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Abstract  

 
In the course of transition, former socialistic countries moved from planned to market economy. This journey 

typically started with sharp falls in economic activity in all transition countries, accompanied by deterioration of 
various social indicators. Hence, their main objective was the recovery of economic activity, i.e. increasing the 
economic growth rate, which in addition was supposed to enable catching up with the European developed economies. 
This growth movement is usually described by famous U-curve of transition. However, in spite of the efforts and 
reforms, all transition economies recorded various paces of recovery. This study discusses that difference, through 
various GDP indicators, - real GDP path, GDP growth rates path, the height of the GDP index achieved and the 
volatility of growth rates. Analysed in concert, these indicators suggest several other variations of the transition U-
curve, such as: the rapid-J group, the wide-U group and the L-curve group. Namely, almost three decades after the 
start of the transition, the differences persist, suggesting that some transition economies has not moved significantly 
towards catching up with the successful transition countries, or with the developed economies.    
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1. Introduction 

 
Realization of positive and sustainable growth, i.e. stable increase in total production per 

capita, accompanied by a rising productivity level and improvement in other indicators of well-
being is one of the most important macroeconomic goals of every economy. This commitment 
became even more prominent in the case of transition economies where the initial economic shock 
of transformation from planned to market economy typically resulted in sharp falls in economic 
activity. Furthermore, transition countries experienced sharp deterioration of various social 
indicators associated with substantial costs in terms of rapidly rising poverty and inequality (Glün 
and Klasen, 2000). Thus, the main goal of all transition countries was the recovery of economic 
activity, i.e. increasing the economic growth rate, which in addition was supposed to enable 
catching up with the European industrialized mature economies. This growth movement is usually 
described by famous U-curve of transition in transition literature.  

However, in spite of this common wish, transition countries differed greatly in achieving fast 
recovery. There was a group of “successful ones” managed to embark on catch-up, others have not 
been able to achieve this goal and were characterized as group of  “lagging transition countries” 
(Kornai, 2006, Havrrylyshyn et al., 1998, Gomulka, 2000, Stiglitz, 1999, Sachs and Warner, 1996). 

The sharp difference in the achieved success in the course of transition motivates the main 
purpose of this research, which is not only to gauge the main characteristics of growth in the course 
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of transition, but also to examine more generally the contemporary economic success or failure in 
transition countries.  

In order to do so, firstly, this study continues by assessment of the legacies of a planned 
economy, followed by definitions about transition. This part also presents the different types of 
reforms that countries undertook in the course of transition, which might have affected the later 
results. The following part offers stylized facts of growth rates in the course of transition, which 
concludes with a more general summary of countries’ performances in the course of transition. 
Finally, it reassess the U-curve growth pattern established in the transition literature introducing 
several other variations of the transition U-curve, such as : the rapid-J group, the wide-U group and 
the  L-curve group, that need special attention when applying growth theory to, or undertaking 
growth empirics on, the course of transition. 

 
2. Brief description of pre – transition growth path 

 
The consensus of many economists is that the collapse of centrally planned economies was 

due to the absence of market mechanisms and their substitution by plan and to social or state 
ownership instead of private property. However, it should be noted that even under these 
circumstances former socialist economies were recording high growth rates comparable to market 
economies during the late sixties and seventies (Sjöberg,1999, Krugman and Venables, 1995). 
During that period huge transfers from agriculture to the increasing industry sector resulted in large 
gains in aggregate productivity. In addition, their rapid growth in output could be fully explained 
by rapid growth in inputs: expansion of employment; increases in education levels; and, above all, 
massive investment in physical capital (Krugman and Venables, 1995). Even so, certain systematic 
problems emerged throughout the socialist period that could not be resolved even by the market-
oriented reforms that some of these countries implemented in late socialism, such as in Hungary 
and Yugoslavia. Yugoslavia is a noteworthy case. In late 1950, Yugoslavia adopted the strategy of 
market socialism, workers self-management, and decentralized decision making and liberalized its 
trade with the western world (Rider and Knell, 1992). However, the market in Yugoslavia 
functioned as a price-setting mechanism to some extent, albeit without the allocation dimension. 
The retention of the centralized allocation system, which distorted profits and goods prices, 
remained the basic problem with the reforms implemented in Yugoslavia. In consequence, 
Yugoslavia developed similar systematic problems common to centrally planned economies 
(Horvat, 1982, Bićanić, 2002). 

