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11 Abstract: Referring to the concept of inclusive growth, the authors analyse the transition economies
12 of the Central and Eastern European countries, which are the current EU members (Bulgaria,
13 Croatia, the Czech Republic, Estonia, Latvia, Lithuania, Hungary, Poland, Romania, Slovakia and
14 Slovenia). That region was selected as the CEE countries characterized by comparable historic and
15 economic background but now they seem to reach diversified stages of development. The objective
16 of the study is to identify the level of inclusive growth among the CEE countries, taking into
17 account indicators assigned to its seven pillars. The thesis is that the CEE countries represent socio
18 and economic heterogeneity as well as different levels of sustainable development. The research
19 methods involved the application of the principal components analysis and the multivariate
20 analysis. For literature review, the bibliometric analysis was conducted with the visualization

21 prepared by the VOSviewer software. The main findings suggest that Estonia, Slovenia and the
22 Czech Republic seem to be the ones with the highest inclusive growth. On the other hand, Bulgaria

23 and Romania represent the lowest level of inclusive growth indicators.
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26

27  1.Introduction

28 Globalisation, digitalization, and demographic changes are transforming the present economies
29  and societies [1, 2]. They provide new opportunities but, at the same time, they cause the growth of
30 new, unpredictable forms of risk and an increase in social inequalities in a broad sense. In addition,
31  the economic growth taking place as a result of new processes and phenomena can cause damage to
32  the environment [3, 4]. Special attention should also be paid to issues related to the skills of
33 tomorrow’s workface, support for entrepreneurship while safeguarding job quality, social
34  protection, the standard of living and trust in public institutions (with faith in public services).

35 The dynamically changing living conditions caused by the reasons indicated above imply the
36  need to undertake activities that lead to sustainable development [5, 6]. In general, sustainability is a
37  complex concept which is based on the rule of balance between satisfying not only the needs but also
38  the aspirations of the present without compromising the needs and the aspirations of future
39  generations [7] (pp. 41-43). The organizing principle of sustainability is sustainable development
40  which is defined through at least three main, interconnected and equally important domains
41 (pillars): economic growth, social well-being and care for the environment [8]. In other words, in this

42 approach the development must be economically sustainable (which means: efficient), socially
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43 desirable (which can be interpreted as inclusive) and ecologically prudent (in the sense of being
44 balanced) [9].

45 Of course, these three pillars cannot be treated in the same way [10]. One of the consequences of
46  this way of thinking is the concept of inclusive growth [11, 12, 13]. According to this model
47  approach, the elimination of inequalities by making growth advantageous for all people is the best
48  method to provide global prosperity in a long-term perspective. In the other hand it cannot also be
49  understood as providing full equality [14]. These inequalities must be seen in three general contexts:
50  income, wealth and opportunities (some authors also add a gender perspective [15]). It is crucial
51  because, for example, an increase in the level of labour productivity has not always meant higher
52 income for middle-class either. Therefore, the reduction of inequalities is not only the concern the
53 poorest classes and cannot be associated only with poverty. It shows clearly the magnitude of the
54 challenge.

55 Inclusive growth refers to the pace and pattern of economic growth which aims to improve the
56  quality of life especially by mitigating the problems of increasing income disparity and poverty in
57  the world [16]. According to the analysed concept, the support and, more equitably, the share the
58  profits of economic growth should be obtained by acting in three dimensions: investing in people,
59  supporting business development and creating proper conditions for life and doing business
60  (including trusted governments with a number of responsive public institutions). What is also
61  important, in the concept of inclusive growth everyone has the opportunity to participate in and
62  Dbenefit from economic growth or even in a wider perspective — economic development [17, 18]. And
63  what is more, this kind of dividends should be understood both in monetary and non-monetary
64 terms. However, this process requires a lot of involvement of individuals, business entities, other
65 institutions, such as NGOs, and governments. From this point of view, inclusive growth can be seen
66  asanimportant determinant of sustainable development.

