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KaHAMAaT eKOHOMIYHUX HayK, AOLUEHT

kadheapu Mi>kHapoaHOro eKOHOMIYHOro aHanidy Ta iHaHciB
J1bBiBCbKOrO HalUioHanbHOro yHiBepcuTeTy iMeHi IBaHa QpaHka

EVALUATION OF INCLUSIVE GROWTH AND DEVELOPMENT POLICIES
IN CENTRAL AND EASTERN EUROPEAN COUNTRIES

OUIHIOBAHHA NONITUKIW IHKNO3NBHOIO 3POTAHHA
TA PO3BUTKY B KPAIHAX LLEHTPAJbHOI TA CXIAHOI €EBPONN

The primary intension behind this study is to assess and compare policies that deliver inclusive out-
comes to economic growth and development across economies of Central and Eastern Europe (CEE).
The EU and Norway (the most inclusive country in 2018) were added into the study as a benchmark
countries. As aresult of the comparative analysis based on the World Economic Forum Inclusive Growth
Policy and Institution Framework, we argue in favor of policies that would increase broad-based human
economic opportunities and consequently both equality, and economic well-being of CEE economies.
Positive strong influence on inclusive growth and development is associated with the employment and
labor compensation policy that allows people directly increase their incomes; the basic services and
infrastructure policy which is a necessary ground for present and future human and economic develop-
ment; the asset building and entrepreneurship policy should provide diminishing inequality and rising
economic opportunities by fostering medium and small business creation and enlarging possibilities of
home and other asset ownership. In addition, an effective and inclusive redistribution state system of
CEE economies should accentuate on supporting broad-based economic opportunities (like productive
employment possibilities, asset building and entrepreneurship possibilities), along with infrastructure
and human basic services development, rather than solely on social fiscal transfers.