The main features of socialist economies can be summarized in several stylized facts. The 
most profound attribute was the absence of private property. Instead, state or social property 
prevailed. In addition, market mechanisms were missing. The market was substituted by the 
extensive economic plan as the main determinant of the prices of goods and factors (Sjöberg, 
1999). As the state or social property prevailed, the capital market did not exist and banks 
functioned on a non-commercial basis (Svejnar, 2002). The labour market was strongly suppressed 
for ideological and social reasons, producing a deteriorating effect on the level of productivity, 
which made socialist firms less competitive in world markets (Nikoloski, 2009). In addition, a 
politicized wage system discouraged personal development and individualism that have the 
potential to further spur innovations and technological advance.  

Without markets, supporting economic institutions did not exist. For example, in the 
situation of prevalent state or social property there was no need to enforce property rights (Currie, 
2003). Instead, the dominance of social property was achieved through the nationalization of 
industry and collectivization of agriculture at the beginning of socialism.  

As far as economic growth strategy was concerned, former socialist countries followed the 
Soviet-type strategy of forcing the rapid growth of industry, especially emphasizing the 
development of basic goods sectors or engines of growth such as iron, steel and heavy industry 
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(Svejnar, 2002). Yet, while a small number of large enterprises dominated the industrial sector, 
little benefit was drawn from economies of scale.  In summary, economic activity and 
organizations were built and functioned following the narrowly pursued priorities of the planning 
authorities.  

Because of this situation, deteriorating processes were inevitable in all centrally planned 
economies. In fact, the administrative planning model that produced rapid industrialization also 
created the impetus for its stagnation. Kornai (1981) offers a reasonable explanation of what 
actually happened in centrally planned economies, suggesting that the institutional setting was 
responsible for the creation of sellers’ markets and hence extensive growth. Namely, according to 
him, soft budget constraints for enterprises - such as state grants, negotiable taxes or soft credits - 
resulted in insensitivity of enterprises to price changes (or a so-called seller’s market). As the 
activity was not properly evaluated on the market, enterprises allocated resources inefficiently, and 
generated excess unconstrained demand for inputs: labour and capital, which additionally fuelled 
the overall excess demand. In favour of this claim, Ericson (1996) suggested that many of those 
enterprises that were producing in planned economies, placed in a market environment might be 
indeed net value destroying. Producing practically non-saleable goods, enterprises were unable to 
cover even the variable cost of production, once market conditions prevailed (Akerlof et al.1991).  
In summary, the seller’s market created excess demand and a tendency for constant increase of 
production, accompanied by an increasing overinvestment. This gave rise to relatively high growth 
rates, along with huge problems - bottlenecks, shortages, ineffectiveness and misallocation of 
factors. Because of the excess demand, labour and capital were fully employed, and 
overinvestment led to extensive growth and hidden inflation Kornai (1981). Lack of incentives for 
innovation added to the deformations on the chosen development path. In other words, growth was 
not supported by appropriate technological progress and innovations, but rather by more capital on 
a constant technical level, especially in the latest period before transition. In the absence of 
innovation and technical progress, extensive output growth lead to diminishing returns that 
eventually caused growth rates to decline (Solow, 1956, Krugman, 1994). Confirming the assertion 
of extensive growth, Bairam (1988) further suggests that increasing returns did not play an 
important role in determining productivity growth in socialist countries of the Soviet type. In 
summary, extensive growth, low technological progress and misallocations of resources break the 
dynamic relationship between output growth and productivity growth (Rider and Knell, 1992). 
Socialist countries were good in extensive, but not in intensive development; that is, they were 
good in mobilizing resources, but not in utilizing them efficiently (Sjöberg, 1999).   

