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PREFACE

Each year, the Directorate-General for Regional Policies of the Commission of the European
Communities launches a number of studies in the field of Regional Policy and Regional Plan-
ning. These studies mainly aim at providing a basis for policy formulation internally, as well as
the preparation of programmes and initiatives and a basis for analysing the impact of current or
planned activities. The most interesting or innovative of these will now be published in a series
entitied ‘Regional Development Studies’. With this series the Directorate-General hopes to stim-
ulate discussion and action in a wider sphere on the research results received. The publication
of the studies is addressed to politicians and decision-makers at European, regional and local
level, as well as to academics and experts in the broad fields of issues covered.

It is hoped that by publicizing research results the Commission will enrich and stimulate public
debate and promote a further exchange of knowledge and opinions on the issues which are
considered important for the economic and social cohesion of the Community and therefore for
the future of Europe.

Readers should bear in mind that the study reports do not necessarily reflect the official position
of the Commission but first and foremost express the opinion of those responsible for carrying
out the study.






FOREWORD

This report comprises the Final Report to the Commission of the
European Communities for the project Socio-Economic Situation and
Development of the Regions in the Neighbouring Countries of the Community
in Central and Eastern Europe.

The report presents an overview of regional economic conditions and
regional development strategies and options in six countries of Central and

Eastern Europe - Bulgaria, Czechoslovakia, Hungary, Poland, Romania and
Yugoslavia - as well as East Germany (formerly the German Democratic
Republic).

The research project was undertaken by the European Policies Research
Centre in collaboration with the following specialist research institutes:

- Vienna Institute for Comparative Economic Studies, Austria

~ National Centre for Regional and Urban Development, Bulgaria
- TERPLAN, Czechoslovakia

- Niedersachsishes Institut fuer Wirtschaftsforschung, Germany
- UNCHS Habitat, Hungary

- European Institute for Regional and Local Development, Poland
- Institute of Geography, Romania

- Civil Engineering Institute, Yugoslavia

The research team, which was assembled at short notice during March
1990, collected and analysed a considerable volume of information and data
in a short space of time. For much of the project, the team worked under
considerable pressure to meet deadlines, despite problems due to the
absence or inadequacy of data and delays or intermittent functioning of
postal and telecommunications systems. The comprehensive contributions,
professional advice and goodwill of the project participants in response to
extensive requests for information was highly valued.

The research team received cooperation from a wide range of Central
and Eastern European government departments and national statistical
offices whose assistance was appreciated. The project team would also like
to express their thanks to Adrian Dierx, Ronnie Hall and Leo Kowalski from
DG XVI of the European Commission for their guidance and advice throughout
the course of this project.

Finally, it should be noted that most of the research for this report
was carried out during 1990. The rapidity of political, economic and
social change in Central and Eastern Europe means that some conditions will
inevitably have changed since the report was written.

European Policies Research Centre
University of Strathclyde
Glasgow

November 1991
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SUMMARY AND CONCLUSIONS

This report provides an analysis of regional socio-economic
development c¢onditions in Central and Eastern Europe. It also undertakes
an evaluation of regional and structural policy reforms implemented in
East Germany and the "Six" i.e. Bulgaria, Czechoslovakia, Hungary, Poland,
Romania and VYugoslavia. The following section provides a summary of the
main issues and conclusions to emerge from the analysis of regional
disparities and problems and the evaluation of policy responses.

A. REGIONAL DISPARITIES AND PROBLEMS

Part I of the report examines regional conditions and disparities in
Central and Eastern Europe relating to population and demographic trends,
patterns of employment and unemployment, output and income differences,
foreign investment flows, environmental conditions, and the provision of
technical and social infrastructure.

(1) The distinctive feature of regional economic structures in Central
and Eastern Europe is the predominance of primary and secondary
activities. In the manufacturing sector, the spatial distribution
of industry is often highly concentrated which presents major
challenges for regional economic restructuring, especially in
monostructure regions.