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

Y HayKoOBI niTepaTypi Ta y TBOPEHHI MONITUKN PO3BUTKY iHKITIO3MBHE EKOHOMIYHE 3POCTaHHA BBa-
>KaloTb OCHOBOLIO CTIiKOro coujianbHO-eKOHOMIYHOTO PO3BUTKY KpaiHW, agke y 3a3HayeHin KoHuenuji
€KOHOMIYHOro 3pOCTaHHA yBary 3miweHo 3 TemniB 3pocTaHHA BBl Ha kopucTb piBHOMIpHOro po3no-
[iny 6araTcTBa Mi>Xk HaceNeHHAM, 3POCTaHHA NOro eKOHOMIYHUX MOXXIMBOCTEN. 3BaXkatoun Ha HayKOBY
aKTyanbHICTb TEMUW Ta NPaKTUYHY HEOOXIiAHICTb Nepexoay KpaiH A0 CTIKOro couianbHO-eKOHOMIYHOTO
PO3BUTKY, Y CTaTTi 3AINCHEHO MOPIBHANBHUI aHani3 NoMiTUK, peani3alia AKX A03BONUTb NiABMLLYBaTU
iHKMIO3MBHICTb EKOHOMIYHOIO 3pOCTaHHA Yy KpaiHax LleHTpanbHoi Ta CxiaHoi E€Bponu (LUCE). 3 meToto
NMopiBHAHHA, HacniayBaHHA Ta AOPiIBHAHHA, 4O aHanidy AoaaHo Hopserito (Hanbinblu iHKMO3MBHY €KO-
Homiky y 2018 p.) Ta €C. Cepen nocnimkyBaHux kpaiH LICE, Yexii Ta CnoBayumHi Halikpalle BAanocb
3MICTUTM aKLLEHTWN 3 AOCATHEHHA BMCOKMX Ta CTINKNX TEMMIB EKOHOMIYHOIr0O 3pPOCTaHHA Ha LMPOKO-PO3-
NOBClOAXKEHE MiABULLEHHA A06PO6YTy HaceneHHA Ta PO3WMPEHHA NOro eKOHOMIYHMX MOXXITMBOCTEN.
3aranom, BapTo BiA3HAYNTW, LLLO EKOHOMIYHMI po3BUTOK KpaiH LICE — uneHiB EC € 6inbL iHKMNIO3NBHUM.
Ha npotuBary, ana Pocilicbkoi @eaepadii, Monoosu Ta YKpaiHu cnocTepiraeMo HeraTmBHI TEHAEHLUIT B
LUbOMY acnekTi. Ha ocHOBi npoBeneHoOro aHanidy, BUAINEHO MOMNITUKN, AKI CTUMYMIOIOTb iIHKMIO3MBHICTb
couianbHO-eKOHOMIYHOIO PO3BUTKY. 30KpeMa, Lie MONITUKK, peani3auia AKX 3abe3nevyye po3BUTOK piB-
HUX eKOHOMIYHNX MoxknuBocTen. Cepen HMX: MoONiTMKa 3aNHATOCTI (3pOCTaHHA NPOAYKTUBHOI 3aHA-
TOCTI, NiABMLLEHHA KBanidikaLii Ta nepekBanidikauii npauiBHUKIB, 3a6e3ne4yeHHA BpaxyBaHHA iHTepeciB
NpauiBHMKIB AK Y OLLIHIOBaHHI iXHbOI ONnaTy npadi, Tak i y AIANbHOCTI KOMMNAaHin), NoniTMka po3BUTKY iHM-
pacTpykTypu Ta 6a30BMX Nocnyr (ymoBa AsfA rigHOro po3BMTKY TEMEPILHbOro Ta ManbyTHIX NOKOSiHb,
IXHIX MOXNMBOCTEN), NONITUKA CMPUAHHA FreHepyBaHHA aKTMBIB Ta PO3BUTKY MiANPUEMHMUTBA Ta iH.
BapTo okpeMo BUOKPEMUTM BaXKINUBICTb NOMITMKM 3 MUTaHb OCBITU Ta PO3BUTKY 3ai6HOCTEN AnA 3abe3-
neyeHHA IHKIMIO3MBHOI Biaaayi Big 3pOCcTaHHA eKOHOMIKW. 3ragaHa nonitTuka € OCHOBO AnA couianbHOT
MOOBINbHOCTI Ta KOHKYPEHTO34aTHOCTi EKOHOMIKW, 3@ YMOBW iCHYBaHHA/CTUMYNIOBaHHA NPOAYKTUBHOIO
BMpPOOHMUTBA Ta 3aKOHOAABYO BPErynbOBaHOrO 3axXUCTy iHTepeciB npauiBHMKIB. B iHWOMY Bunaaky
nobpe ocsidyeHe Ta BMCOKOKBanicikoBaHe HacerneHHA emirpye. HarimeHw po3BuHyTOolO B HopBerii €
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nonitTuka gickanbHux TpaHcdepTiB. [pnnyckaemo, Wo AnA AOCATHEHHA Ta NIATPUMAaHHA iHKMIO3NBHOIO
3pOCTaHHA Nepepo3noainy AOXO0AIB He € AOCTaTHbO. [1poTe, uA NoNiTNKa € He MEHLL BaXKIMMBOIO, OCKINbKN
MOKIKaHa CTBOPUTU coLlianbHy CUCTEMY 3aXMCTy Ta BOAHOYAC HE CTPMMYBAaTN EKOHOMIYHE 3POCTaHHA.

KniouoBi cnoea: iHkN031MBHE 3pOCTaHHA Ta PO3BUTOK, HEPIBHICTb AOXOAIB Ta 6aratcTBa, EKOHOMIYHI
MO>XINWBOCTI, NPOAYKTVUBHA 3aMHATICTb.