In their international relations, the former socialist countries also followed pervasive plan 
projections formed by the commitments to enhance trade within the socialist block and to sustain 
semi-autarchic self-sufficiency among these countries (Gros and Steinherr, 1995). Michalopoulus 
(1999) suggests that, within this block, trade diversion effects were dominant, i.e. replacement of 
more effective producers and suppliers from non-socialist economies with the partners’ less 
effective producers. However, in this view it should be noted that not all socialist countries were 
equally dependant on socialist markets (Gros and Steinherr, 1995). For example, because of the 
liberalization of trade, Yugoslavia was among the less dependent countries with respect to trade 
with its socialist partners, together with Hungary and Poland (Michalopoulus, 1999). However, 
regarding trade and production, interdependence among the republics of the Former Yugoslavia, 
the Former Soviet Union and Czechoslovakia was relatively high as compared to independent 
socialist states. Absence of national borders and the same currency stimulated intra-state trade 
among the republics and established vertical chains of production in many areas, which lead to 
miss-specialization within some of the former united republics. The breakup of these big states 
preceding transition introduced new national borders and currencies that strongly influenced trade 
flows during transition (Bićanić and Ott, 1997). 
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In conclusion, central planning left the legacy of a broadly distorted structure of factors, 
production and output. Not only was the physical production capacity obsolete, but also the 
organizational structures, business and management skills, professional work methods and ethics 
were outdated too. On these grounds, transitional countries were challenged to build a modern 
market economy together with parliamentary democracy, while opening their borders for 
cooperation with the rest of the world.   

 
3. Defining transition 

 
The particular path towards a modern market economy was transition – a multidimensional 

process of political, economic, social and institutional changes. In many cases, this process was 
accompanied by dissolution of the former socialist economies.  

 The main political change was supposed to be the introduction of parliamentary 
democracy and in many cases consolidation of new states.  

 In parallel, economic change was to pave the way from planned to market economy 
through many interrelated processes (Fischer and Gelb, 1991, Hamma et al., 2012).  

1. Liberalization of economic activities, prices and markets;  
2. Development of market-oriented instruments for macroeconomic stabilization;  
3. Achievement of effective enterprise management; 
4. Privatization, accompanied by more efficient allocation of resources; 
5. Introduction of hard budget constraints;  
6. Liberalization of the exchange and trade system;  
7. Reduction of the state role and establishment of a competitive environment.  
 Institutional change during transition meant creation of new institutions and formal 

and informal rules appropriate for the changed society (Burki and Perry, 1998, Fukuyama, 2006). 
Institutional restructuring also encompassed the processes of “depolitization” of the institutions and 
the economy and establishment of an institutional and legal framework to secure property rights, 
the rule of law and transparent market regulations;  

 Social change included all significant transitional costs related to transition such as 
increased inequality, growth of poverty, changes in the values and norms system, and a higher level 
of criminality in society. The extent of these costs appears to have been underestimated, though it 
proved to be very high especially in “lagging” transition countries. (Round and Williams, 2010, 
Pecijareski and Roceska, 1998).   

All these changes were supposed to be realized within a process of creative destruction, i.e. 
destruction of the inappropriate legacies of the old system and erection of new necessary system 
elements (European Bank for Restructuring and Development, 1997). However, the result was a 
slump in economic activity in the first stage of transition, followed by severe changes in the 
economic activity and reorganization of the whole society. Thus, transition often was referred also 
as a complex chain of policies to implement market mechanisms, to enhance structural changes and 
reallocations, to stimulate enterprise efficiency, new investments and hence, recovery and growth. 
However, this proved to be difficult, especially in the cases of some lagging transition countries. In 
these countries the destruction was rapid while creation went more slowly, resulting in deep 
recessions. Hence, Kornai (1994) named transition an institutional no-man’s land and disruption. 
Similarly, Blanchard and Kremer (1997) referred to transition as disorganization among suppliers, 
producers and consumers. In addition, many other researchers rejected the view of transition as a 
creative destruction process, emphasizing the specific problems that arise during transition 
(Mitckievicz and Zalewska, 2001; Round and Williams, 2010).  

A broad conceptual policy difference among transitional countries was the choice of the 
method of transition. Countries grouped into two broad approaches: one that chose a rapid method 
of transition moving towards a market economy; and the other the so-called gradual method of 

7



Annals of the „Constantin Brâncuşi” University of Târgu Jiu, Economy Series, Issue  6/2017 

 
„ACADEMICA BRÂNCUŞI” PUBLISHER, ISSN 2344  – 3685/ISSN-L 1844 - 7007 

 
 

transition (Roland, 2000). Most countries chose the first method of transition, as many participants 
in that process suffered from an obsession with speed and impatience, as Kornai (2006) suggests, 
which made reforms easily subordinated to political and power purposes. Still, not all countries 
were equally dedicated to reforms. Analysing countries’ commitment to reforms, Svejnar (2002) 
divides the reforms into two types:  

 Type I reforms, that were quite easily implemented: macroeconomic stabilization; 
price liberalization; reduction of direct subsidies; breakup of trusts, state-owned enterprises and the 
monobank system; removal of barriers to the creation of new firms; carrying out small-scale 
privatization; and introduction of a social safety net.  

