
Wages are rising at double-digit rates
across much of Central and Eastern Eu-
rope, but Cisco Systems is sitting tight,
with 16 offices spanning the region. 

“High wage inflation is there, with some
pockets in the area more affected than oth-
ers,” says Agnieszka Halas, Cisco’s human
resources manager for Central and Eastern
Europe. “But the economies are showing
healthy growth, and from a long-term per-

spective wage inflation does not affect our
strategy. It’s not a showstopper.”

Based in San Jose, California, Cisco
generates $40 billion in annual revenue
and employs 66,130 workers worldwide,
with 28,700 employed outside the U.S. The
company moved into Central and Eastern
Europe in 1995, when unemployment in
the region was high, wages were low and
foreign investment was still nascent. Those

conditions shifted rapidly in the next de-
cade, but Cisco remains committed to be-
ing a major presence in the region. This
year, it will train 51,000 students in Central
and Eastern Europe in information and
communications networking skills. 

“Years ago, some companies invested in
the Central and Eastern European region
for the sole reason of labor-market price ad-
vantage, but those days are over,” says Scott

Looking Beyond Wages
While some multinationals are recalculating the offshore-labor-cost equation, many companies in Central
and Eastern Europe are taking a broader view of foreign investment and workforce management.
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PAY PRESSURE IN POLAND   
Increase in average monthly gross wages and salaries in Poland, Q1 2007-Q1 2008

Source: Central Statistical Office, Poland (www.stat.gov.pl)

THE SHIFTING COSTS OF LABOR    
Percentage change in hourly costs from same quarter of previous year,
workday-adjusted, Q2 2007-Q1 2008

Q2 ‘07 Q3 ‘07 Q4 ‘07 Q1 ‘08

Europe 2.7% 2.6% 2.9% 3.3%

European Union 3.6 3.8 3.6 4.3

Bulgaria 15.4 17.7 18.0 19.4

Czech Republic 8.5 8.8 6.9 10.9

Estonia 18.8 20.6 20.4 17.5

Latvia 28.8 30.0 30.1 33.3

Lithuania 21.4 19.9 20.5 26.2

Hungary 11.9 9.1 7.6 10.1

Poland 11.4 11.9 11.2 13.9

Romania 24.3 23.2 21.6 19.6

Slovenia 5.6 7.2 4.3 9.1

Slovakia 8.0 7.8 8.1 5.3

Source: Eurostat (http://ec.europa.eu/eurostat)

6% Annual GDP growth in Central and Eastern
Europe in 2007 5% Predicted annual GDP growth in Central and

Eastern Europe in 2008
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