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Executive Summary

Central and Eastern European (CEE) countries face a dual climate and innovation challenge.
While the European Union is accelerating toward its climate neutrality goals, achieving a
historic 8.3% drop in greenhouse gas emissions in 2023, many CEE member states risk falling
behind. Structural economic legacies, underdeveloped innovation ecosystems, and political
scepticism continue to slow the region’s progress. But within these barriers lies a significant,
and often overlooked, opportunity.

This policy brief argues that CEE countries have the potential to become drivers — not draggers
- of Europe’s green transformation. Despite modest innovation rankings, the region benefits
from a strong industrial base, emerging tech talent, and privileged access to EU financial
instruments designed to close the innovation gap. Strategic sectors such as automotive,
manufacturing, and energy provide fertile ground for decarbonisation, while success stories
like Rimac Automobili illustrate the region’s capacity to lead in next-generation clean
technologies.

However, realizing this potential requires a shift in policy and perception. Climate action must
be reframed not as a compliance obligation, but as an engine of economic modernisation and
competitiveness. This demands targeted national reforms, particularly in research, education,
and entrepreneurship, as well as more effective deployment of EU funding tools like the
Modernisation Fund, Innovation Fund, and Horizon Europe. Crucially, stronger cross-border
collaboration and inclusive public engagement strategies are needed to build lasting support
for the green transition.

The brief outlines seven actionable recommendations to help CEE countries unlock their green
innovation potential. These range from integrating climate and industrial strategies, to
fostering regional innovation hubs and shifting public narratives. A detailed implementation
table links each recommendation to relevant EU instruments, stakeholders, and timelines.

With political will and coordinated action, the countries of Central and Eastern Europe can
claim a leadership role in Europe’s green transformation, helping shape a competitive,
sustainable, and future-ready Europe.
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Introduction

Central and Eastern Europe is often cast as the climate laggard of the European Union - slow
to decarbonise, cautious on innovation, and politically ambivalent toward ambitious
environmental targets. But this framing, while grounded in facts, obscures something far more
consequential: the region’s potential to become a leader in Europe’s green transformation.

The paradox is striking. CEE countries are home to some of Europe’s most carbon-intensive
industries, yet also some of its most strategic manufacturing assets. They face deep structural
challenges, yet benefit from unparalleled access to EU funding, talent mobility, and growing
investor interest. And while public scepticism about the costs of climate action persists, there
is strong support for innovation, jobs, and competitiveness — precisely the outcomes that a
well-managed green transition can deliver.

The question, then, is not whether CEE can afford the transition, but whether it can afford to
miss it. The green economy is no longer a policy experiment. It is the direction of global
markets, investment, and industrial policy. For CEE countries, the challenge is not just to catch
up, but to leap ahead - to turn structural disadvantages into strategic breakthroughs.

Doing so will require more than money or mandates. It will require political courage, narrative
change, and the ability to build bridges: between innovation and industry, public and private
sectors, and national reform and regional collaboration. If Central and Eastern Europe can align
its assets with its ambitions, it will not only accelerate its own transition - it may just help
shape Europe’s.
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Turning Lag into Leadership

Amidst the aspirations of the European Green Deal (EGD), Central and Eastern European (CEE)
countries struggle with relatively low performance compared to their Western counterparts.
Concurrently, innovation rankings paint a sobering picture of the region's modest progress.
Yet, what if within these challenges lies a hidden opportunity? The potential for CEE countries
to spearhead a green technology revolution, propelling them towards achieving EGD goals and
fostering sustainable growth.

The European Union marked a major milestone in its climate efforts with the EU Climate Action
Progress Report 2024, documenting the largest annual drop in greenhouse gas emissions in
decades. Emissions fell by 8,3 % in 2023 compared to the previous year, bringing total
reductions to 37 % below 1990 levels (European Commission, 2024). Much of this progress
was driven by cleaner electricity production, thanks to a rapid scale-up of renewables and
continued improvements in energy efficiency.