 However, Svejnar (2002) attributes the differences among transition countries to the 
achievements of so called Type II reforms, such as large-scale privatization; in-depth development 
of a commercial banking sector and an effective tax system; labour market regulations and 
institutions related to the social safety net; and establishment and enforcement of a market-oriented 
legal system and accompanying institutions. In addition, he accentuates the fact that the reform of 
greatest importance seems to be the development of a functioning legal framework and the 
corporate governance of firms.  

The nature, sequencing and the content of the reforms were different in various groups of 
countries (Hamma et al., 2012). While the German Democratic Republic (GDR) can be considered 
to have followed an approach that could be described as a true global shock therapy, Poland and 
Czechoslovakia can be classified also as fast reformers. The reunification of GDR to Federal 
Republic of Germany (FRG) is considered as an instant shock of transition from socialism to 
capitalism in the transition literature. Hungary is also cited in this group, with the caveat that it 
started market-oriented reforms under socialism. Other transition countries, although declaratively 
dedicated to fast reforms, were unable or unwilling to pursue a rapid strategy for transition. 
Although the precise nature of the transition has differed considerably, the features of the lagging 
countries have included lack of implementation of the type II reforms. Consistent with lagging 
reform, the outcomes differed greatly too (Havrrylyshyn et al., 1998). 

Generally, studies support the claim that a larger extent of structural reforms leads to better 
growth performance in the long run and, on the other hand, slow or no reforms produce discontent 
and additional system problems (Balcerowicz, 2001; Svejnar, 2002). Hence, the central question 
for most transition countries concerned the management of rapid structural changes that were 
required to sustain growth (Chenery, 1975).  

 
4. Stylized facts of transition 

 
For almost three decades, former socialist countries have been undergoing a process of 

transition from planned to market economy, with some of them finishing it by the accession in the 
European Union. However, today it becomes clear that transition was characterized by 
considerable differences across countries in the speed with which the old system was abolished and 
reforms introduced. Hence, in transition literature various classifications of transition countries 
with respect to their economic performance and geographical reference can be found. The most 
general categorization that takes into account both criteria distinguishes all transition countries in 
two main groups:   

The first one, “successful” transition countries that managed to join the EU in a relatively 
short period of time, comprise countries of: 

 Central Eastern European Countries (CEECs) such as Poland, Slovenia, the Czech 
Republic, Hungary, the Slovak Republic; and  

 The Baltic Countries (BC) comprising Latvia, Lithuania and Estonia.  
On the other hand, the second group of “lagging” transition countries consists of:  
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 South Eastern European Countries (SEECs) including Croatia, Macedonia, Albania, 
Kosovo, Bosnia and Herzegovina, Serbia, Montenegro, Romania and Bulgaria; and, 

 The Commonwealth of Independent States (CIS) group including Russia and the 
Ukraine as well as Armenia, Azerbaijan, Belarus, Georgia, Moldova, Kazakhstan, Kyrgyzstan, 
Tajikistan, Turkmenistan and Uzbekistan.    

This familiar categorization of four regional groups given above will be used in the 
investigations with a view to testing its consistency with respect to any diversity that might exist 
within the various groups of countries.   

It is difficult to identify the exact year in which the transition began in the former socialist 
block. In a few countries, market-oriented reforms were introduced even under the old system, for 
example in Yugoslavia, Hungary and Poland. However, usually the “real” transition in many 
studies has been related to major changes in the political systems, which matched several important 
events: unification of the GDR with the Federal Republic of Germany (late 1990); dissolution of 
Yugoslavia (late 1990); break up of CMEAi (early 1991) and dissolution of the USSR (late 1991). 
For the purposes of this research it will be assumed that 1990 is the starting year of transition, from 
which period most of the countries of interest experienced significant changes. In the cases where 
data for 1990 are missing, the analysis will start with the year for which data are available.   

The beginning of transition was marked by a sharp decrease in economic activity in all 
transition countries. Figure 1 bellow presents growth rates in the four above presented regional 
groups of transition countries, measured by the annual per cent change of GDP per capita. In the 
figure, the y-axis gives the groups’ average growth rate in per cent change of GDP per capita. The 
growth rate is in percentage changes. 