67 The above indicated assumptions and goals of the concept of inclusive growth are extremely
68  important in the Central and Eastern European (CEE) countries [19, 20]. In its usual meaning, the
69  term CEE refers to the group of countries including Albania, Bulgaria, Croatia, the Czech Republic,
70 Estonia, Latvia, Lithuania, Hungary, Poland, Romania, Slovakia and Slovenia. It can be said that
71  these countries are connected by a common geographic location but also they are similar in terms of
72 their common history strongly related to the communist system [21]. In the last decade of the 20
73 century and in the first years of the 21st century, the CEE countries experienced deep structural
74  reforms together with the introduction of changes in an institutional framework and stabilization
75  politics (related to the change of the political system). This leads to the observation of an extremely
76  rapid economic growth and a profound transformation encompassing all areas of life and affecting
77  all class of the society. However, this statement does not mean that all countries in the region have
78  developed in the same way and have reached the same level. It must also be emphasized that these
79  processes cannot be uncritically equated with sustainable development.

80 It has long been noted that focusing only on economic growth is not a good approach. It is
81  actually the quintessence of inclusive growth. This concept is based on strong direct links between
82  the micro- and macroeconomic determinants of economy and growth. In terms of the first kind of
83  factors, special attention is devoted to the structural change in economic diversification and
84  competition. In the macroeconomic perspective, an important role is assigned to the gross domestic

85  product (GDP) and total factor productivity. But if the inclusive growth is to be perceived as
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86  economic growth distributed across the whole society in a fair way and as creating opportunities for
87  all people, it is only the starting point for the analysis. From this perspective, it can be clearly seen
88  that GDP per capita (or similar indicator) cannot be the cardinal measure of the socio-economic
89  development. With this regard several new approaches have been proposed. One of the examples of
90  this way of thinking can be found in Europe 2020 [22]. This is a 10-year strategy proposed in 2010 by
91  the European Commission for the development of the economy in the European Union. This
92  strategy is focused on growth, which is supposed to be smart, sustainable and inclusive. Such a
93  defined aim is translated into five headline targets related to: employment, investing in R&D,
94 sources of the energy, education and poverty.
95 Another well-known approach to inclusive growth and sustainability is the OECD’s
96  “Framework for Policy Action on Inclusive Growth”, which moves beyond the above factors,
97  including simple GDP metrics and statistical averages. In this concept, the OECD emphasizes the
98  well-being of the people who will be able to create and maintain (in a long-term perspective)
99  sustainable growth in conditions favourable for inclusiveness. In theory, this aim can be achieved by

100  actions addressing three types of receivers [23] (pp. 20-24):

101 (1) investing in people and places that have been left behind (through solutions in e.g. childcare,

102 healthcare, education, justice, housing and infrastructure as well as responsible environmental
103 policy);

104 (2) supporting business dynamism and inclusive labour markets (through e.g. technology
105 diffusion, innovation, competition and entrepreneurship, access to jobs and fair contracts
106 regardless of gender or origin, and support in adaptation to the future work);

107  (3) building efficient and responsive governments (through e.g. aligned policy, integrity, inclusive
108 policy-making and international coordination).

109 The World Economic Forum’s System Initiative on Economic Growth and Social Inclusion
110 prepared its own concept of framework. It is a holistic vision based on seven pillars and they are
111 divided into a further fifteen sub-pillars (figure 1) [24]. It is important that the scores are received in
112 each pillar and they do not collapse into index crossed specific pillars which could describe a new
113 “inter-pillar’- the area independent of the previously defined pillars. The level of growth is
114 calculated on the basis of an appropriate set of indicators. Each of the pillars is relevant in its own
115 chance to achieve inclusive growth. Macroeconomics, trade, and financial policies are still important
116  but there are also new factors which should be included in the calculation of the reached level of
117 growth in specific countries or even in a broader sense — their sustainable development.

