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SUMMARY 

 

GENERAL ECONOMIC AND POLITICAL CONTEXT 

In the early 1990s, the Central and Eastern European countries had major political 

changes that created the conditions for moving from totalitarian political regimes to new 

political regimes based on the established values of Western democracies. The change of 

political regimes meant, from an economic point of view, the transition from a planned state 

economy to a capitalist market economy. 

This transformation was one with major implications in recent european history, both 

through the radicalism of transformation and the number of participating countries. 

The lack of any precedent has made on the one hand, this experience unique in its 

own way for each of the participating countries and, on the other hand, a real challenge for 

the European structures in the process of training and consolidation. 

Once the development direction was established, a long and cumbersome transition 

process was required for every country, with a long series of political and legislative actions 

dubled by a significant financial effort by the International Financial Institutions, in order for 

these countries to become consolidated democracies with a viable market economy, at the 

end of the transition period. 

TITLE OF THE THESIS 

Title of the Thesis: „The Impact of investments of International Financial Institutions 

on Banks in Central and Eastern Europe”  

The analysed economic problem and its importance  

As mentioned before, in the early 1990s, as a result of the political changes that have 

taken place, a large transition process has begun in the Central and Eastern European 

countries (CEE) from planned economies, which characterized the geographical area, to 

capitalist market economies. 

The banking financial sector, as an integrated part of the economies of these 

countries, has also undergone radical transformations in this transition process. First there 

was massive privatization of the banking sector doubled by a major recapitalization, coupled 

with a major change in bank management, in order for the offered services to be in line with 

the requirements of a market economy. This financial-banking transition could not be 
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achieved within a relatively short period of time without major involvement of the 

International Financial Institutions (IFIs) through: massive investment, legal and legislative 

assistance, know-how transfer, good practice , supporting efficient organizational and 

management methods, better corporate governance, etc. 

Taking into considerence this massive involvement of IFIs in the transition process in 

the financial and banking area, it is necessary to make the most extensive evaluations and 

research, both qualitative and quantitative, to provide a more accurate picture of the achieved 

effects and outcomes. 

 

Explanation of the approach taken 

Obviously, these involved IFIs also carry out their own assessments, studies and 

research on the effect of their involvement in this transition process. This does not exclude, 

on the contrary, it emphasizes the need for other evaluations, studies and researches, 

representing different points of view in order to finally have a clearer picture and a better 

understanding of the problem. 

As the direct investment of IFIs in CEE banks is, in my opinion, the determining 

factor of the IFI's involvement in this transition process and banking activities, a PhD 

research on "Investment Impact of International Financial Institutions on Banks in Central 

and Eastern Europe " is important and of high relevance. 

 

For whom it is of interest 

The impact of the IFI's investments on banks is of great interest, first of all for the two 

protagonists, namely: on the one hand, the IFIs, in their capacity as investors, and on the 

other hand, for banks, in their capacity as beneficiaries of the investments. In addition to the 

two main protagonists, a doctoral research on this subject could be of interest to various 

government institutions in CEE countries, international institutions, and individuals or legal 

entities involved in conducting studies and researches in this field. 

IFIs are directly interested in having a clearer picture, from different and credible 

sources, on how the investments made in these banks have achieved, or not, the purpose for 

which they were made, in order to be able to adapt better, eventually correct if necessary, 

medium and long-term policies in this area. 

Banks, on the other hand, as the main beneficiaries of these investments are also 

keenly interested in seeing the effect and quantifying the results of some of the investments 

they have benefited from. Clearly, banks have their own methods of analysis and evaluation, 
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but the existence of external studies and research for banks can only be useful in order to 

draw the most pertinent conclusions. 

 THE PURPOSE OF THE RESEARCH 

 

The purpose of the research 

The main purpose of the research was to assess the impact of the International 

Financial Institutions' investments on Central and Eastern European banks 

 

Analytical hypotheses from which it started 

• The possibility of identifying reliable, electronic data sources for the creation of the 

necessary data series; 

• The data are obtained correctly and in a sufficiently large number for the stability and 

accuracy of the solution, allowing for correct conclusions to be drawn; 

• The use of modern and well-established computer tools for the collection and 

processing of statistical data; 

• The econometric model has been correctly specified by choosing the right function 

and including important factors, so that the degree of determination is large enough; 

• The factors included in the model are independent of each other and are not correlated 

with each other; 

• The database was compiled according to published data, so in some situations, the 

analysis includes a timeframe until 2015. 