B HayyHOW nuTepaType MHKNIO3NBHbIA 9KOHOMWYECKNI POCT CYUTAOT OCHOBOW YCTOWYMBOTO COLIU-
anbHO-3KOHOMMWYECKOr0 Pa3BUTMA CTPaHbl, BEAb B YKa3aHHOM KOHLEMUNN 9KOHOMNYECKOro pocTa BHU-
MaHue cMmelleHo ¢ TemnoB pocTa BBI1 B nonb3y paBHOMepHOro pacnpeaeneHna 6oratcTea Mexxay Hace-
NleHrEeM, a TakXKe B MOMb3y POCTa ero 3KOHOMUYECKNX BO3MOXKHOCTEN. YUNTbIBAA HaYUYHYIO akTyanbHOCTb
TeMbl M NPaKTUYeCKyo HEOBX0ANMMOCTb Nepexoaa CTpaH K yCTOMYMBOMY COLIMANbHO-3KOHOMMNYECKOMY
pa3BMTHMIO, B CTaTbe NPOBEAEH CPABHUTENbHbIN aHanM3 NoONNTUK, peannaauma KOTOPbIX NO3BONUT MNOBbI-
lIaTb UHKIIO3NBHOCTb 3KOHOMWYECKOro pocTa B cTpaHax LleHTpanbHol n BoctouHoi EBponbl (LUBE).
C uenblo cpaBHeHMA, NOAPaXKaHMA W ypaBHeEHWA, K aHanuady no6asneHo Hopeeruio (Hanbonee NHKIO-
3nBHYyto akoHoMuKKy B 2018) n EC. Cpean uccnenyembix ctpaH LUBE, Yexun n Cnosakum nyywe Bcex
y[anocb CMeCTUTb aKLLEHTbl C AOCTMXXEHUA BbICOKNX M YCTOMYMBBIX TEMNOB 9KOHOMMWYECKOrO pocTa Ha
LIMPOKO-pacnpocTpaHeHHOe MoBbllleHne 611arococTOAHNA HaceneHna 1 paclunpeHne ero aKoOHoMmnye-
cknx Bo3MoxXHocTen. CTOUT OTMETUTb, YTO 3KOHOMUYeckoe pasBuTtue ctpaH LIBE — uneHos EC aAsnA-
etcA 6bonee nHkNo3nBHbIM. HanpoTus, ana Poccuinckon @Oepepaunn, Monaosbl 1 YkpanHbl Habnogaem
HeraTMBHble TEHOEHUUM B 9TOM acnekTte. Ha ocHoBe MpoBeAeHHOro aHanuaa, BblAeneHbl NMOMUTUKN,
CTYMYTNNPYIOLLNE NHKIIO3MBHOCTb COLMANbHO-3KOHOMNYECKOro pa3BuTua. B yacTHocTH, aTo nonuTukm,
peanunsauma KOTopbix ob6ecrneuynBaeT pa3BUTUE PaBHbIX IKOHOMUYECKMX BO3MOXHOCTEN. Cpean Hux:
NMonUTMKa 3aHATOCTU (POCT NPOAYKTUBHOM 3aHATOCTM, MOBbIWEHWA KBanudukauum u nepeksanmdm-
kaumm paboTHMKOB, obecrnedyeHnA yyeTa MHTepecoB PaboOTHMKOB Kak B OLlEHKe MX onnaTtbl TpyAa, Tak
N B OEATENbHOCTN KOMMaHWI), NONUTMKA Pas3BUTUA MHPaCTPYKTYypPbl 1 6a30BbiX ycnyr (ycnosue anA
LOCTONHOrO Pa3BUTUA HbIHELHEro 1 6yayLnX NOKOMEHN, NX BO3MOXKHOCTEN), NoNnTNUKa coaelncTemA
reHepupoBaHNA aKTUBOB 1 Pa3BUTUA NpeanpuHMMaTenbcTBa 1 Ap. CTOUT OTAENbHO BbIAENUTb BaXKHOCTb
NoNMTUKN NO BonpocaM obpaloBaHWA M Pa3BUTUA cnocoBOHoCcTen AnA obecrneyeHnA MHKMIO3VBHOMN
oTAauYmM OT pOCTa 9KOHOMMKM. YNOMAHYTaA NONUTMKAa ABMAETCA OCHOBOW ANA couManbHONM MOBUITbHOCTH
N KOHKYPEHTOCMNOCOOHOCTN 3KOHOMUKMN, NMPW YCNOBUM CYLLECTBOBAHWNA/ CTUMYNMPOBaHWA NPOAYKTUB-
HOro NPOM3BOACTBA M 3aKOHOAATENbHO YPEerynMpoBaHHOW 3alnNTbl NHTepecoB paboTHMKOB. B npoTue-
HOM Cfyyae XopoLo o6pa3oBaHHOE M BbICOKOKBaNnguuUnpoBaHHoe HaceneHne amurpupyet. Hanme-
Hee pa3BuTan B HopBernm —nonutnka gorickanbHbix TpaHcdepToB. [peanonaraem, 4to AnA AOCTUXKEHUA
N NOAAEP>KaHMA WHKMIO3MBHOIO pocTa nepepacnpeaeneHna AOXoAoB He paoctatodHo. OpgHako, 3Ta
NnonnTnKa ABNAETCA He MeHee BaXKHOW, MOCKOJbKY NMpu3BaHa co34aTb COUMANbHYIO CUCTEMY 3alUNTbI 1
OHOBPEMEHHO He CAEepP>XXNBaTb 3KOHOMMYECKNIA POCT.