The structure of employment in Central and Eastern Europe is strongly
biased towards the primary and secondary sectors. The employment share of
industry (including construction) 1is large by EC standards, averaging
almost half of the economically-active population in Central and Eastern
Europe compared to one-third in the Community. Heavy industry accounts for
much of the industrial employment, notably in the engineering, chemicals,

textiles and ferrous metals sub-sectors. Regional disparities in
industrial employment are greatest in Poland and Romania, reflecting the
continued importance of the agricultural sector. Regional industrial

employment shares range from 12 to 61 percent in Poland, for example. Both
Hungary and East Germany also have significant north-south differences in
regional industrial employment as a consequence of the bias in industrial
employment in the southern Laender of East Germany and the north-eastern
and north-western parts of Hungary.

By contrast, the service sector in Central and Eastern Europe has
hitherto been comparatively underdeveloped. Employment shares in the
so-called "non-productive" sectors, combined with transport and
communications and trade and commerce, are generally in the range of 30-40
percent of total employment. The exception is Romania where the service
sector is extremely small (25 percent). At regional level, only in the
capitals and major cities, eg. Sofia, Prague, Bratislava, Budapest and
Warsaw, does the share of service employment exceed 50 percent.

The organisation of industry has featured a considerable degree of
vertical integration in large production units. Industry has been almost



entirely in state-ownership, operated through centrally-planned "national
enterprises"”. In Hungary, for instance, more than 80 percent of
manufacturing employment was accounted for by 1,140 state-owned enterprises
with an average of more than 1,000 employees.

The spatial distribution of industry is based on major
industrial-urban agglomerations in the form of industrial ‘"zones" or
"axes". For the most part, these equate with the availability of raw

materials: Hungarian heavy industry is concentrated along an "energy axis"
running from the north-east to the south-west of the country corresponding
to the availability of coal, non-ferrous ores and other primary industrial
raw materials. Polish industrial development is also based primarily on
resource exploitation (coal and iron-ore mining), notably around Upper
Silesia, Lodz and Walbrzych. Similarly, much of Yugoslav industrial
development is in the north - Slovenia, Croatia, Bosnia and Vojvodina -
related to the availability of iron ores, o0il and agricultural products;
while the geography of industrial development in Romania is dominated by
the availability of o0il in the central and south-east of the country.

Across the region as a whole, eastern areas were favoured as sites to
facilitate the processing of raw materials imported from the Soviet Union.
Other important location factors include water supplies (especially for the
chemicals industry) and manpower availability - a crucial factor in the
drive for rapid industrial growth.

In addition to the locational influence of basic raw material supplies
and other factors, state planning has attempted to impose
centrally-determined patterns of industrial location. Since 1950, the
Polish government has developed five new industrial areas in the central
and southern parts of Poland (Konon, Legnica-Glogow, Tarnobrzeg, Oulawy and
Plock), based on copper, sulphur, coal and other energy resources, in order
to counter-balance the concentrations of industrial growth in older
industrial regions. In Bulgaria, most industrial capacity is located
within an area defined by an elliptically-shaped transport route (based in
the centre of the country but running through all the Bulgarian regions)
which has been used to determine the location of industrial enterprises.
State planning in Hungary has also attempted to distribute industry more
evenly - away from the capital Budapest and southwards from the northern
"energy axis" to cities such as Szeged, Pecs and Debrechen, as well as to
several smaller and medium-sized towns.

Economic restructuring will affect all areas. The experience of
Central and East European countries with more advanced economic reforms is
that even comparatively "strong" industrial sectors may be affected by
economic collapse because of uncompetitive processes and products. Some
regions, which have a relatively diversified industrial structure, should
be able to manage the transition better, enabling job losses in particular
sectors and enterprises to be more easily absorbed. However, even
diversified structures do not guarantee restructuring free of economic
dislocation and hardship. '

The impact is likely to be particularly severe where the large scale
and organised division of industrial operations is based on individual, or
a limited number of heavy industrial sectors ie. monostructure regions
with few alternative job opportunities. Many of these sectors are now at
risk from economic restructuring and associated major regional problems,
notably in areas dominated by raw materials such as coal and metal ore, and
industrial sectors 1like heavy engineering, chemicals and textiles. The



closure of particular industrial plants, or the decline of production, with
redundancies as a natural consequence, are likely to cause some of the most
serious regional problems. Even if output rises, the productivity increase
arising from investment in new machinery will lead to job losses.