118 In the light of these considerations, the principal aim of the study is to identify the level of
119  inclusive growth reached by the countries in the CEE region. This article focuses on those CEE
120 countries which are currently the European Union members, i.e. Bulgaria, Croatia, the Czech
121 Republic, Estonia, Latvia, Lithuania, Hungary, Poland, Romania, Slovakia and Slovenia. The
122 analysis is based on the seven pillars of the Inclusive Growth and Development Framework of
123 World Economic Forum. There is a proposal to use indicators, which can be assigned to the
124 highlighted pillars and thanks to them it will be possible to indicate the level of growth in inclusive
125  and sustainable terms. The new aspect of the authors concept is making an attempt to group
126  indicators in key factors. This approach could help to conclude in which areas a higher level of

127  development has been achieved and in which countries. To further deepen the analysis of data, two
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years were used — 2006 and 2016. The general thesis is that the CEE countries represent socio and

economic heterogeneity and a noticeably different level of sustainable development.

Figure 1. Inclusive Growth and Development Framework

Source: according to the World Economic Forum.
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The authors used a basic technique of the bibliometric analysis of scientific literature from the

Scopus database to characterize the phenomenon of growth of the Central and Eastern European

countries. The analysis of the occurrence of key terms was conducted at 3 stages — figure 2. The

authors identified 1750 articles connected with the issue of the growth in the region of Central and

Eastern Europe (the phrases ‘Central and Eastern Europe’ and ‘growth’ were identified in the

articles’ titles, abstracts and among keywords). The analysis was limited to the following subject

areas: Social Sciences; Economics, Econometrics and Finance; Business, Management and

Accounting; Environmental Science; Decision Sciences, which allowed for identification of 1138

scientific papers in the Scopus database.
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145  Figure 2. Stages of bibliometric analysis

146  Source: own study.

147

148 The tool used for ordering and presenting data was the VOSviewer program. This software is
149  particularly useful in case of working with a sheer volume of data [25] (p. 250). It is a tool for
150  constructing and visualizing bibliometric networks, which uses an advanced layout and clustering
151  techniques to show the existing relationships between keywords characterizing articles from
152 scientific databases. The program highlights the frequency and co-occurrence of keywords that
153  appear in the network [26].

154 It the second stage, the analysis parameters were determined such as the minimum number of
155  occurrences of a keyword, which were 5. As a result, the number of keywords to be selected was 73.
156  Cleaning the database from redundant phrases allowed for removing repeatable words, the names
157  of the countries and phrases that did not match thematically.

158 The prepared visualization was the map of research trends connected with the issue of growth
159  in Central and Eastern Europe — figure 3. The main link was the economic growth of Central and
160  Eastern Europe. However, the searched phrases also co-occurred with the majority of other areas of
161  research interests. There was a field connected with the transition and development of the
162 European Union. Another research trend was the influence of globalization in terms of
163 competitiveness, trade as well as fertility, migration, poverty and inequality. The co-occurrence of
164 keywords also identified the area of regional growth, which refers to the EU enlargement and
165  regional disparities. Regionalism was also reflected in the connection of entrepreneurship with

166  innovation, small business and transformation. The bibliometric analysis of the CEE growth
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167  indicated the relationship of those phrases with convergence, sustainability, total factor

168  productivity, economic development and tourism.
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171  Figure 3. Map of research trends based on the co-occurrence of the authors’ keywords in
172 publications referring to growth in the Central and Eastern Europe from the Scopus database

173 Source: own study based on the VOSviewer software.

174

175 Following the research areas identified by analysing scientific literature from the Scopus
176  database, it can be concluded that the growth of the CEE countries is not only understood in an
177  economic dimension. It is a multidimensional phenomenon that encompasses income, employment

178  opportunity, economic security, and quality of life [27].
179

180 2. Research method

181 The situation in the selected CEE countries in terms of inclusive growth was compared by the
182 use of two multivariate techniques: factor analysis and principal components analysis.

183 Factor analysis, based on the principal components analysis, allowed for reducing a significant
184  number of variables to a meaningful, interpretable, and manageable set of factors [28]. The main
185  objective of the principal components analysis is mainly the analysis of the dependence structure,
186  ensuring the simplicity of the description of that structure [29].