But while the EU as a whole is moving in the right direction, a different story is unfolding in
parts of Central and Eastern Europe. Countries like Slovakia, Poland, Romania, Hungary,
Bulgaria, and Croatia are still grappling with deep-rooted structural and economic challenges
that make the path to climate neutrality much steeper. According to the European Environment
Agency, several of these countries are on track to miss their 2030 climate targets by a wide
margin, unless decisive action is taken soon (EEA, 2023).

Cumulative GHG Emissions Overshoot (2022-2050)
Without Additional Measures Scenario

EU Average 56%
Hungary 59%
Bulgaria
Romania

Croatia
Slovenia
100%

Poland

Slovakia 102%

0 20 40 60 80 100
Projected Overshoot (%) Above Climate Neutrality Path

Fig. 1: Cumulative Projected GHG Emissions Overshoot. Source: EEA (2023). Trends and projections in Europe 2023.
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https://commission.europa.eu/news/climate-report-shows-largest-annual-drop-eu-greenhouse-gas-emissions-decades-2024-11-05_en
https://www.eea.europa.eu/publications/trends-and-projections-in-europe-2023

This gap between EU ambition and national implementation raises a critical question: can the
region turn its current disadvantages into an opportunity and become a driver of Europe’s
green transformation rather than a drag on its progress?

Beyond the climate challenge, many Central and Eastern European countries also struggle to
keep pace on innovation. According to the European Innovation Scoreboard 2025, most
countries in the region remain in the “Emerging Innovators” category, with overall performance
well below the EU average (European Commission, 2025).

Poland, for example, scores just 65,9 % of the EU average on innovation performance, while
Slovakia follows at 62,6 %. Even the Czech Republic, which ranks among the region’s stronger
performers, only reaches 80,6 %, placing it in the “Moderate Innovator” group. These scores
reflect persistent weaknesses in areas such as R&D investment, public-private collaboration,
environment-related technologies, and patent activity.

Despite notable progress in some education and digital infrastructure indicators, the region
still faces a critical need to strengthen its innovation ecosystems — particularly when it comes
to turning research into market-ready solutions and fostering collaboration between academia
and industry.

Innovation Performance of CEE Countries (2025)

EU (2018 avg) | 100.0%
Bulgaria 56.0%
Slovakia 62.6%
Poland 65.9%
Romania | 66.0%

Hungary ""”'”""""”'"""'"""‘i """"""""""""""" I """""""""""'"""é """"""""

Croatia 80.6%

Czechia 80.6%

Slovenia 91.0%
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Innovation Performance (% of EU average, 2018 = 100%)

Fig. 2: Innovation Performance in CEE Countries. Source: European innovation scoreboard 2025.
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The Green Innovation Opportunity

Yet within these structural gaps lies a powerful opportunity for transformation. Despite lagging
behind in innovation rankings, Central and Eastern European countries possess tangible
strengths in sectors critical to decarbonization — especially transport, manufacturing, and
energy.

Slovakia is home to one of the highest per capita automotive production rates in the world,
hosting major manufacturers like Volkswagen, Stellantis, Kia, Jaguar Land Rover, and soon
Volvo. Hungary has attracted global players in automotive and battery manufacturing, while
Romania and Bulgaria offer diverse industrial bases that include metallurgy, energy, and
transport equipment. These sectors, often seen as emissions-heavy, could also serve as
springboards for green innovation.

Importantly, this potential is beginning to materialize. In 2023, renewable energy surpassed
coal in electricity generation for the first time across several Three Seas Initiative countries,
accounting for 39 % of the region’s electricity mix (European Commission, 2024). Falling costs
of wind and solar are reshaping national energy landscapes, making renewables the most
cost-effective source of new capacity in much of the region.