PROPOSED OBJECTIVES 

The proposed objectives of the thesis 

• Complete a first study on "The Impact of Foreign Investment on the Financial Sector 

in Central and Eastern Europe", for the Intermediate Doctoral Research Report; 

• Complete a second study entitled "Banking in Central and Eastern Europe in the 

Economic Crisis" for the Final Doctoral Research Report; 

• Because the contribution of the IFI is not only about investments in the selected 

banks, but also about the transfer of good practices and expertise in the field of 

banking management and corporate governance, an analysis of how these parameters 

influence the performance and efficiency of banks was conducted in the paper; 
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• Based a rigorous bibliographic research, an analysis of the banking sector from 

representative countries in the geographical area of CEE was carried out. The 

performance of the banking system in these countries was analyzed on the basis of the 

main indicators of the banking system and the interpretation of some SWOT analyzes 

presented in the literature; 

• As a consequence of the economic crisis, the non-performing loans of CEE banks 

have seen a significant increase, with all the negative consequences on their economic 

performance. A study was conducted to highlight how the bank ownership form 

influences the level of non-performing loans; 

• Carrying out a qualitative analysis of the impact of IFI investments on CEE banks by 

highlighting the pursued strategies and priorities, their destination, identifying the 

objectives and expected outcomes, as well as the used evaluation mechanisms; 

• Carrying out a quantitative analysis of the impact of IFI investments on CEE banks 

through an econometric study based on statistical data collected in cross-sectional 

view (Panel Data); 

• To be able to convey the impact of IFI investments, the European Bank for 

Reconstruction and Development (EBRD) was chosen as the most active institution in 

the area. The following were observed: the number of projects carried out, the 

strategy and the priorities of the bank in the respective countries, all of which are 

exemplified by representative projects; 

• Establishing an interdisciplinary, early-warning crises model, based on Fuzzy logic; 

• Assessing the implications of the new reality of interhuman communication based on 

social networking on changes in the business model of banks. 

 

The main methodological aspects  

Method of analysis and synthesis 

In all theoretical studies and analyzes of the PhD thesis, the method of analysis and 

synthesis was used as follows: after an extensive bibliographic research, materials 

for the topic approached were selected, followed by study, analysis and 

understanding of each individually, so that in the end, based on a „think and select” 

process, a personalized synthesis material to be made. 
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Functional analysis method 

This method has been frequently used in the elaboration of the thesis, as it allows to 

highlight and discover some interdependencies between different economic 

phenomena. The spreadsheet easily allows to highlight the evolution of a size or 

economic indicator, as well as the way they relate or interact with the other 

economic sizes contained in the same table. 

Graphical form is the more spectacular and intuitive version of functional analysis, 

also commonly used in the work. If graphically represented quantities are in the 

same axis system, then their evolution and interdependence are extremely easy to 

observe. For quantitative assessments, values from the coordinate system can be 

read or it recurs to the value series from which the function was built. The algebraic 

form of the method has been used predominantly in econometric modeling. 

Situational Analysis - case study 

Situational analysis is a method that demonstrates the validity of a principle, 

algorithm, method, approach method, etc. on a representative example, which can be 

taken as a model for solving a particular problem. In the thesis I used this method to 

illustrate the impact of the International Financial Institutions' (especially EBRD and 

IFC) investments on Central and Eastern European banks. 

Method of mathematical modeling 

This model is a schematic reproduction of an economic process. This method was 

used to illustrate the impact of the International Financial Institutions' investments on 

banks through a quantitative analysis following a mathematical modeling based on an 

econometric model. 

Analogy method 

Analogy involves the use of comparisons frequently present in analyzes and studies 

made in the doctoral thesis. 

The hypothesis method and omission method 

The hypothesis and omission method has been used in econometric modeling.  
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EXPECTED RESULTS 

 

Results on which there is consensus in the literature 

As mentioned before, for the analyses and studies carried out in the PhD thesis, the 

method of analysis and synthesis was also used. The basic principle of the method is to draw 

up, based on a bibliographic research and followed by an understanding process, a 

personalized synthesis study on the subject. Taking this approach into consideration, it 

follows that the results and conclusions formulated in these studies and evaluations, have a 

consensus in the literature with the results and conclusions presented in the bibliographic 

reference materials. I mention in this regard: the annual reports of the main International 

Financial Institutions (IMF, IFC and EBRD); Annual reports of major banks with major 

activities in the area (Raiffeisen, UniCredit and BRD); Risk ratings made by rating agencies 

(Standard & Poor's, Moody's Investor Services and Fitch Ratings), or the ratings of EU 

official bodies. 