187 Manly [30] indicates that factor analysis is an interdependence technique that seeks group of
188  variables that are similar in the sense that they “move together”. The basic idea is to identify similar

189  variables among a great number of indicators which were qualified to seven pillars of inclusive
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190  growth variables and group them together. Each group represents a key factor of the Central and
191  Eastern Europe inclusive growth.

192 The application of those techniques fosters visual presentation of factors determining inclusive
193 growth in the analysed region as 3D scatterplots. They present the position of selected countries in
194 terms of extracted key factors. The countries with similar inclusive growth indicators can be
195  grouped together. This will facilitate the possibility to see the position of each country in

196  comparison with other CEE countries.

197 The research process went through three stages before the data were ready for analysis — figure
198 4.
199
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201  Figure 4. Stages of the research process

202 Source: own study.
203

204 During the first stage, the data assigned to seven pillars of inclusive growth were collected
205 from resources of Eurostat, Worldbank, OECD, International Monetary Fund, World Economic
206  Forum and the Heritage Foundation (“Index of Economic Freedom”) for eleven CEE countries in
207  two years - 2006 and 2016. After substantive verification of data, 56 diagnostic variables were
208  approved. The next stage of research process included statistical verification of diagnostic variables.
209  The creation of a correlation matrix between variables allowed for the rejection of variables with a
210  correlation coefficient smaller than 0.3. As a result, 29 diagnostic variables have been qualified, the
211 ones that in both 2006 and 2016 did not have a correlation coefficient below 0.3. Below the authors
212 present 29 variables that were finally taken for analysis.

213 The first pillar included the following variables:
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X1: early leavers from education and training by sex as % of population aged 18 to 24,

X2: at least upper secondary educational attainment as % of population aged 25 to 64,

X5: underachievement in math as % of 15-year-old students failing to reach level 2 (‘basic skills
level’) on the PISA scale,

X6: underachievement in reading as % of 15-year-old students failing to reach level 2 (‘basic
skills level’) on the PISA scale,

X7: underachievement in science as % of 15-year-old students failing to reach level 2 (‘basic skills
level’) on the PISA scale,

X8: participation in learning % of population aged 25 to 64 who stated that they received formal
or non-formal education and training in the four weeks preceding the survey,

X9: general government expenditure for education as % of GDP.

The second pillar involved:

X10: population having neither a bath, nor a shower, nor indoor flushing toilet in their
household as % of population,

X12: percentage of households who have internet access at home,

X13: Internet use by individuals as % of individuals aged 16 to 74 ever used,

X17: self-reported unmet need for medical care by ‘Financial reasons’, “Waiting list" and ‘“Too far

to travel” as % of population aged 16 and over.

The third pillar covered:

X19: public trust of politicians,
X20: ethical behaviour of firms,
X22: diversion of public funds,
X23: government integrity,

X24: intensity of local competition,

X25: favouritism in decisions of government officials.

The fourth pillar took into account:

X27: financing through local equity market,

X29: branches of commercial banks per 100 000 adults,

X31: venture capital availability,

X32: individuals using the Internet for Internet banking as % of individuals aged 16 to 74 within

the last 3 months before the survey.

The fifth pillar encompassed:

X37: property rights as an assessment of the ability of individuals to accumulate private

property, secured by clear laws that are fully enforced by the state per million inhabitants.

The sixth pillar took into account:

X42: NEET rate (%),

X44: youth unemployment rate (aged 15-24),

X45: employment rate (females) (%),

X46: employment rate (males) (%),

X48: monthly earnings in industry, construction and services (excluding public administration)

(mean earnings in euro).

The seventh pillar included:

X49: people at risk of income poverty after social transfers in %,

d0i:10.20944/preprints201809.0344.v1
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257 X50: reduction in percentage of the risk of poverty rate, due to social transfers (calculated
258 comparing at-risk-of poverty rates before social transfers with those after transfers).

259

260 The last stage involved the identification of three key factors by means of factor analysis. They

261  are synthetic indicators for groups of variables representing correlation equal or more than 0.7.
262  There are two groups of synthetic indicators, because the article compares two years — 2006 and

263 2016. This approach can help to capture differences in the analysed periods.