KnioueBbie cnoBa: NHKMNIO3UBHbLIA POCT 1 pa3BUTHE, HEPABEHCTBO AOX0A0B 1 6oratcTBa, 3KOHOMMYe-
CKKMe BO3MO>XHOCTU, MPOAYKTUBHAA 3aHATOCTb.

Introduction. For alongtime, economic growth
has been a top policy goal around the world.
Economists and policymakers have focused on
a high-rated 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. For this reason, world
organizations and scientists around the world have
been working on the concept of inclusive growth
and development. According to this concept,
an economic growth should be distributed fairly
across society and should create broad-based
equal opportunities. As a result, nowadays this
concept has become a central concern in the
development literature and in policymaking in
many countries. Economies which follow the
pattern of inclusive growth and development
(top-10 according to World Economic Forum

CBITOBET'OCITOZAP CTBO I MIZKHAP O ZJHI EKOHOMIYHI BIZJHO CMHH

report (WEF, 2018): Norway, Iceland, Luxemburg,
Switzerland, Denmark, Sweden, Netherlands,
Ireland, Australia, and Austria) prove to develop
more sustainably and less susceptible to political,
economic, and social instability.

The transition economies of Central and
Eastern European countries (CEE countries—Czech
Republic, Estonia, Hungary, Latvia, Lithuania,
Moldova, Poland, Romania, Russian Federation,
Slovak Republic, and Ukraine) with the aban-
donment 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. At the beginning of their transition
process these countries were given advice to
reform their economies according to neoliberalist
setofrules—Washington Consensus. Atthattime, a
scarce attention has been devoted to distributional
patterns. The primary goal of economic policies
was growth. But the transition reforms, like
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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.
Apart from this, similar transition policies bread
different outcomes in terms of growth and
inequality among CEE countries — countries
that had similar pre-reformation economic
development. The presumable reason for this is a
difference in political and economic environment
with certain rules and institutions which contribute
to inclusion and equality.

Thus, the analysis based on the WEF Inclusive
Growth Policy and Institution Framework would
allow better insight of whether CEE countries
have created the basic elements of such a system
of structural policy incentives and institutions
that widely diffuse the benefits of a developing
economy in terms of income, opportunity, and
quality of life as they have transited from centrally
planned to market economy and at the same time
integrated into the global economy.

