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Q How has the infrastructure industry in Central Eastern Europe changed since the 

financial crash? 

Darko Jovanović, senior partner, Karanovic 

& Partners: Its recovery has mostly been driven 

by buoyant industrial activity. The economic 

recovery of Central Eastern Europe (CEE) 

countries started in the second half of 2013 and 

is still ongoing. That recovery positively 

reflected on the infrastructure industry and 

good times look set to continue for the 

construction market. 

It is notable that several countries are steadily increasing their spending on 

infrastructure, including road construction and major large-scale projects in energy 

and railways. While EU countries of the region are trying to realise infrastructure 

potential primarily by relying on the agreed EU strategies and policies, non-EU 

countries are still not applying consistent toolkits to enhance the necessary 

infrastructure growth. 

We see a strong footprint of Chinese companies, working on large road and railway 

projects (e.g. Corridor XI in Serbia, the Novi Sad (Serbia)-Budapest (Hungary) railway, 

the Bar-Boljare road in Montenegro and the Banjaluka-Prjedor road in Bosnia and 

Herzegovina), Russian state conglomerates are also engaged in energy and railway 

projects (predominantly in Serbia) and also IFI or EIB-funded infrastructure 

developments. 

Recently, certain EU countries have moved to these ‘alternative’ sources to 

infrastructure funding, a trend seen in Hungary (e.g. the regional headquarters of 

Bank of China and IIB in Budapest), Bulgaria (strong presence of Gazprom, Lukoil or 

Rosatom) and Croatia (Chinese-led construction of the Peljesac bridge). 

Kostadin Sirleshtov, managing partner, CMS Sofia, head of energy for CEE: Since 

the financial crash, the region, and especially new EU member states, has focused on 

EU funds. There were many hybrid structures for successful financing of infrastructure 

and Poland enjoyed a boom in the energy-from-waste field. More recent growth is in 

airports, where we have assisted the Serbian government on the completion of the 
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Belgrade airport concession. Recently, sea ports located in CEE have actively started 

seeking private investors to finance expansion, entering into public-private 

partnership or concession projects. 

Q Have countries in the CEE region been investing enough and where are there 

possible country-specific investment gaps or structural needs? 

Jovanović: Poland, the Czech Republic, Hungary, Slovakia and Romania achieved a 

notable success in 2017 when they were the fastest-growing region in the world 

(outside Asia-Pacific). The rise can be credited to the strength of external demand. 

Nevertheless, it should be noted that none of these countries managed to achieve 

high investment levels in the post-crisis period. 

As far as CEE is concerned, the Czech Republic and Slovakia have been consistently 

above the 25 per cent GDP investment level, while Slovenia and Hungary have 

fluctuated. In Southeast Europe (SEE), the situation is much worse. In the western 

Balkans for example, there are significant investment gaps and structural needs. 

Given the population size and respective European averages, one infrastructure gap 

would be motorways for the entire western Balkan zone. 

Level of public and private investments both in CEE and SEE countries has been 

below the levels experienced in countries that have successfully moved from middle 

to high income. Predicting and finding the exact needs is not an easy task, but 

opportunities exist for those who are able to digest emerging trends. 

Alexandra Rîmbu, Maravela Popescu & Roman 

Alexandra Rîmbu, partner, Maravela Popescu & Roman: Romania’s key objective 

is still to increase transport infrastructure, since the lack of it remains the most 

significant infrastructure-related barrier to business growth. Economies in Europe are 

dedicated to developing their infrastructure-related programmes, in order to 



increase the potential for more sustainable economic growth. CEE has made real 

progress after decades of under-investment (5,600km/3,480 miles of new motorways 

have been built over the past 20 years). The Three Seas Initiative should really 

improve infrastructure – it is a welcome and necessary programme. 

Q To what extent is the current regulatory framework favourable for capital investment 

and is there room for improvement in current legislation? 

Jovanović: Corporation tax across both the CEE and SEE regions ranges from 9 per 

cent to 21 per cent; the European average is around 19.3 per cent. 

There is a clear division between EU and non-EU member countries when it comes to 

the legal and regulatory framework for capital investments. While predictability with 

EU member countries is a positive factor in attracting new capital investments, 

western Balkan countries, for example, are facing serious challenges in that respect. 