264
265 3. Results
266 The key factors have been extracted for two years — 2006 and 2016. The first one selected out of

267  the analysed years was the period of economic prosperity, two years after joining 10 new members
268  to the EU (including eight CEE countries like the Czech Republic, Estonia, Hungary, Latvia,
269 Lithuania, Poland, Slovakia, Slovenia). The most current data was possible to obtain for the year of

270 2016, when all the analysed CEE countries already drew advantages from belonging to the EU.

271 With regard to factor analysis based on data from 2006, three factors were extracted:

272 Factor 1 “State-created conditions for quality of life” included: pillar 1 (Xé:
273 underachievement in reading; X9: general government expenditure for education); pillar 2
274 (X12: percentage of households who have Internet access at home); pillar 3 (X19: public trust
275 of politicians; X22: diversion of public funds; X25: favouritism in decisions of government
276 officials); pillar 4 (X27: financing through local equity market); pillar 6 (X42: NEET rate; X48:
277 monthly earnings in industry, construction and services (excluding public administration)).
278 Factor 2 “Social inclusion” covered: pillar 1 (X1: early leavers from education and training);
279 pillar 2 (X10: population having neither a bath, nor a shower, nor indoor flushing toilet in
280 their household; X17: self-reported unmet need for medical care); pillar 7 (X49: people at risk
281 of income poverty after social transfers, X50: reduction in percentage of the risk of poverty
282 rate, due to social transfers).

283 Factor 3 “Labour market situation and digitalization” gathered: pillar 4 (X32: individuals
284 using the Internet for Internet banking); pillar 6 (X44: youth unemployment rate, X45:
285 employment rate (females), X46: employment rate (males)).

286

287 The above factors covered 80% of variation among data. They included the selected variables

288  from seven pillars of inclusive growth (out of the ones which were positively statistically verified). It
289  can be noticed that the variables from the fifth pillar have not been represented in any of the key
290  factors.
291
292 Table 1. Factor Scores in the CEE countries in 2006
Country Factor Scores
Rotation: Varimax raw

Extraction: Principal components

Factor 1 Factor 2 Factor 3
Bulgaria -1,48920 -1,13317 -0,28343
Croatia 1,08153 -0,03318 -1,82593

Czech Republic -1,01503 1,67672 0,54650
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Estonia 1,01930 -0,55856 1,89377
Hungary -0,21119 0,72712 -0,16347
Latvia 0,16724 -0,89125 0,75436
Lithuania 0,21466 -0,43986 0,71442
Poland 0,56053 0,25342 -1,05276
Romania -0,91748 -1,42735 -0,68387
Slovakia -0,94913 1,30427 0,13214
Slovenia 1,53878 0,52183 -0,03174
293 Source: own study.
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296  Figure 5. Conceptual map — distribution of countries according to the selected factors (2006)

297  Source: own study.

298

299 The analysis of the key factors proves a high level of heterogeneity among the CEE countries —
300 table 1, figure 5. The first factor, which refers to state-created conditions for quality of life, in 2006
301  indicated that in Slovenia, Latvia, Croatia and Estonia there is a high level of public support. At the
302 same time, the lowest state care when it comes to the education, Internet access or level of salaries in
303  the first out of the two analysed years took place in Bulgaria, the Czech Republic, Slovakia and
304  Romania. It can be surprising to see the Czech Republic participate in that group, which is a country
305  that from the moment of joining the EU has represented a relatively better position among the new
306  member states.