Theoretical background. In the second half of
XX century and in the early 2000 in the majority of
national economies high-rated economic growth
was at high priority. According to perseverant
work of the neoclassical economists, that was the
only way to earn countries’ prosperity and as a
result to improve the welfare of its citizens. They
have believed and defended their point of view
that with time economic growth would bring an
increasing wealth and higher living standards to
all sections of society. According to S. Kuznets
(1955), economic growth would suffice to resolve
the problems of inequality and poverty. His
inverted U-hypothesis states that as per capita
nationalincome of a country increases, in the initial
stage of growth, inequality in income distribution
rises and after reaching the highest degree in the
intermediate level the income inequality falls.
Partially Kuznets’s inverted U-hypothesis was
true to industrialized countries in the post-war
period — in the 1950s and 1960s every group was
advancing, and those with lower incomes were
rising most rapidly. Since than Kuznets’s original
hypothesis has been alternatively tested and as
a result any strong evidence were found for the
idea that differences in income would diminish
pari passu with economic growth (D. Pini, 2015).
The gains created by productivity increase, has far
from been distributed evenly in societies.

Recently, economists’ views have evolved
to understanding 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
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(IMF, 2017). According to present approach,
diminishing inequality is not a byproduct of
growth process. Growth and inequality reduction
can be instrumental to each other and they are a
byproduct of a prudent policymaking.

J. Stiglits (2016) — Nobel laureate 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. In addition, he argues
that under the right rules, shared prosperity and
strong economic performance reinforce each
other. There is no trade-off, which means we do
not have to sacrifice sustained economic growth
for the sake of equality.

The research for transition economies pre-
sented by F. Novokmet, T. Piketty, L.Yang and
G. Zucman (2018) suggests similar views: the rise
in inequality is not inevitable; policies, institutions
and ideology are important in shaping inequality.

With understanding that economic policies
and institutions do matter as they define the
redistribution of national income and are vital for
creating opportunities, the inclusive growth and
development concept have been taking ground
around the world.

Research objective and methodology.
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, the WEF (2017)
developed an alternative performance metric
to GDP 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
that independently can evaluate progress in
different spheres 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).

Moreover, the WEF developed framework
(see Table 1) that highlights policies that deliver
inclusive outcomes from growth. The framework
represents the ecosystem of structural policy
incentives and institutions that widely diffuse
the benefits of an expanding national economy
in terms of household income, opportunity,
economic security, and quality of life. These
policies are represented in pillars and their score
may vary from 1to 7, with 1 representing the worst
case, and 7 — the best one.

As Norway is the most inclusive economy
in the world in 2017 and 2018 (WEF, 2017; 2018),
its inclusive growth policies and institutions
development pattern can serve as a benchmark.

BUITYCK Ne 2(82), 2021



[TIPOBAEMH CUCTEMHOI'O TIAXOAY B EKOHOMILII

19

Table 1

Inclusive Growth Policy and Institution Framework. Source: World Economic Forum (2017)

Framework Pillars

Types of indicators for delivering inclusive

outcomes from growth

and Infrastructure
and Infrastructure

Education and a) Access to what extent is education at all levels
1. . b) Quality accessible, of high quality, and inclusive in
Skills Development . . .
c) Equity terms of attainment and learning outcomes?
. . a) Basic and Digital to what extent are citizens provided with
Basic Services Infrastructure : Lo,
2. adequate physical, digital infrastructure, and

b) Health-related Services

high quality, affordable health service?

a) Business and Political

3 Corruption and Ethics

to what extent are broad-based economic
opportunity and efficient allocation of
resources through zero tolerance of bribery

Intermediation

Rents . and corruption, low barriers to entry, and fair
b) Concentration of Rents s .
competition in product and capital markets
fostered?
Financial

a) Financial System Inclusion

to what extent does the financial system

Entrepreneurship Ownership

4. of Real Economy b) Intermediation of Business | deploy private savings for employment
Investment generating productive purposes?
Investment
Asset Building and a) Small Business Ownership to what extent does the country foster
5. 9 b) Home and Financial Asset Y

business creation and home ownership?