This green momentum extends to startups as well. While early-stage investment in CEE
remains below Western European levels, ventures in climate and mobility are gaining ground—
supported by EU funding and growing investor interest. One notable example is Rimac
Automobili, the Croatian startup that evolved into a global leader in high-performance electric
vehicles and battery systems. In Slovakia, Voltia is helping to decarbonise urban logistics with
electric delivery vans used by companies like DHL, IKEA, and GLS. These firms demonstrate
how even smaller CEE markets can carve out competitive niches in the climate economy. With
a strong industrial backbone and a rising pool of technical talent, the region has a real chance
to leap into the next generation of clean technologies—if the right enabling conditions are in
place.

Seizing the green innovation opportunity will require more than industrial capacity; it demands
bold, coordinated policy action from national governments. While CEE countries benefit from
geographic proximity to Western markets, a competitive cost base, and growing investment
interest, several systemic barriers continue to hold them back.

Access to capital remains a persistent challenge for early-stage green ventures, especially in
smaller domestic markets. Public R&D investment is often fragmented or insufficient, and
venture capital ecosystems are still developing compared to Western Europe. Education
systems, too, struggle to keep pace with 21st-century innovation demands. Curricula across
the region remain heavily geared toward traditional manufacturing, often neglecting the soft
skills, such as creativity, leadership, and interdisciplinary thinking, that are essential for today’s
innovation-driven economy.

Compounding these issues is the ongoing brain drain of high-skilled talent, particularly in
STEM fields. Many of the region’s most capable young professionals continue to seek career
opportunities abroad, depriving domestic ecosystems of the very expertise needed to drive
transformation. Limited technology transfer between academia and industry only deepens this
gap, with promising research rarely making its way into commercial application.

O 060 00 000 7


https://energy.ec.europa.eu/topics/renewable-energy/renewable-energy-directive-targets-and-rules/renewable-energy-targets_en

Underused Tools, Unmet Potential

Addressing these structural weaknesses requires targeted public policy, but also better use of
EU-level instruments. Programs like the Modernisation Fund, Innovation Fund, and the
Technical Support Instrument (TSI) are designed to help lower-income member states
transition to climate neutrality — but unlocking their full potential hinges on stronger
administrative capacity and more strategic deployment at the national level. Without a step-
change in how CEE countries support entrepreneurship, upgrade their education systems, and
encourage cross-sector collaboration, the region risks missing a rare window to advance its
economic and environmental competitiveness.

Funding Size &

Instrument
Scope

Designed for Advantage for CEE

g €48 billion (2021~ 13 lower-income MS Direct support for
Modernisation Fund 2030) from EU ETS incl. CEE energy transition
€40+ billion (2020- All MS; large-scale Supports risky
Innovation Fund 2030) clean tech industrial

decarbonisation

TSI ~€864 million (2021- All MS;  capacity No co-financing;
2027) building tailored expert support
Horizon Europe €955  billion total R&l across all MS Mission-oriented,
P (2021-2027) collaborative funding
. . ~€392 billion (2021- Regions across EU Smart specialization +
Cohesion Policy 2027) innovation support

Fig. 3: Key EU Financial Instruments Supporting the Green Transition in Central and Eastern Europe

While national-level reforms are essential, their impact can be significantly amplified through
deeper regional cooperation. Many of the barriers CEE countries face, such as limited market
size, regulatory fragmentation, and uneven access to capital, are shared across borders.
Tackling these challenges together can yield economies of scale, unlock knowledge exchange,
and increase the visibility and competitiveness of CEE innovations on the global stage.