 
Figure No.1 Annual per cent change of GDP per capita (% annual) 

a) Central Eastern European Countries (CEECs)                             b) Baltic Countries (BC) 

  
c) Commonwealth of Independent States (CIS)    d) South Eastern European Countries (SEECs) 
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Data Source: World Bank (2017). World Bank national accounts data, and OECD National Accounts data files. 
The figures reveal several variations among different regional groups of countries.  
 
 Firstly, the severity of starting recession differed across regions, with the CIS and 

the SEECs experiencing sharp decreases in economic activity (to levels of above -40 and above -10 
per cent, respectably) and CEECs undergoing less severe declines (to levels of around -10). For 
BCs this data at the beginning of transition are missing.  

 The second point is related to variation in the length of the first recession. The 
recovery i.e. positive growth (in terms of averages of their growth rates) was most rapidly achieved 
in the CEECs from the beginning of 1992. The SEECs and CISs experienced recovery later, 
starting from 1995, and 1996, respectably on average for both groups.  

 Thirdly, after the first fall, two groups – the CEECs and the BCs recorded relatively 
stable positive growth rates, with a fall in growth rates in the middle of transition, in the period of 
1998-2000, which can be designated as a possible reversal in the recovery process (Merlevede, 
2003). However, this fall is not severe, with a very moderate negative growth rates. More severe 
reversal is recorded in 2010 and 2008, due to the effects of the Great Financial Crisis. In sum, the 
figures for these countries reveal great similarity in the growth patterns within the countries groups. 
In addition, they reveal less volatile growth processes with relatively fast recovery after the falls.   

 For the SEECs and CIS, the picture is completely different. The reversals in these 
countries repeat several times: in the whole course of nineties, also in 2002-2004 in SEECs, and in 
late transition, after 2008, i.e. after the hit of the Financial Crisis. This indicates that transition 
countries seem to fall into negative growth rates repeatedly, showing very weak propensity to 
recover.   

 Lastly, the Financial Crisis hit the various groups with different severity, with the 
BCs experiencing the biggest fall, followed by CIS and CEECs, and SEECs the smallest decline on 
average. Evidently, the Crisis hit hardest the most developed or better named ex-transition 
countries that became members of the European Union in 2004, leaving the Transition World, 
while it exerted less influence on the “lagging” transition group (European Bank for Reconstruction 
and Development, 2009).  

Although indicative, the above figures do not reveal the whole picture regarding the 
economic performance in the transition countries. In general, the figure points towards main 
differences in the sense that the growth pattern in lagging groups, CIS and SEECs is much more 
volatile characterised with sudden turns from positive to negative growth rates as compared to the 
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successful groups. In addition, both, positive and negative growth rates in the latter group are more 
severe as compared to the former one.  

 
5. Countries’ performances in real GDP during transition: reassessing the regional groups 

 
A more appropriate comparison among transition groups should take into account the 

differences among countries with respect to the start of transition and should consider countries’ 
performance not only in rates but also in GDP levels during the actual transition. Hence, in this 
section, regional groups are reconsidered taking into account the movement of real GDP in the 
course of transition.  In addition, the data series on real GDP per capita in constant 2010 US dollars 
are used, in order to enable appropriate comparison of the GDP levels among various transition 
economies. The y-axis presents the real GDP per capita in constant 2010 US dollars, with the 
starting value 1990. Due to lack of data for 1990, for some countries such paths start from a later 
date.  

 Firstly, not all countries have performed equally well in the course of transition. Some 
economies (the upper lines in the figure below), such as Slovenia, Czech Republic, 
Lithuania, Latvia, Slovak Republic, Estonia, Poland, Hungary,  manage to recover the 
GDP per capita level relatively fast, after 1994, and to record continues increase, 
reaching the GDP per capital level of close to 20000 in constant 2010 US$ in 2016.   
The average line of GDP per capita for Central Europe and the Baltics reaches the level 
of 14701 in constant 2010 US$  in 2016, which is far from the 39105 in constant 2010 
US$ for the EURO area. This seems to be group of successful fast recovering transition 
economies, with Croatia being a marginal case. Their growth pattern can be described 
by a J-curve.   

