeH. Tak, JKOHOMUYECKUIl POCT SABIAECTCS MHKIIO3UBHBIM, €CJIM COCPEIOTOUEH Ha IIUPOKO PACIPOCTPAHEHHOM IOBBI-
IIEHUU OJIArOCOCTOSIHUSI HACENIEHHS M PACIIMPEHUH €10 SKOHOMUYECKUX BO3MOXKHOCTEH.

VuuThIBas HAyYHYIO aKTyaTbHOCTH TEMBI H IPAKTHIECKYIO HEOOXOMMMOCTB Iepexosia CTPaH K YCTOHYHMBOMY COITMAIIBHO-
HKOHOMHUYECKOIO Pa3sBUTHIO, B CTAThe OCYLIECTBICH CPABHUTEIILHBIM aHAIN3 MHKIIO3MBHOCTH 3KOHOMHMYECKOIO POCTa CTPaH
LenrpanbHoil 1 Bocrounoit EBponbl. DTH cTpaHbl, B TOM 4Ucie YKpauHa, IPU NEPEXO/E K PHIHOUHBIM YCIOBHUSAM XO3HCTBO-
BaHUS MBITATHCH MAKCUMU3HPOBATh SKOHOMHUYECKHH POCT, BMECTE C TeM B Pa3HOH CTEHEHH OBIIN COCPENOTOUCHBI HA IITHPOKO
pacIpoCTpaHEHHOM HOBBIIIEHUU OJIarOCOCTOSIHUS HACEIEHHS U PACIIUPEHUH €r0 S3KOHOMUYIECKUX BOBMOXKHOCTEH.

Cpenu crpan Llentpansroii 1 Bocrounoit EBponsl, Yexun u CnoBakuy Jyduie yIajloch CMECTUTh aKLEHTBI C TEMIIOB 3KO-
HOMHYECKOI'O POCTa B MOJIb3Y COLMAIbHO-3KOHOMUYECKOW MHKIIIO3UBHOCTH. CTOUT OTMETUTH, YTO IKOHOMHUYECKOE Pa3BUTHE
ctpal LlenTpanbHoii u Boctounoii EBpomnbl — unenoB EC sBnsiercst 6osnee nnkimo3uBHbIM. Hanporus, s Poccuiickoit dene-
partin, MonoBsl M YKpanHBI HaOMIOMaeM HETaTHBHBIE TEHACHINH B 9TOM acrekTe. [To Tpem rpynmam mokasaTeneil nHaeKkca
MHKJIIO3UBHOTO Pa3BUTHA, Pa3pabOTaHHBIX MEXIyHApOJHON opraHusanueil — BceMupHBIM 3KOHOMHUYECKUM (DOPYMOM, IS
VkpanHbI HaOMI0aeM CPaBHUTEIBHO KpaifHe HU3KYIO Pe3yIbTaTHBHOCTb.

C nesnblo yTydIleHHs] MHKJII03UBHOCTH SKOHOMUYECKOTO POCTa, PEKOMEHYEeM MOJIUTHKY, KOTOpasi CiocoOCTBOBaA ObI yBe-
JMYEHHIO YeITOBEIECKIX SKOHOMHYIECKIX BO3MOKHOCTEH (B 4aCTHOCTH, MOJHUTHKY B c(hepax 0Opa3oBaHMUs, 31PaBOOXPAHCHUS
U pa3sBUTHA HHOPACTPYKTYPHI) U CTUMYIHPOBATIA MONHYIO W MPOAYKTHBHYIO 3aHATOCTh, KOTJa KaXIbIH YIeH 00IIecTBa MpH-
o0lLLEeH KakK K mpoueccy cozaanus BBII (B cOOTBETCTBUM C IPUHIUIIOM PABEHCTBA 3KOHOMMYECKUX BO3MOMKHOCTEI), TaK U K
CIIPaBEIMBOMY PaCIIPEIEIICHUIO PE3YIbTaTOB IKOHOMUYECKOH eATEIbHOCTH.

KiioueBble €10Ba: MHKIIO3UBHBIM POCT U Pa3BUTUE, HEPABEHCTBO J0XOA0B U OOrarcTBa, 3JKOHOMUYECKUE BOSMOXKHOCTH,
IPOIYKTUBHAS 3aHATOCTb.
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