Further disadvantages may arise from the cessation of armaments
production or the conversion of armament factories to c¢ivil production.
Although alternative production may safeguard some jobs, it is likely to
yield considerably lower earnings for employees. The reorientation of
trading relationships away from trade and barter agreements with the Soviet
Union, and the break-up of the CMEA, could also be detrimental. It has
been estimated that, for some regions, this could involve a loss of
production of up to 50 percent.

In summary, therefore, economic restructuring will lead to a
short-term decline in employment and performance in nearly all sectors of
economic activity. This is likely to be a nationwide phenomenon. However,
monostructure regions, raw material based regions, under-industrialized
regions, and Soviet export-oriented areas are likely to be most affected.

(2) The agricultural sector also accounts for signficant employment in
Central and Eastern Europe. Privatisation and productivity
improvements will have a considerable impact on certain regions.

There are several inter-related regional development problems relating
to agriculture, all of which could lead to a rise in unemployment as a
consequence of restructuring. Privatisation and efficiency improvements
such as greater use of technology and improved local infrastructure could
lead to major job loss and outmigration.

First, the proportion of employment engaged in agriculture is very
high, by West European standards, in parts of Central and Eastern Europe.
The agricultural sector (including forestry and fishing) accounts for 21
percent of employment, compared to a figure of eight percent for the

European Community. The main differences are between countries:
agricultural shares range from 10-11 percent in East Germany and
Czechoslovakia to 27 percent in Poland, Romania and Yugoslavia. Within

countries, regional disparities are relatively low, with the exception of
Poland where the maximum regional employment share in agriculture exceeds
60 percent and eight further provinces have more than half of all employees
working in the agricultural sector.

The process of agricultural change is likely to reduce the 1labour
intensity of agriculture considerably. Even in areas like the fertile
agricultural regions of the Great Hungarian Plain, the efficiency of food
production will have to be raised significantly to compete on world
markets, especially against highly-subsidised products from other
countries.

Second, large areas of agricultural land have, in the past, been
nationalised and organised into cooperatives. This varies between
countries: in Czechoslovakia and Romania, almost 90 percent of
agricultural 1land was nationalised. By contrast, in Poland 75 percent of
the land 1is privately owned; in Hungary and Yugoslavia the equivalent
figures are 70 and 83 percent respectively. State-owned agriculture was



characterised by vast agricultural complexes. Bulgaria has 300 complexes,
averaging 18,000 ha each and covering four-fiths of the agricultural land.
Paradoxically, in view of the previous point, the redistribution of 1land
may increase the labour-intensity of agriculture: the consequences of
privatisation may be a rising input of manpower, a return to subsistence
farming especially in countries with the most severe employment problems,
and declining productivity.

Third, there is the problem of underdevelopment. In parts of Central
and Eastern Europe, conditions for agriculture are good with fertile soils
and favourable climate. Examples include north-east Bulgaria, southern
Romania, east of the Danube in Hungary, along the rivers Elbe (central
Bohemia) and Morava (central and southern Moravia), and in western and
eastern Slovakia, in Czechoslovakia, and along the rivers Sava and Danube
(Panonia Lowland) in Yugoslavia. However, in terms of efficiency and
productivity, many agricultural regions are relatively backward, again
mainly because of lack of appropriate infrastructure and technology. In
Hungary, it is estimated that unfavourable conditions (upland terrain, poor
soils, inadequate technology etc) in the highland and mountainous parts of
the country would, in a free-market situation, make farming unprofitable in
the case of 30-40 percent of agricultural units. 1In Poland, half of the
2.75 million farms, mainly in the central and southern parts of the
country, are less than five hectares in size; and in Yugoslavia, the size
of private sector holdings averages c.3.5 hectares.