307 The second key factor referred to social inclusion. It shows that in 2006 the most socially

308  excluded countries were Romania, Bulgaria and Latvia. It mainly results from a significant share of


http://dx.doi.org/10.20944/preprints201809.0344.v1
http://dx.doi.org/10.3390/su10113973

Preprints (www.preprints.org) | NOT PEER-REVIEWED | Posted: 18 September 2018 d0i:10.20944/preprints201809.0344.v1

309  early leavers from education and training in the population aged 18 to 24 and the unmet need for
310  medical care. In those countries there is a high level of risk of income poverty after social transfers
311  and, at the same time, the impact of social transfers on poverty reduction is a low. Additionally, for
312  Romania there was a significantly high share of population without a bath, or a shower, or indoor
313 flushing toilet in their households. At the same time, the largest number of inclusive conditions for
314 education or health issues existed in the Czech Republic and Slovakia. The level of development in
315  those countries can be one of the reasons for lower state-support indicated by the first factor.

316 The third factor refers to the labour market situation and digitalization. Estonia was the leader
317  out of the CEE countries when it comes to the level of factor 3. A favourable labour market situation
318 seems to be a long-term phenomenon, which took place also before entering the EU [31].
319  Additionally, that country represented the highest share of population using the Internet for
320  Internet banking. The worst labour market situation and digitalization took place in Croatia, which
321  atthat time did not belong to the EU.

322 Poland, Hungary and Lithuania represented an average situation among the CEE countries in
323 terms of all three factors.

324 With regard to factor analysis based on data from 2016 three key factors were also extracted.
325  However, they were slightly different in the composition of variables compared with 2006, so they

326 covered a bit different research areas:

327 Factor 1 “Education expenditures, unsatisfactory medical services and state
328 transparency”: pillar 1 (X9: general government expenditure for education); pillar 2 (X17:
329 self-reported unmet need for medical care); pillar 3 (X19: public trust of politicians; X20:
330 ethical behaviour of firms; X22: diversion of public funds; X23: government integrity; X25:
331 favouritism in decisions of government officials).

332 Factor 2 “Social inclusion”: pillar 1 (X1: early leavers from education and training; X6:
333 underachievement in reading;); pillar 2 (X10: population having neither a bath, nor a
334 shower, nor indoor flushing toilet in their household); pillar 6 (X42: NEET rate; X48:
335 monthly earnings in industry, construction and services (excluding public administration));
336 pillar 7 (X49: people at risk of income poverty after social transfers; X50: reduction in
337 percentage of the risk of poverty rate, due to social transfers).

338 Factor 3 “Labour market situation”: pillar 4 (X31: venture capital availability); pillar 6 (X44:
339 youth unemployment rate; X46: employment rate (males)).

340

341 The above factors covered 78% of variation among data. In 2016, similarly to 2006, almost all

342 pillars have been represented in the created key factors, apart from the variables from the fifth pillar.
343 The CEE countries did not also create a homogeneous group — table 2, figure 6.
344
345  Table 2. Factor Scores in the CEE countries in 2016
Country Factor Scores
Rotation: Varimax raw
Extraction: Principal components
Factor 1 Factor 2 Factor 3
Bulgaria -0,54674 -1,75005 -0,12468
Croatia -0,24492 0,90488 -1,89935
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Czech Republic -0,67167 0,58361 1,73115
Estonia 2,18931 -0,27064 1,04816
Hungary -1,11135 0,10867 0,78649
Latvia 0,74781 -0,00817 -0,36573
Lithuania 0,78607 -0,22144 0,02214
Poland 0,46723 0,45429 -0,31417
Romania -0,47095 -1,75542 -0,83097
Slovakia -1,23921 0,50478 0,58092
Slovenia 0,09441 1,44950 -0,63396

346  Source: own study.
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348  Figure 6. Conceptual map - distribution of countries according to the selected factors (2016)

349  Source: own study.

350

351 Estonia was an undeniable leader at the first factor level, which concerned education
352  expenditures, unsatisfactory medical services and state transparency. However, it was mainly
353 because of a significantly high, self-reported and unmet need for medical care in that country in
354  2016. On the other hand, the lowest level of that factor was in Slovakia and Hungary, mainly because
355  of alow level of educational expenditure but with satisfactory medical services and low favouritism
356  in decisions made by government officials.