Serbia only recently closed its first infrastructure PPP project (Belgrade airport 

concession) after years of delays in implementation of 2011 adopted PPP legislation. 

Bosnia and Herzegovina still does not have an umbrella PPP legislation, but 24 sub-

national administrative units are responsible for regulating this area. 

A positive aspect is that all of these countries have realised the significance of having 

a stable and predictable regulatory and legal framework as a pre-condition for 

attracting capital investments. They are working hard to adopt, implement and/or 

maintain such regulatory regimes and investment environments. 

Q What are the most significant ongoing projects you are seeing at the moment? 

Jovanović: Croatia’s National Energy Company is inviting all interested parties for 

the development and sale of renewable energy source projects – to liberalise the 

market and increase the proportion of renewable energy sources from 35 per cent to 

50 per cent. Serbia is investing heavily in its road, railway and water transport 

infrastructure. A tender for design and construction of the Belgrade metro, a huge 

transport infrastructure project, is expected soon. Waste water treatment, and 

potentially drinking water purification facilities, will be also be built as part of 

Belgrade’s infrastructure. 

A massive road infrastructure project was launched by the government of Serbia and 

just one part of the Corridor XI between Požega and Boljare will cost €1.5bn. The 

Bechtel-Enka consortium is very close to winning the construction mandate for 

construction of the Moravian Corridor, linking Corridor X and Corridor XI. A 

refurbishment of the railway infrastructure is being financed by the state, and river 

port logistics and concessions also analysed. 



In addition, Montenegro is finalising construction of a road that will link its coastline 

with the Serbian border and on though Corridor XI to the rest of central Europe. 

Their officials are also eager to structure construction of the Pan-Adriatic highway, 

through Croatia and Montenegro, ending at the coast of Albania. Podgorica and 

Tivat airport concessions are very close to launch and the first solar power plant in 

Montenegro is also in the pipeline. 

Kostadin Sirleshtov, CMS Sofia 

Sirleshtov: Following the successful closing of the international tender for the 

concession at Belgrade airport, we are expecting the completion of the Sofia airport 

procedure and the retendering of Plovdiv airport (Poland plans to develop this 

entirely new airport, able to deal with 60 million passengers per annum). 

In the field of energy-from-waste, we are expecting the tender for the Sofia 

cogeneration plant, a €200m project for 20 and 40MW electrical and steam output, 

while Warsaw is considering the development of a new waste incineration plant 

under a PPP scheme. There are many nuclear projects in the pipeline in CEE, the 

leading ones being the Paks Units 5 and 6 in Hungary, Cherna Voda Units 3 and 4 in 

Romania, Belene NPP in Bulgaria, and Temelin and Dukovany in the Czech Republic. 

Rîmbu: At the end of 2018, the Ministry of Transport released its plans for the next 

20 years and there are two major new roads envisaged. A recent study revealed that 

in Romania the EU funds absorption rate has increased (at the end of January 2019 it 

was 26 per cent of total allocated funds, while the EU average is of 28 per cent) and 

this certainly has a significant impact on ongoing projects and overall development. 

Other recent and ongoing projects include the extension of the two Bucharest 

airports, construction of Brasov city airport, construction of hospitals, rehabilitation of 

train stations and railways, and complex works on water transport systems. 



Q What political or economic events could be catalysts for future infrastructure 

developments? 

Jovanović: Maintaining political and economic stability is extremely important, 

especially in the western Balkan countries. Every country has a strategic goal of 

joining the EU, thus the main catalyst for maintaining peace and stability in the 

western Balkans is the European path of these states. Any disruption to the accession 

process brings about a high amount of political risk which can severely impact 

economic development. 

Globally, one of the greatest threats we are faced with today is isolationism and the 

huge obstacles being put up to free trade. Trade wars create an atmosphere in which 

business cannot be conducted and that, in turn, creates cautious investor sentiment. 

The rising trade tensions impact the performance of real economies, such as with 

Germany and its slowing economic growth. Brexit is relevant, but it remains to be 

seen how much is going to ‘spill over’ from the UK border. Officials and experts have 

already predicted a no-deal Brexit would be chaotic for the British economy, but we 

will have to wait and see how it impacts the rest of the world. 

All governments, and especially those in the western Balkans, must remain 

committed to systematic reforms in order to create a true atmosphere of 

predictability in their legal and regulatory systems. 
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