(3) Infrastructure deficiencies present a major obstacle to economic
restructuring. Peripheral areas of individual countries, and the
eastern parts of Central and Eastern Europe appear to be particularly
badly served.

The shortage of infrastructure is considered a major causal factor of
many current problems in Central and Eastern  Europe. Transport
infrastructure in the region is generally of poor quality and overloaded.
For example, rail networks are extensive but significant parts are
one-track (in Hungary only 14 percent is double track), the 1load-bearing
capacity is 1low, and many sections are not capable of high-speed travel.
Electrification is limited, and the rolling stock suffers from
under-investment. With respect to the road network, in both Czechoslovakia
and Hungary less than one percent of the total road network consists of
express highways, and many rural roads are not metalled.

There are two main characteristics of regional communications
infrastructure provision in Central and Eastern Europe. First,
infrastructure development relating to transport and telecommunications in
most countries has concentrated on the major urban areas and the axes of

economic activity: eqg. Sofia-Varna and Sofia-Bourgas in Bulgaria;
Prague-Brno-Bratislava (the only express highway links) in Czechoslovakia;
and within the Budapest region in Hungary. The concentrations of

urban/industrial development in the southern parts of East Germany (and in
Berlin) are also associated with higher levels of telephone ownership and
living space. In Poland, the provision of telephones in rural, eastern
parts of the country (eg. Ostroleka, Siedlce, Krosno or Cezestochowa) is
less than half the level in Warsaw, Lodz or Krakow. The concentration of
infrastructure in core regions means that infrastructure and services in
rural areas, and connections with peripheral and border regions, are very



secondary. This pattern has in turn encouraged further concentration of
industrial location of economic activities and agglomeration.

The second characteristic is the west-east difference in
infrastructure provision; the availability of infrastructure decreases
with distance from Western Europe. This reflects the history of
industrialization in different countries and investment for military
purposes. Thus, the density of road and rail network is relatively high in
East Germany, although the quality of construction and maintenance is very
poor. In Poland, the main feature of transport infrastructure is in the
decline density from western to eastern regions of the country (egq. a
decrease of railway track from 12km to 4km per 100 sq.km and a reduction in
road surface from 70km to 40km per 100 sq.km).

Social infrastructure, in the form of basic education and healthcare
facilities, appears to be relatively evenly distributed, although
insufficient information is available for substantive conclusions regarding
regional differences to be drawn. 1In both fields the major problem is
quality rather than quantity. Healthcare and educational facilities are
characterised by under-investment and serious shortages of equipment and
materials.

(4) A key indicator of the effects of reform policies and econonmic
restructuring is unemployment. Agricultural regions have experienced
the most immediate effects, but in the medium term it is likely that
certain industrial regions will experience very severe job losses.

Explicit unemployment is a relatively new phenomenon in Central and
Eastern Europe (except for Yugoslavia), although "hidden unemployment" has
always been in existence. At the end of 1990, estimates of unemployment
ranged from 1-5 percent in Bulgaria, Czechoslovakia, Hungary and Romania,
5-10 percent in East Germany and Poland, and over 10 percent in Yugoslavia.
However, estimates predict that unemployment will exceed 10 percent in most
Central and East European countries during 1991-92. Across the region, it
has been suggested that unemployment could reach 12-14 million in Central
and Eastern Europe by 1994.

A feature of the employment situation in East Germany, in particular,
is the extent of unemployment concealed through short-time work
arrangements. Many short-time workers are expected to be made redundant in
the course of 1991. The total under-employment in East Germany, comprising
unemployment and under-employment, was estimated at 30 percent of the
economically-active population at the start of 1991.