357 The second factor, also in 2016, referring to social inclusion, was the highest in Slovenia, as
358  characterized by an inclusive educational and training system for youths, good sanitary living

359  conditions and the highest earnings. The lowest social inclusion, after ten years still was in Bulgaria
360  and Romania.
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361 The labour market situation (the third factor) both on the demand and supply side was the best
362  in the Czech Republic. That country has also improved the labour market situation in 2016 in
363  comparison to 2006 to the greatest extent. However, it is worth mentioning that the employment rate
364  of females, which in the Czech Republic is relatively low, has been removed from the third factor in

365  2016. The worst labour market situation, the same as in 2006, was in Croatia.

366

367  4.Discussion

368 The main purpose of this article was to identify the level of inclusive growth reached by the
369  countries in Central and Eastern Europe. The literature suggests that, in general, despite the
370  similarities (especially in common history of political and related economic transformations) the
371  CEE countries cannot be treated as a homogenous group and they represent different levels of
372 sustainable development [32, 33]. This statement finds confirmation also in our analysis. The
373  differences occur in both years taken into consideration — in 2006 and in 2016.

374 Interesting conclusions can be drawn from the information about variables qualified to
375  synthetic key factors and the formed groups. In both years the key factors which describe the level of
376  inclusive growth in the CEE countries are similar but not identical.

377 In case of the first key factor in 2006 the variables are related to the conditions for quality of life,
378  like education, access to Internet, earnings, public trust or favouritism in decisions made by the
379  government, etc. Ten years later, in the analogous factor there is no variable connected with e.g. the
380 Internet but there are the other ones — for example: ethics in firms or government integrity. This
381  phenomenon indirectly could confirm the transition of countries to the next stage of economic
382  development. Above all, in this area correlation is visible between variables related to the quality of
383  public environment and the ethics in the institutions (public and private). It can be assumed that
384  these issues have become even more important after the global socio-economic crisis from 2007.

385 The second key factor in both years concerned social inclusion and the variables were related
386  mainly to broadly understood poverty or the risk of poverty and a share of early leavers from
387  education and training. This shows a very important aspect of inclusive growth which is social
388  inclusion. Additionally, it is a special issue in the CEE countries because they have experienced
389  rapid changes in their political and economic systems that have also affected societies. As a result, in
390  this region it could often be observed a dynamic rate of economic growth which entailed not only
391  positive effects but also brought negative phenomena such as widening social gaps or poverty risk.
392  In their study, the authors observe this situation especially after comparing the analysed factor in
393 2006 and 2016.

394 The last extracted key factor refers mostly to the labour market. What is interesting, in 2006 this
395  factor included a variable describing the use of the Internet for online banking. This requires deeper
396  research but perhaps it is related to a higher level of financial inclusion in the CEE countries in 2016
397 [34, 35]. Another issue in case of which it is necessary to conduct further research is a lack of a
398  variable describing a female employment rate in 2016. This is also important information for the
399  proper interpretation of the results of the authors’ study.

400 Analysing the level of inclusive growth in selected CEE countries, it can be seen that, in general,
401  two countries represent the lowest level of inclusive growth in both 2006 and 2016. They are Bulgaria
402  and Romania. The authors’ results are confirmed by other analyses and research reports. Despite the
403  improvement of some component factors, these countries clearly stand out from the rest of the
404  countries from the analysed region. Their situation can be explained by a lower level of development

405 before their accession to the European Union and the subsequent accession to the EU and, after 2006,
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406  the impact of financial crisis [36] but only in part. Growth in Romania is constrained by weak
407  commitment to policy implementation, unfavourable business environment and strong connections
408  between politics and business often translating into corrupt behaviour [37, 38]. A similar problem
409  with the level of corruption exists in Bulgaria [39]. There is also a strong pressure from local interest
410  groups, a frequent lack of administrative capacity and a deficit of good governance. Another
411  important factor common to both countries seems to be their geographical location. The location far
412 from the highly developed neighbouring countries is an obstacle to the placement of companies or
413 factories in these countries. A different situation takes place in the Czech Republic, where there are
414  relatively many important factories, such as e.g.: Toyota, Volkswagen and Peugeot, which produce
415  cars for customers all over the world. This contributes to better conditions to reach a higher level of
416  sustainable development in this country which is visible especially in the authors’ third key factor
417  (“Labour market situation”) of inclusive growth.