 The second group is consisted of slow recovery countries such as Romania, Russia, 
Kazakhstan, Bulgaria, Montenegro, and Turkmenistan. These economies managed to 
regain their initial GDP per capita level later than the first group, and their subsequent 
recovery is less steep. These economies represent the familiar but wide U-curve.  Here, 
also countries such as Macedonia, Albania, Serbia, Georgia, Bosnia and Hercegovina, 
Belarus, can be located, although with lower GDP per capita level reached in 2016, and 
relatively flat U-curve growth path. This group of countries manage to regain the initial 
GDP per capita level in later transition, after 2005, positioning itself in the group of 
upper middle income group.    

 Finally, the last croup includes countries that are still struggling to regain their initial 
GDP per capita. Countries such as Ukraine, Uzbekistan, Moldova, Tajikistan and 
Kyrgyz Republic. These countries’ growth pattern can be best described by a L-curve 
growth patter, showing their inability to recover in the course of transition.   
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Figure No. 2   GDP per capita (constant 2010 US$) in transition countries 

 
Data Source: World Bank (2017). World Bank national accounts data, and OECD National Accounts data files. 
Although relatively imprecise, the figure above suggests several observations:  
 
Additional indicator that should shed some additional light on the growth performances of 

transition countries is the real GDP per capita transformed into an index.  Namely, this indicator 
shows to what extent they have managed to increase their economic activity in the whole period of 
transition. The following Table 1 incorporates data series on real GDP per capita in constant 2010 
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US$ for 1990(column 2), 2016 (column 3) and GDP per capita transformed into indexes for 2016, 
with 1990 used as a base (1990= 100) (column 4).   

 
Table No 1 Summarized indicators 

(GDP per capita in constant 2010 US$ in 1990, 2016) 

Country Name 
(1) 

1990 (year for 
which data start) 

(2) 

GDP per 
capita 
2016 
(3) 

GDP per 
capita 
2016 
Index 

1990=10 
(4) 

Albania 1879.655 4711.98 219.39 
Armenia 1796.936 3924.93 180.52 
Azerbaijan 3118.547 5858.83 256.20 
Belarus 3102.973 6218.74 187.01 
Bosnia and Herzegovina 698.5643 (1994) 5305.56  
Bulgaria 4162.816 7929.49 155.73 
Central Europe and the Baltics 7145.678 14701.06  
Croatia 8475.136 (1995) 14372.07  
Czech Republic 13948.21 21707.49 159.05 
Estonia 7313.741 (1995) 17853.40 221.83 
Georgia 3524.779 4079.83 89.665 
Hungary 8813.613 (1991) 14840.39 151.49 
Kazakhstan 5890.276 10570.46 195.37 
Kosovo 1919.838 (2000) 3890.07  
Kyrgyz Republic 1095.933 1038.31 131.25 
Latvia 5132.953 (1995) 14714.67  
Lithuania 5322.42(1995) 15872.72  
Macedonia, FYR 3853.922 5222.83 141.30 
Moldova 1086.936 (1995) 2062.69  
Montenegro 4859.035 (1997) 7455.33  
Poland 5947.46 15048.98 251.93 
Romania 5345.854 10081.00 160.17 
Russian Federation 9534.496 11099.17 115.14 
Serbia 3153.383 (1995) 5852.08  
Slovak Republic 7675.588 (1992) 19237.95  
Slovenia 15062.82 (1995) 24356.94  
Tajikistan 1277.587 968.39 125.32 
Turkmenistan 3713.356 6986.86 289.22 
Ukraine 3965.383 2905.87 60.26 
Uzbekistan 997.4876 1961.46 305.27 

Data Source: World Bank (2017). World Bank national accounts data, and OECD National Accounts data files; 
and author’s calculations.  Due to lack of data for 1990 GDP per capita, some countries are not included in the final 
column.  
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In terms of the altitude of the index achieved in the course of transition, evidently, no 
convincing inferences can be made. Uzbekistan, which has GDP per capita of 1961.46 US$ (in 
constant 2010 US$) is recording the highest 305.27 index points. Turkmenistan, Poland Estonia, 
Azerbaijan and Albania, i.e. countries with various successes in terms of a GDP per capita level in 
2016 (column 2), they all record above 200 index point change in GDP per capita as compared to 
1990. On contrary, Ukraine, Georgia, record less than 100 index points, suggesting that these 
countries did not manage to regain their intimal level of GDP per capita in 1990. Or, in simple 
terms, while some countries managed to triple, or mostly double their initial GDP, some managed 
to recover only part of their initial position.  