In this context, I recall the following studies that can be found in the paragraphs of the 

thesis: The evolution of the macroeconomic environment of CEE countries over the last ten 

years; Performance analysis of CEE banks; EURO zone in the economic crisis; Analysis of 

the evolution of the banking sector in the CEE area under the conditions of the crisis and the 

effects of the economic crisis on banking regulations and strategies. 

 

Expected results 

• describing and analyzing the evolution of the ECE macroeconomic environment over 

the past ten years; 

• identifying the main causes that led to the outbreak of the economic crisis; 

• understanding how banks react and evolve in an economic crisis; 

• finding an early warning model of financial crises;  

• performing a survey of bank performance on a sample of countries in the CEE area; 

• highlighting the main causes that led to the alarming rise in non-performing loans; 

• determining the extent to which the level of non-performing loans depends on the 

ownership form of the banks; 
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• identifying the specific elements of the impact of IFI investments in banks within the 

CEE region; 

• analysing the way in which IFI investments in banks have been accompanied by a 

transfer of good practices and the implementation of a better performing management 

and corporate governance; 

• recognising a model of good practices at IFI institutions; 

• outlining the results of specific investment projects; 

• understanding and discussing the post-crisis regulations in the EU-banking sector; 

• explaining the change in the financing structure of banks; 

• defining certain particular elements of the new communication techniques based on 

social media, which are affecting the business model of banks. 

ACHIEVED RESULTS AND PERSONAL CONTRIBUTIONS  

Achieved results 

• completed a first study on „The impact of foreign investments on the financial sector 

in Central and Eastern Europe” for the intermediary research report as part of the 

School of Doctoral Studies; 

• completed a second study entitled „The banking sector in Central and Eastern Europe 

during the economic crisis” for the final research report as part of the School of 

Doctoral Studies; 

• analysed the evolution of the macroeconomic environment in the CEE countries 

during the last ten years; 

• identified the main reasons which led to the economic crisis and outlined them in a 

study on the EURO zone in the context of this crisis; 

• based on key indicators of the banking system and the interpretation of a SWOT 

analysis presented in the specialised literature, I studied the performance of banks in 

the CEE region for a sample of representative countries;  

• determined the underlying reasons which led to a dramatic increase of non-

performing loans in banks and highlighted the extent to which these loans depend on 

the ownership structure of banks; 

• since the contribution of the IFIs is not limited to only investments in the selected 

banks, but includes also the transfer of good practices and expertise in the 
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management of banks and corporate governance, I analysed the way in which these 

parameters affect the performance and the efficiency of banks. Therefore, I was able 

to identify how IFI investments in banks in CEE countries have been accompanied by 

good practices and a better performing management and corporate governance; 

• idenitfying a model of good practices in IFIs and presenting the results of selected 

investment projects undertaken by EBRD. The following aspects have been outlined: 

number or projects, strategy and priorities of banks in these countries, intended 

objectives and the expected results, as well as the evaluation mechanisms used. 

• in order to understand and discuss the post-crisis regulations in the banking sector of 

the EU, I presented and commented on these regulations and, in the same context, 

explained the change in the financing structure of banks; 

• to meet the main objective of the thesis, I completed a quantitative analysis of the 

impact of IFI investments on banks in the CEE region by an econometric study based 

on statistical panel data. For the analysis, I selected representative banks from CEE 

countries. The data series were sourced from credible databases. The econometric 

model and the analysis of the achieved results is presented extensively in the first 

chapter of the doctoral thesis. 

Personal contributions 

 Following a rigorous bibliographical research, I conducted an analysis of the 

banking sector for all representative countries in the CEE region. I presented and analysed 

macroeconomic data, the main indicators of the banking sector and the share of foreign banks 

in the total banking assets of each country. The analysis is supported by numerous data and 

graphs collected from credible sources. 

 In order to highlight the importance of corporate governance for the performance 

of financial institutions, I discussed in detail the extent to which the parameters of corporate 

governance (number of members in management, their degree of independence, the form of 

ownership and the existence of a risk committee for the supervision of risks in an institution) 

influence the performance and efficiency of a bank. 

 In relation to non-performing loans, I completed an analysis based on the 

ownership structure of banks. The study begins with a comparative analysis for five countries 

(Romania, Hungary, Poland, Bulgaria, Croatia) depending on macroeconomic indicators and 

characteristics of the banking sector. The group of chosen countries is heterogeneous, but we 
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can consider it representative for the CEE region. The countries are not from the euro zone, 

but are members of the European Union. 