418 While it was not difficult to identify countries with the lowest level of achieved inclusive
419  growth, it is not easy to distinguish the leaders. The examples of countries that occupy varied but
420  rather better than average positions among other CEE countries in terms of the key factors of
421  inclusive growth are Estonia and Slovenia [40]. It can be said that Estonia took advantage of a
422  window of opportunity to reform its economy and entered the path of sustainable development [41].
423 This is the effect of many determinants, but, from this study’s perspective, it is worth indicating:
424  friendly business environment, high labour market participation, high educational attainment,
425  well-educated and flexible labour force, a developed ICT sector and a good level of stability in public
426  finances [42]. Yet, on the other hand, in comparison to the CEE countries (excluding Romania and
427  Bulgaria), Estonia exhibits a high level of the income inequality — the gender pay gap is high and
428  poverty remains elevated. Hence, it can be concluded that Estonia occupies a low position among
429  the rest of the countries from the analysed region in the second key factor (“Social inclusion”). A
430  completely different situation takes place in Slovenia. In this country the variables describing
431  poverty and inequality are at a low level [43]. What is more, there is a significant improvement if the
432 years 2016 and 2006 are to be compared. In case of the third key factor, Slovenia is at an average level
433 although a deeper analysis of component determinants indicates worse values than the average.
434  Analysing the first key factor, it must be stressed that the variables reached quite a high level (in
435  comparison to the rest of the CEE countries) and in some cases they fell in 2016. But the specific

436  reasons for that situation could be found after in-depth studies.

437
438 5. Conclusions
439 There is no doubt that the CEE countries went along similar paths in transforming from

440  centrally planned to fully market-based economies. After the collapse of communism, they shared
441  common experience in pursuing the growth model and integration with the EU standards. The
442 long-term path of growth and joining the European Union were the most important issues as a way
443 to bring the standard of living in the CEE countries in line with much better developed, Western
444  countries. It means that the main objective of public policy makers in the first years of
445  transformation was to provide conditions for sustainable development and inclusive growth. After
446  the EU accession, the analysed countries made efforts to maintain the best pace of economic growth,
447  keeping the principles of sustainability and inclusiveness.

448 However, already in 2006 the differences in terms of inclusive growth among the CEE countries
449  were visible. There are studies based on which it can be said that country-specific factors mostly
450  decided about different levels of growth. The analyses prove that specific macroeconomic policies

451  during transformation were less decisive than the level of political stability, the quality of
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452  institutional framework and of informal institutions and the initial level of development [44].
453  Heterogeneity is shown also in this study. But, the authors’ analysis leads to the extraction of three
454  key factors that determine the level of inclusive growth in each analysed country. They were called:
455  “State-created conditions for quality of life”, “Social inclusion” and “Labour market situation and
456  digitalization”. This kind of clustering emphasizes which areas are particularly important from the
457  perspective of the contemporary approach to sustainable development. Thanks to factor analysis, it
458  was also possible to indicate leaders in each area and it showed that in 2006 there was no country
459  which managed to reach high levels in all three key factors. But then, only the comparison of the
460  results with the conclusions drawn from literature studies can explain the reasons for the obtained
461 values, the examples of which the authors present in discussion.

462 The differences in the level of inclusive growth in all CEE countries existed also in 2016. In this
463  case we can also observe an improvement of the general situation in most of the countries although
464 it has not always occurred in each of the key factors. It should be emphasized that in 2016 inclusive
465  growth variables were grouped into slightly different factors: “Education expenditures,
466  unsatisfactory medical services and state transparency”, “Social inclusion” and “Labour market
467  situation”. Additionally, the differences in both of the analysed years and among all countries could
468  Dbe now explained by three principal groups of determinants: factors related to each country
469  individually, the benefits of belonging to the EU and resilience to the global economic crisis started
470  in2007.
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