Joint efforts to support green innovation can take many forms: coordinated R&D programs,
common investment platforms, or harmonized regulatory frameworks. Cross-border
cooperation is already encouraged through EU mechanisms like Interreg, and could also find
new momentum through regional formats such as the Three Seas Initiative or the Visegrad
Group. While these platforms have traditionally focused on infrastructure, connectivity, and
regional security, green innovation and climate-related collaboration could offer a fresh and
future-oriented agenda around which common interests align.
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https://commission.europa.eu/funding-tenders/find-funding/eu-funding-programmes/technical-support-instrument/technical-support-instrument-tsi_en
https://interreg.eu/

A more integrated approach to policy could also accelerate climate progress. For example,
aligning future investments under the EU’s Cohesion Policy or Horizon Europe missions could
help synchronize clean transport deployment and climate innovation across the region.
Pooling public procurement, sharing infrastructure, and building regional innovation hubs
focused on green technologies would make Central and Eastern Europe far more attractive to
investors and innovators alike.

By fostering a CEE-wide vision for the green transition — rather than fragmented national
strategies — governments can create a more resilient, competitive, and sustainable future for
the entire region. Maximising their impact requires not only national reform, but also regional
coordination and shared ambition.
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Reframing the Transition

Achieving the goals of the European Green Deal is not only a technical and economic
challenge. It is also a political and social one. In many Central and Eastern European countries,
public opinion remains wary of climate ambition, often viewing it as a threat to jobs,
competitiveness, or living standards. This scepticism is rooted in both recent history and
present realities. Countries still navigating the post-socialist transition are now being asked to
transform their economies once again — this time in the name of sustainability.

According to the EIB Climate Survey 2021-2022, a majority of respondents in CEE believe that
the green transition will lead to job losses. This contrasts sharply with more optimistic views
in Western Europe. The Eurobarometer Climate Survey (2023) similarly found that while 75%
of Europeans overall believe climate action will foster innovation, support for this view is
significantly lower in parts of the CEE region. In countries like Czechia, Latvia, and Estonia,
levels of uncertainty are noticeably higher than the EU average. This reflects not only a
perception gap, but also a deeper trust and information gap.

Yet here lies an opportunity. Policies framed around innovation, competitiveness and
technological leadership tend to gain broader support than those focused on restriction or
sacrifice. In this context, the European Commission’s shift toward a more industry-oriented
climate narrative, seen in the Clean Transition Dialogues and the Clean Industrial Deal, is
particularly relevant.

This new framing resonates strongly with CEE economies, where manufacturing remains a
cornerstone of GDP and employment. By positioning green innovation as a growth strategy
rather than a compliance burden, policymakers can build broader coalitions of support across
society, from industry leaders and researchers to municipal governments and younger
generations.

As long as decarbonisation is seen as externally imposed or economically punitive, resistance
will persist. But when climate policy is linked to tangible benefits — such as jobs, resilience,
and competitiveness — the political economy of the transition begins to shift in favour of
action.
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Turning Potential into Policy

To turn momentum into transformation, Central and Eastern Europe must go beyond
diagnosing challenges and begin acting on strategic priorities. The following seven
recommendations outline a policy blueprint to unlock the region’s green innovation potential.
They reflect not only the need for structural reforms, but also the urgency of narrative change,
cross-border collaboration, and smarter deployment of EU tools. By aligning these levers, CEE
countries can reposition themselves as frontrunners in Europe’s climate and industrial
transition.

1. Reframe climate policy as industrial and innovation strategy

National governments should integrate green innovation into industrial policy frameworks,
emphasizing job creation, technological leadership, and global competitiveness. Climate
neutrality must be framed as an economic opportunity, particularly in traditional sectors
like automotive and energy.

2. Strengthen domestic innovation ecosystems

Increase public investment in R&D and reform education systems to support cross-
disciplinary innovation. Encourage tech transfer through dedicated programmes
connecting universities with SMEs, startups, and industrial clusters.

3. Deploy EU instruments strategically

Improve national administrative capacity to absorb and align funding from the
Modernisation Fund, Innovation Fund, Horizon Europe, and the Technical Support
Instrument. Focus funding on projects that link decarbonization with industrial renewal and
regional cohesion.