The results of this study can be summarised as follows: 

(i) the share of non-performing loans to total loans and total capital was higher for 

state-owned banks than for private banks in the analysed sample; 

(ii) the provisions had an increasing trend in the period of the economic crisis (2008-

2010) and was felt at the level of the net profit of banks; and 

(iii) private banks seem to be able to manage more efficiently the problems related to 

non-performing loans than state-owned banks. 

 

As part of my personal contributions, I presented an interdisciplinary method of early-

warning of financial crises based on Fuzzy Logic.  

  The proposed and tested Fuzzy Model can be used as an additional instrument for 

the early warning of financial crises, which will supplement the provided information by 

other models and methods. The main advantage of the proposed Fuzzy method is the 

convenience with which such a model can be set up, allowing the initiation of studies in the 

periods leading up to the crises through various possible scenarios and the evaluation of the 

provided results. 

 The new reality of social media communication, specific to the young generation, 

cannot be ignored. The thesis therefore includes an analysis of the implications of social 

media on the changing business model of banks. Furthermore, it presents certain suggestions 

which could help the banks to attract a new generation of consumers: essentially, it is about 

offering a full range of services like mobile banking, transferring transactions from branches 

to digital channels, promoting personalised offers in real time on several channels, launching 

products through intelligent marketing campaigns on social media, applying the analysis and 

quantifiable estimates simultaneously with following attentively the reaction of clients. 

 The general conclusion is that the digital transformations have their own 

evolution, irrespective of the banks’ acceptance of applying them or not. The good news is 

that this new technology offers significant opportunities for development and growth, and the 

less good news is that those banks, which will not embrace this opportunity within a 

reasonable time, will be left with a decreasing number of clients and, in a more pessimistic 

scenario, with a loss of their business.  
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The relevance of the research 

 The relevance of the thesis can be assessed by the value and benefit of the 

achieved results and the personal contributions provided. The thesis includes a series of 

studies and analyses related to the general topic of the impact of IFI investments on banks in 

CEE countries. The relevance of these studies consists in the personalised way of analysing 

and synthesising the content and formulating the conclusions. 

 The studies and assessments made as part of the doctoral thesis are of use to all 

those interested in a better understanding of the economic context of the last two decades in 

the CEE region. Banks in these countries have been involved in a wide transition process, 

which has been affected by a considerable economic crisis.  

 The results of the research undertaken in the thesis relating to the impact of IFI 

investments on banks is of interest to IFIs, in their capacity as investors, and to banks, in their 

capacity as beneficiaries of these investments. Therefore, the conclusions of the studies and 

the econometric model are extremely relevant. 

  The model based on Fuzzy logic is relevant to all those interested in finding new 

methods of early-warning of financial crises. The proposed model is useful as an additional 

warning instrument, which allows the initiation of studies in the years leading up to the crises 

through various possible scenarios, which can be easily modelled. 

 The analysis of the influence of social media, as a communication tool of the new 

generations, on the business model of banks, is of relevance given the suggestions made by 

the author on this up-to-date topic.   

Brief presentation of the way in which the problem is being investigated  

 The investigation of the problem, which forms the object of the doctoral thesis, 

started with a research plan. This activity was divided into four main phases, for which I 

established objectives and estimated the achievement of results within certain parameters. 

 The first phase was dedictaed to completing the intermediary research project as 

part of the School of Doctoral Studies. This phase lasted for a year and was finalised with a 

theoretical study entitled „The impact of foreign investments on the banking sector in Central 

and Eastern Europe”. 

 The second phase consisted equally of a literature review and the completion of a 

study in the form of a final research project in the School of Doctoral Studies. This phase also 

lasted for a year and resulted in the report called „The banking sector in Central and Eastern 

Europe under the conditions of the economic crisis”.  
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 After these two phases, which involved the theretical studies of the topic, a third 

phase was introduced for the completion of the econometric model and the interpretation of 

the results. The objective was to achieve conclusive results which would allow pertinent 

conclusions to be derived. In order to reach this objective, I selected a model for the analysis 

of statistical panel data and, for the purpose of processing this data, I used the statistical 

software Stata.  

 The analysis focussed on a group of banks from the CEE region, for which I 

collected sufficient data series form credible sources, as well as key variables for the analysed 

problem, which would lead to conclusive results. 

 The fourth phase consisted of wiriting and editing the doctoral thesis. 

The comparability of the achieved results of the research with those obtained in other 

specialised studies  

The theoretical studies and analyses undertaken are sufficiently conclusive and in line with 

similar studies in this area. Certainly, they reflect a personal approach in the way they are 

presented, the priority of the covered topics and the formulated conclusions.  