Employment
6. |and Labor
Compensation

b) Wage and Non-wage
Labor Compensation

a) Productive Employment

to what extent is the country succeeding in
fostering widespread economic opportunity
in the form of robust job creation, broad
labor force participation and decent working
conditions?

a) Tax Code

7. | Fiscal Transfers b) Social Protection

to what extent does a country’s tax system
countervail income inequality without
undermining economic growth?

to what extent are a country’s public social
protection systems engaged in mitigating
poverty, vulnerability, and marginalization?

Thus, it would be advisable for CEE economies
to follow it. Besides, the EU average scores were
added into research for comparison and as a
benchmark for lowering the gap in the aspect of
inclusiveness.

The in-depth analysis and comparison of
Norway, the EU and analyzed CEE countries
based on the WEF Inclusive Growth Policy and
Institution Framework allows highlighting policies
that would increase equality, economic well-
being, and countries’ competitiveness in the
long run.

Results and discussion. The following
part of this study is devoted to evaluation and
comparison of CEE countries’ inclusive growth
and development policies implementation based
on the WEF Inclusive Growth Policy and Institution
Framework.

According to the WEF Key Performance
Indicators and the WEF ranking (2018) most CEE
economies are quite inclusive, and their IDI scores
vary with a tendency of higher ones belonging to
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EU members and lower — to non-EU countries
(see Table 2).

The Czech and Slovak economies have the
highest values of IDI. These countries succeeded
in making their growth processes more socially
inclusive during the transition to market economy.
These two countries have higher scores in IDI
ranking than based on GDP per capita among
advanced economies (see Table 2). Similar
pattern of growth is typical to Estonia, Romania,
and Moldova. By contrast, Russian Federation
and Ukraine have significantly lower rankings in
IDI than in GDP per capita, suggesting that their
economic growth has not transformed into social
inclusion. Apart from this, Ukrainian IDI score is
half lower of conceptually possible score and is
the lowest among CEE economies.

As Norway and some CEE countries, like the
Czech and Slovak Republic, Lithuania, and Estonia
have succeeded in transforming their economic
growth into social inclusion it is interesting to
outline their best performing policies that provide
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Table 2
Comparative performance of IDI ranking versus GDP per capita ranking for Norway
and CEE countries 2018. Source: World Economic Forum (2018)
Advanced Emerging Economies - S
Economies Upper-Middle Income ov;ler- iadle
ncome
@© ()
3 | 2| ¥5| ¢ | = S| e | 2| 2|5 : |
Rank 3 @3 | 23 <) S o 2 ) P oD S ©
S |35 | 38| & = 5 8 o E | 32| 3 L
Z e | Px L 5 T o o o = -]
IDI 1 15 20 22 1 2 4 5 10 19 31 49
(IDI score) | (6,08) | (5,09) | (4,9) |(4,74) | (4,86) | (4,74) | (4,67) | (4,61) | (4,43) | (4,2) (4) 1(3,42)
GDPper | 5 | 28 | 29 | 30 | 1 4 5 3 | 15| 9 | 49 | 43
capita

broad-based equal economic opportunities to all
sections of society and are important in ensuring
inclusive economic growth.

In Norway, the best performing is employment
and labor compensation policy (see Tab. 3). This
policy is a ground for fostering of widespread
economic opportunity in the form of robust job
creation, broad labor force participation and
decent working conditions. It should provide
an increase in productive employment and
subsequently a direct increase in employees’
incomes and in their self-awareness as of active
and productive members of the society. Fair
wages and well defended employees’ interests
(like in stakeholder capitalist model) are a key
point to lowering income inequality.

For all CEE economies, this policy performance
is below 5 (except Russia) and it is lower than
EU average performance (except Estonia and
Lithuania). A further development of this policy
is advisable to promote inclusive growth and
development.