4. Foster regional cooperation on innovation and infrastructure

Leverage regional frameworks such as Interreg, the Three Seas Initiative, and the Visegrad
Group to enable joint clean tech projects, cross-border infrastructure investments, and
coordinated R&D that overcomes market fragmentation.

5. Address public scepticism through inclusive communication

Engage businesses, municipalities, and civil society to promote green innovation as a
source of prosperity. Use locally relevant success stories and credible messengers to shift
narratives from restriction to opportunity.

6. Invest in applied research and demonstration projects

Bridge the gap between early-stage innovation and market adoption by supporting pilot

projects, living labs, and technology demonstration sites in key sectors like transport,
construction, and manufacturing.

O 060 00 000 1



7. Create regional innovation hubs focused on green tech

Establish place-based or virtual innovation clusters that bring together academia, startups,
corporates, and public institutions around mission-driven decarbonization goals. These
hubs can serve as engines of green transformation and regional competitiveness.

To support effective implementation, each recommendation must be aligned with the
appropriate governance level, institutional responsibility, and policy horizon. The table below
provides a structured overview of the actors involved, enabling policymakers to prioritise and
sequence actions according to national and regional contexts.

Recommendation

Key Instruments

Level

Key stakeholders

Timeframe

Reframe climate
policy as industrial
strategy

Strengthen
innovation
ecosystems

Deploy EU
instruments
strategically

Foster regional
cooperation

Communicate
inclusively to shift
public perception

Invest in applied
research and
demonstration
projects

Create regional
innovation hubs
focused on green
tech

Modernisation
Fund
Technical
Support
Instrument

Horizon Europe
Cohesion Policy

All  major EU
climate & Rl tools

Interreg

TSI
Local cohesion
funding

Innovation Fund
Horizon Europe

Cohesion Policy
Interreg

Fig.4: Policy Recommendations Summary Table

National

National

National

EU

Regional

EU

All levels

National

EU

Regional

National

Governments
Industry
associations
Media

Ministries of
Education &
Economy
Universities

National agencies
Governments

EC (DG CLIMA,
REGIO, RTD)

Regional
(v4, 3SI)
National ministries

groups

Municipalities
NGOs

Business leaders
Media

Ministries of
Economy

Research institutes
EC (REA)

EIT

Regional
governments
Universities
Industry clusters

Short -
Medium

Medium -
Long

Short -
Medium

Medium -
Long

Short -

Ongoing

Medium -
Long

Medium
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Conclusion: A Region Ready to Lead

Central and Eastern Europe stands at a pivotal moment — one that calls not only for catching
up, but for stepping forward. The region’s history of reinvention, its industrial depth, and its
emerging innovation ecosystems form the basis of a credible climate leadership story. But for
that story to unfold, a shift in mindset is needed: from compliance to opportunity, from
marginal adaptation to strategic transformation.

This shift will not come easily. Deep structural barriers remain, from underfunded research
systems to fragmented coordination and persistent public scepticism. Yet these obstacles are
neither permanent nor unique. CEE’s opportunity lies not in the absence of challenge, but in
the unique alignment of tools, timing, and talent. EU instruments are increasingly geared
toward levelling the innovation playing field. The political centre of gravity in Brussels is
moving toward industrial policy and competitiveness. And the appetite for practical, credible
solutions to the climate crisis is growing — within Europe and beyond.

The task now is to align domestic reform with these external openings. That means investing
in skills, strengthening research and innovation systems, removing bottlenecks for clean
startups, and translating technical capability into market impact. It means building cross-
sector coalitions that include industry, cities, universities, and civil society, not just ministries.
And it means telling a new story: one where green innovation is not a burden imported from
Brussels, but a strategy for prosperity shaped in Warsaw, Bucharest, or Bratislava.

With resolve and coordination, the region can lead - not in spite of its past, but because of
how it chooses to shape its future. The road to climate neutrality will define Europe’s next
chapter. CEE countries have every reason — and every means — to help write it.
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