In the short term, the most immediate effect of restructuring has been
in the agricultural sector where the introduction of privatisation and
efficiency improvements is resulting in serious job losses. These regions
are also characterized by vulnerable industries, a predominance of
companies with low market share, fewer immediate alternative employment
opportunities and 1low political "bargaining potential”. Low levels of
industrialization, backward infrastructure and high birth rates usually
made unemployment widespread in these areas even before restructuring.
Thus, the highest unemployment in East Germany has so far occurred in the
rural parts of Mecklenburg-Vorpommern, notably in the districts of Schwerin
and Neubrandenburg. Likewise, unemployment rates are highest in the
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agricultural parts of Czechoslovakia (West and East Slovakia), Yugoslavia
(Macedonia) and Poland (eastern provinces).

In the medium term, however, industrial areas will be affected to a
greater extent than agricultural regions. Traditional industrial sectors
are likely to experience the greatest levels of unemployment as a result of
economic restructuring, since many firms have been inefficient,
unproductive, labour-intensive and heavily subsidised. The highest job
losses can be expected in monostructure raw material, heavy industry and
Soviet trade-based regions. The impact of restructuring on these regions
has hitherto been limited because industrial closures have yet to take
place on a significant scale, and there is considerable hidden unemployment
and underemployment (eg. short-time working).

(5) Demographic indicators produce a highly differentiated map of
regional population change across Central and Eastern Europe. The
distribution of population is characterised by agglomeration
tendencies in some major cities and peripheral depopulation and
underdevelopment. Inter-regional and international migration flows
may increase, encouraged by the effects of restructuring.

There is considerable regional variation in population trends across
Central and Eastern Europe. In most countries, there are regions with
birth rates exceeding 14 per thousand population. Death rates are also
high (and have been increasing recently), with regional levels exceeding 12
per thousand. However, regional disparities are significant, and
differences in the rate of population change between regions range from 10
to 20 percent, especially in East Germany and Czechoslovakia.

The rate of population growth should continue to decrease as birth
rates fall further. Death rates should also decline significantly as
health care and environmental conditions are improved, and the consequent
ageing of the population is likely to produce age structures similar to
those in West European countries. Nevertheless, economic development
differences, the influence of religion and the presence of regional
minorities will maintain considerable spatial variation in population
change, notably with respect to birth rates, between and within countries.

The distribution of population is characterised by significant
concentration and agglomeration in some major cities. Capital cities such
as Prague, Budapest and Sofia have seen population development
out-stripping the provision of services. The consequence of agglomeration
has been the deprivation or neglect of smaller rural localities,
particularly those in border areas and remote or upland regions.
Depopulation and underdevelopment is a common characteristic of peripheral
regions (especially in Bulgaria and Romania) which were deprived of centres
large enough in size and functions to counter negative migration processes.

The effect of a very imbalanced distribution of population, associated
with considerable upheaval arising from industrial and agricultural
restructuring, is 1likely to be substantial migration. The restructuring
processes 1imply a significant reallocation of production factors arising
from the break-up of major state enterprises, the closure of loss-making
firms and increases in productivity. The mobility of labour will be an
essential part of the process, yet population migration could also be an
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undesirable consequence of lack of jobs and poverty.

On the other hand, the mobility of labour is constrained by an overall
decrease in employment opportunities. Growing regional differences in the
price of housing (apart from the general housing shortage) will alsc reduce
mobility.

In the past, migration in Central and Eastern Europe has been largely
inter-regional within countries apart from the repatriation of ethnic
minorities and emigration to the West following political wupheavals.
Inter-regional migration has been substantial (regional gains and losses of
+/- 10 percent over the period 1980-88) and dominated by movement from
backward to advanced regions and movement from rural to urban areas.

In the future, international migration to Western Europe could present
Central and East European with major problems of labour shortage arising
from the 1loss of young and skilled people. Within countries, less
developed rural areas could be severely affected as a result of further
rural-urban and inter-regional outmigration losses combined with a falling
birth rate, an ageing of the population (as death rates fall), and fewer
employment opportunities.

For the present, however, migration has not yet caused major 1labour
shortages. The exception is East Germany which has hitherto been most
affected by migration flows. A combination of the desire for consumer
goods, wage differentials of around 35 percent (between West and East
Germany), rising unemployment in East Germany and major differences in
living standards has caused "intra-German" migration of about 256,000
people during 1989 and 238,000 in the first half of 1990. During 1989-90,
much of the high level of emigration from East Germany originated in the
southern regions (Sachsen lost almost three percent of its population
during 1989-90). The outmigration continues at a high rate; in early
1991, 10,000 people per month were leaving from Sachsen alocne.