The next well-developed inclusive growth
policy in Norway is education and skills
development policy. It is considered to foster
widespread economic opportunity as it focuses
on high quality, accessible and inclusive in terms
of attainment and learning outcomes education.
Its effective performance implies an increase in
the skilled labor supply, a decrease in the relative
skilled/unskilled wage and an overall decrease in
income inequality. T. Piketty (2014) argues that
the poor countries catch up with the rich when
they achieve the same level of technological
knowledge, qualification, and education. He
suggests that education and skills development
policy are very important for present and future
decrease in income and wealth inequality.

Ukraineis aleader in this policy implementation
The Ukrainian score of education and skills

development pillar is the highest among CEE
countries (5,86), it is even higher than of the
EU average score — 5,32 (see Tab. 3). Ukrainian
education system can be described as supportive
of inclusive growth, with high enrollment
rates and equitable outcomes for students
across socioeconomic levels. But whether it
has positive influence on inclusiveness (as it is
the least inclusive CEE economy) is in doubt.
Perhaps people in Ukraine are well educated and
intelligent but the level of education has little to
do with their professional skills; or no matter
how educated or skilled they are, they still fulfill
the existing vacancies on labor market which
are not highly productive or otherwise emigrate.
Those countries, including Ukraine, that pay
attention only to the supply of educated work
force without creating productive workplaces,
eventually prepare its people to emigration. Thus,
well developed education and skill policy has no
or little impact on inclusiveness of growth and
development unless prudent complementary
state policies are implemented. In particular
policies on stimulating productive production and
providing productive employment and fair labor
compensation.

The other well-developed inclusive growth
policy in Norway is basic services and infra-
structure. An implementation of this policy is a
necessary ground for present and future human
and economic development. Such outcomes of
its effective implementation as healthy nation
and an adequate developed physical and digital
infrastructure altogether attract investments into
economies and increase economic activity there.
Citizens of CEE countries are quite well provided
with adequate physical, digital infrastructure,
and high quality, affordable health service.
The average CEE countries score for basic services
and infrastructure is 5,10 and the EU average is 5,31.

BUITYCK Ne 2(82), 2021
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Table 3

Inclusive Growth Policy and Institution performance of Norway, CEE and the EU economies

- 0 g c E _g- - c »

cos | 88 = —2s€| BE | 5§52 8

Inclusive 2SS E 22 2 3259 | 253 - 2

Growth Policy | 8 & 38 85 | sSS4E| 225 | 335 =

and Institution: | 3 E T; L% £ cEET3| <2 s 2T S =

we s 83 3 2R E 59 | E&§S S

a o 'g (@] .= m -E w S uﬂ_

® © w
Norway 5,99 5,72 5,39 5,41 5,19 6,12 4,52
EU 5,32 5,31 4,36 4,07 4,58 4,65 412
CEE 5,19 5,10 3,60 3,21 4,00 4,55 3,67
Slovak Republic 4,79 4,91 3,37 N/A 3,93 4,26 3,31
Czech Republic 5,29 5,24 3,76 3,62 4,21 4,50 3,72
Estonia 5,72 5,30 4,51 3,78 4,82 4,78 3,39
Lithuania 5,15 5,51 3,81 3,25 4,06 4,67 3,67
Hungary 4,50 5,19 2,97 3,31 4,21 4,37 4,14
Poland 5,41 5,21 4,08 3,65 4,02 4,22 3,69
Romania 4,49 4,86 3,47 2,71 4,25 4,28 3,63
Latvia 5,32 5,39 3,87 3,36 4,16 4,51 3,58
Euss'a”. 5,33 5,12 4,08 3,04 4,00 5,00 3,80
ederation

Moldova 5,18 4,62 2,91 2,62 3,10 4,70 3,57
Ukraine 5,86 4,75 2,81 2,71 3,29 4,78 3,84

Source: authors’ calculations based on World Economic Forum (2017) data

Policies of financial intimidation of real
economy investment, and corruption & rents
are the next well-developed policies in Norway.
As these policies matter for economies’ inclusive
growth and development the effectiveness of
their implementation should be also fostered
in CEE economies. At present the outcomes of
these policies in CEE economies are slow and to
some extent ineffective reforms (depending on
the country) in fighting bribery and corruption;
lowering barriers to entry and fostering fair
competition in product and capital markets;
enhancing private savings for employment
generating productive purposes.