The analysis of the impact of IFI investments on banks in the CEE region differs from similar 

analyses by the way it is presented and the sample of countries taken into consideration. 

The econometric model is different from other similar studies by the proposed objectives, the 

selection of banks, the data series used, the achieved results and their interpretation. 

The application of the Fuzzy logic for setting up early-warning models, is an interesting 

perspective, which is worth considering, but which requires further research and analysis. 

The existence and use of social media channels is an undeniable reality with major 

implications in all areas of the social and economic life. The topic is present in numerous 

analyses and research papers and the formulated proposals were made to highlight the need 

for the banks to change their business model in order to attract the new generation of clients. 

STRUCTURE OF THE THESIS 

The thesis is divided into five chapters, has 3 annexes and various bibliographical 

references.  

Chapter 1. Introduction  

The chapter starts with a brief presentation of the economic and political context of 

the countries in Central and Eastern Europe at the beginning of 1990s.  
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The change of the polictical regimes meant, on an economic level, the start of a 

transition process from a state, planned economy to a private, capitalist economy. Banking 

systems in these countries suffered deep transformations. International Financial Institutions 

got involved in this transition process through significant investments in banks in the CEE 

region. The chapter continues with identifying the scope of the research, the proposed 

objectives and the expected results and finishes with a summary of the achieved results and 

the personal contributions of the author.  

Chapter 2. The banking sector in Central and Eastern Europe in the context of the 

economic crisis  

Based on an extensive literature review, I completed a study on the banking sector in 

the countries of Central and Eastern Europe (CEE) in the context of the economic crisis. I 

researched the specialised literature in order to determine the causes of the economic crisis 

and its particularities for the CEE region. I continued by presenting the anti-crisis measures 

and the supervisory regulations on a European level as a result of the crisis. 

The financial stability and the post-crisis analysis are important aspects, which form 

part of this chapter. As a personal contribution, I proposed a qualitative method for the early-

warning of economic and financial crises based on Fuzzy logic. 

The chapter finishes with a few conclusions derived from the above analysis. 

Chapter 3. Analysis of the impact of investments of International Financial Institutions 

on banks in Central and Eastern Europe  

The study presented in this chapter has a qualitative nature, which complements the 

quantitative analysis of the impact of IFI investments on banks outlined in the next chapter. 

To begin with, the evolution of the macroeconomic environment of the CEE countries 

during the last ten years is discussed. The main characteristic of this period is that it includes 

an interval defined by economic growth, followed by the years of economic crisis and finally, 

by the post-crisis relaunch.  

The study continues with an analysis of the performance of the banking system in 

CEE countries from the perspective of IFI investments. I discussed the key indicators of the 

banking system in the CEE countries and a SWOT analysis based on a sampke of countries 

from the same geographic region.   
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In the final part, I introduced a paragraph dedictaed to innovative technologies and 

their impact on the business model of banks. Although, at first glance, it is not directly related 

to the topic of the thesis, I added this chapter since I consider that the development of social 

media, with the major implications it generates, cannot be ignored.  

I emphasized the importance for the banks of using these communication tools, through the 

social media channels, in order to be able to better promote their products, create more cost 

efficiencies and be closer to potential clients from the new generations. 

Chapter 4. Quantitative analysis of the impact of investments of International Financial 

Institutions on banks from Central and Eastern European countries based on an 

econometric model  

The chapter is entirely dedicated to the presentation of the econometric model used to 

highlight the impact of foreign investments on banks and to allow the formulation of 

conclusions. The structure of this chapter is as follows: 

Defining the topic of interest; 

Literature review; 

Identifying the indepedant and dependant variables and the series of data; 

The regression model, including: 

• Tabels with the estimated parameters, 

• Descriptive statistics, 

• Analysis of the results achieved with the regression model; 

The panel-data model with fixed effects, including: 

• Tabels with the estimated parameters, 

• Descriptive statistics, 

• Analysis of the results achieved with the regression model; 

Chapter 5. Conclusions, contributions and future developments of the analysed topic  

The final chapter of the thesis presents the conclusions derived from the analysis, the 

personal contributions of the author, the published papers and the proposals for future 

developments of the analysed topic. 

The paper includes four annexes:  

Annex A – Presentation of the main International Financial Institutions;  

Annex B – Analysis of non-performing loans based on the ownership structure of 

banks;  
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Annex C – Variation of the main indicators of the banking sector in Central and 

Eastern European countries;  

Annex D – Data series, application of the models and results of the empirical 

research.  

 

 

 

 