The altitude of the index in comparison to the GDP per capita level in 1990 indicates that 
countries with lower GDP per capita levels manage to increase it for more on average, which is in 
accordance with the theory of catching up with more developed counterparts. However, even this 
tendency is not enough for some of the countries to reach higher GDP per capita levels, comparable 
to the ex- transition now EU members.  

Evidently, among the extremes of Slovenia and Tajikistan, (their growth patterns are the 
most distant on the figure above, marked in grew in the table above), there is an array of various 
growth patterns of the individual transition countries. A closer look into these patterns paves the 
way towards a new categorization of transition countries.  
 The first group featuring the “rapid-J growth curve” consists of transitional countries that 

succeeded in achieving sustainable growth after a relatively short period of time (Figure 2). 
This group comprises: Slovenia, Estonia, Czech Republic, Slovak Republic, Hungary, Poland, 
Latvia, and Croatia i.e. mainly CEECs. After an average of 3 years of decline of economic 
activity, they have been recording sustainable growth rates for a long period, on average 
overtaking their starting positions in 1997. The U - curve of growth that was usually used to 
explain exactly this group growth path, eventually turned into a rapid-J curve of sustained and 
increasing growth. It can be said that their growth path actually took the form of the famous U - 
shape growth path up till the mid - stage of transition (1997), characterized by two development 
stages: the first one with strong backward movements, reflected in decreased output and rising 
unemployment and inflation; and the second stage, characterized by recovery and 
macroeconomic stabilization (Blanchard, 1997). Afterwards, i.e. after 1997, in later transition, 
this pattern prolonged into a rising path that eventually transformed the U-curve into a J-curve, 
meaning that these countries managed to sustain their growth in the long term.  

 The second group featuring the “wide-U curve” comprises the countries that experienced 
delayed recovery: Albania, Armenia, Azerbaijan, Belarus, Bulgaria, Croatia, Kazakhstan, 
Latvia, Lithuania, Russia, Romania, Macedonia, Uzbekistan, Serbia and Turkmenistan (Figure 
2). On average, the recovery in these countries started 6 years after the beginning of transition. 
However, they managed to show gradual improvements as a group managing on average to 
reach their 1990 positions in late 2003, which is 6 years later than the rapid-J group of 
countries.  Their growth path can be described as a wide -U shape, different from the rapid-J 
curve.  

 The last group is the “L- curve” of countries, characterized by the absence of a second 
development stage of sustainable recovery. This group comprises Georgia, Tajikistan, Ukraine, 
Moldova and the Kyrgyz Republic. They show some slight improvements in the recent period 
but still they are far from regaining the level of 1990, or surpassed it very slightly.  

As it can be noticed all curves recorded reversals in late transition after 2008 due to the 
impact of the Global Financial Crisis, with it being most prominent in the rapid-J group and most 
modest in incomplete-U group.   
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6. Conclusion  
 
Now, three decades after the start of transition, it becomes clear that the familiar picture of 

the U-curve growth pattern established in the transition literature needs to be reassessed in order to 
be able to describe growth patterns other than those of the successful CEECs group, to include 
other transition countries that were less successful in the course of transition. When many features - 
real GDP index path, GDP growth rates path, the height of the index achieved and the volatility of 
growth rates - are analysed in concert, several other variations of the transition U-curve emerged. 
In turn, these variations informed a new categorization of transition countries: the rapid-J group, 
the wide-U group and the  L-curve group. Main aspect that differentiates groups is the shape of the 
GDP growth patterns in the three decades of transition.  

This newly identified categorization sheds some new light on the transition process itself. It 
shows that transition is not a simple U curve growth process, but a process characterized by strong 
differences in the main growth indicators. In turn, these need special attention when applying 
growth theory to, or undertaking growth empirics on, the course of transition. As shown, different 
paths of transition were identified in this study.  Identifying differences and common features of 
these growth patterns as well as their explanation using growth theory and empirics can be further 
avenues for research.  
                                                 
i CMEA was an organization so called the Council for Mutual Economic Assistance built up for closer cooperation 
among some of socialist countries. The Former Yugoslavia and Albania did not participate in this organization.  
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