In Norway, the asset building and entrep-
reneurship policy is also at priority as it favors
more socio-inclusive growth by fostering medium
and small business creation, enlarging possibilities
of home and other asset ownership. As a result,
an effective asset building and entrepreneurship
policy should decrease income and wealth
inequality and subsequently widen economic
opportunities. As it concerns CEE economies,
their average score for this policy is 4 (comparing
with EU average - 4,58, Norway — 5,19) which
implies that still much has to be done.

The least developed policy in Norway is fiscal
transfers. Perhaps redistribution of national
income is not that important as above policies
which directly favor human broad-based eco-
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nomic opportunities like employment & labor
compensation; education & skills development;
basic services & infrastructure; and asset building
& entrepreneurship policies.

Among CEE economies the most effective
fiscal system in the sense of inclusiveness is in
Hungary. For all the rest CEE countries there
is much to be done for further improvements.
The CEE countries’ average score of fiscal
transfers’ policy pillar (3,67) is lower than of
the EU one (4,62). CEE countries’ governments
should better use taxes and transfers to moderate
differences inincome and wealth. And at the same
time well-designed, prudent fiscal transfers policy
should not hamper economic growth. Its primary
goal should be creation of such a public social
protection system that is engaged in decreasing
poverty, vulnerability, and marginalization. It
is suggested to use better well-known fiscal
instruments, for example, by making tax system
more progressive, scaling back tax deductions,
eliminating tax exemptions and by ensuring
greater tax compliance.

Conclusions. The CEE countries’ further
development should go in line with inclusive
growth and development theory in order to
generate inclusive socio-economic progress and
broad-based improvements in living standards.
Prudent policymaking that simultaneously support
economic growth and inequality reduction, as long
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as promotion of equal economic opportunities
will enable broad-based prosperity.

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

As for the inclusive growth and development
policies assessment, there are no great disparities
across CEE countries. These countries follow
similar patterns of policy development and
implementation. There are greater disparities
across policies in each country. The best
performing policies that deliver inclusive
outcomes from economic growth by providing
broad-based equal economic opportunities to
all sections of societies are: the employment
and labor compensation policy that allows
people directly increase their incomes and feel
themselves as active and productive members of
the society; the basic services and infrastructure
policy that is a necessary ground for present
and future human and economic development;
the asset building and entrepreneurship policy
that provides diminishing inequality and rising
economic opportunities by fostering medium
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and small business creation and enlarging
possibilities of home and other asset ownership;
and education and skills development policy that
is necessary for social mobility and for transition
countries catching up processes. Although,
Ukraine has the highest score in the later policy
performance, its influence on inclusiveness is
scarce. Perhaps, well-developed education and
skill policy has no or little impact on inclusiveness
of growth and development unless prudent state
policy on stimulating productive production is
implemented and an effective employment and
labor compensation policy is pursued. Otherwise,
well-educated, and qualified labor force is forced
to emigrate.

The least performing policies in CEE countries
are corruption and rents; financial intermediation
of real economy investments; and fiscal transfers
policies. As for the later policy, redistribution of
national income is not determinant to inclusive
growth and development, but nevertheless it
should create a public social protection system that
is engaged in decreasing poverty, vulnerability,
and marginalization without hampering economic
growth. It is advisable for CEE countries to make
tax system more progressive, scale back tax
deductions, eliminate tax exemptions and ensure
greater tax compliance. An effective and inclusive
redistribution state system of CEE economies
should accentuate on supporting economic
opportunities rather than on social fiscal transfers.
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