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Abstract 

 

The global financial crisis and the sovereign debt crisis in the Eurozone led to a significant 

increase in the public debt-to-GDP ratio to record levels in many European countries, which 

sparked a discussion about the long-term fiscal sustainability of the member states of the 

European Union, in particular the countries of Central and Eastern Europe (Bulgaria, Czechia, 

Estonia , Hungary, Latvia, Lithuania, Poland, Romania, Slovakia and Slovenia). In light of the 

recent events of the global COVID-19 pandemic in 2020 and the massive use of expansionary 

fiscal and monetary policies around the world on an unprecedented scale, the issue of assessing 

fiscal sustainability will become an even more relevant issue in the future. 

 

Economic theory suggests that the continuous accumulation of public debt may cause a serious 

problem leading to the lack of long-term stability of the fiscal policy. This process may be one 

of the early warning signals of a potential debt crisis. While this issue has been thoroughly 

researched for the Eurozone countries, it still requires a detailed analysis for the countries of 

CEE countries due to their different characteristics resulting from the economic transition and 

the pace of nominal convergence. In connection with the above, two research questions were 

asked in the doctoral dissertation: 1) have the CEE countries managed to stabilize public 

finances after the occurrence of structural breaks in public finances as a result of the global 

financial crisis and the sovereign debt crisis in the Eurozone? 2) have the CEE countries 

achieved fiscal sustainability in a strong sense after the global financial crisis and the sovereign 

debt crisis in the Eurozone? 
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In order to answer the research questions, the dissertation formulated the following main 

hypothesis: the CEE countries, after the occurrence of structural breaks in their public finances 

during the escalation of the global financial crisis and the sovereign debt crisis in the Eurozone, 

demonstrated fiscal sustainability in a weak or strong sense and the degree of fiscal 

sustainability in a strong sense, if such a sustainability was achieved, did not depend on the 

exchange rate regime. 

 

The main aim of the dissertation is to assess the sustainability of fiscal policy based on the 

estimation of individual functions of fiscal reactions in the CEE countries in the years 2004-

2018, taking into account the impact of structural breaks on the condition of public finances in 

these countries during the global financial crisis. In addition, two additional objectives were 

formulated. The first is to check the dynamics of fiscal sustainability of the examined countries 

by estimating individual functions of fiscal reactions on rolling windows estimations. The 

second additional objective of the dissertation is to test the robustness of the fiscal sustainability 

of the examined countries to the occurrence of negative macroeconomic shocks, which to some 

extent simulates the fiscal reaction of these countries to the macroeconomic situation after the 

global COVID-19 pandemic. 

 

This doctoral dissertation complements existing research in several research aspects. Additional 

tests were applied to verify stationarity and co-integration, taking into account the occurrence 

of structural breaks in macroeconomic time series, quarterly data was used to obtain better 

precision of econometric estimations, and Monte Carlo simulations were carried out to analyze 

the sensitivity of fiscal sustainability in various macroeconomic scenarios. 

 

The dissertation presents the most important aspects of the issue of fiscal sustainability of the 

CEE countries in the period 2004-2018, in theoretical and empirical terms. The main hypothesis 

was positively verified and the additional objectives of the dissertation were achieved. First, the 

dynamics of the fiscal sustainability of the analyzed countries was examined by estimating 

individual fiscal reaction functions on rolling windows. On this basis, four categories of 

countries have been distinguished: countries with a clear constant tendency to improve fiscal 

sustainability (Lithuania and Romania), countries with a tendency to improve fiscal 

sustainability after an earlier deterioration (Hungary and Slovenia), a country with successively: 

strengthening, weakening and a moderate improvement in fiscal sustainability (Bulgaria) and 

countries with a tendency to weaken fiscal sustainability at the end of the period under review 



3 

 

(Czechia, Estonia, Latvia, Poland and Slovakia). In the case of the last group of countries, it 

should be assumed that the issue of maintaining fiscal sustainability will be an important issue 

for the governments of these countries in the area of macroeconomic policy in the future. 

Secondly, the robustness of the fiscal sustainability of the examined countries to the occurrence 

of negative macroeconomic shocks was checked, which is currently of particular importance in 

the context of the macroeconomic implications of the global COVID-19 pandemic. Therefore, 

it can be observed that the fiscal sustainability of the CEE countries clearly decreases along 

with the strength of the negative macroeconomic shock. 
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