In Poland it has been estimated that up to 12 million people are
"potential migrants". Although it is unlikely that migration will actually
involve such large numbers, it is anticipated that major migration will
take place - particularly from the Upper Silesia region (and surrounding
area) - if industrial restructuring causes high unemployment and if severe
environmental damage is not rectified. 1In Central and Eastern Europe as a
whole, more than 1.3 million people (including citizens of the Soviet
Union) have migrated to the West since the political events of 1989. The
high levels of unemployment may increase this flow as people seek
employment opportunities and higher living standards in Western Europe.

(6) Environmental pollution of soil, water and air is a consequence of
major industrialisation combined with inadequate technology and
under-investment in waste processing. In certain regions, the impact
of environmental degradation is extremely severe, although the worst
effects seem relatively localised.

The scale and nature of environmental problems in Central and Eastern
Europe are the result of rapid industrialisation and massive exploitation
of raw materials combined with inadequate environmental controls or
consideration of environmental impact. The use of low-grade brown coal as
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an energy source, inefficient industrial and transportation technology and
under-investment in processing and purification facilities have contributed
to major air and water pollution as well as the despoilation of forests and
countryside. Poland, Czechoslovakia and East Germany appear to face the
most widespread and serious environmental problems, primarily in regions
with a high concentration of extractive and processing industries.

Environmental conditions are sub-standard, by comparison with Western
Europe, in many parts of the region. The consequences are apparent in
health effects such as pollution-related diseases, high infant mortality
and 1lower 1life expectancy. However, extremely severe pollution (eg.
relating to very high sulphur dioxide emissions or concentrations of heavy
metals in rivers or soils) tends to be restricted to 1localised and
contained areas. These include Upper Silesia (in Poland), North Bohemia
and North Moravia (Czechoslovakia), Halle and Cottbus (East Germany); the
Sofia region (Bulgaria); Jesenica in Slovenia (Yugoslavia); and Resita
and Copsa Mica (Romania). Clearly, policy efforts will be concentrated on
these severe cases of environmental damage, but pollution 1levels should
also decline as production in heavy industry decreases.

(7) With greater political and social freedom, tensions between
territorial minorities and the host population may be exacerbated in
certain regions.

One of the distinctive regional problems of Central and East European
countries consists of regions with territorial minorities. Cultural and
social differences have been translated into hostility, especially where
the minority has been subject to chauvinist pressures and repression under
Communist rule egq. the Turkish minority in Bulgaria or Hungarians in
Romania. The combination of greater political and personal freedoms,
together with economic dislocation again has the capacity for causing
social tension and migration flows. 1In Poland, for example, many people in
Upper Silesia have declared themselves to be ethnic Germans; such actions
inevitably distort relationships between the majority population and the
regional minority. More generally, many regional and 1local political
pressures were kept subdued under former regimes, and these are now being
released.

The problems are greatest in Czechoslovakia, Yugoslavia and Romania -
less so in East Germany and Hungary. The potential for social tensions in
Yugoslavia 1is especially significant, as the civil disturbances and
military conflicts during 1991 have shown. Aside from the ethnic variation
among the various republics, the country’s population of 24 million also
includes significant minorities of Albanians, Hungarians, Roma, Turks and
Romanians. Even in countries which do not have these problems, the
consequences are apparent in the form of refugees and the growth in the
"black" and "underground" economies eg. Hungary has some 100,000 migrants,
mainly from Romania.

(8) The patterns of regional disparities and regional problems are likely
to change considerably, even in the short term, as a consequence of
political and economic restructuring.



The analysis of regional disparities and the identification of
regional problems in this report was based largely on data representing
conditions in Central and Eastern Europe in the late 1980s ie. prior to
the start of significant political and economic liberalisation. As noted
above, the whole of Central and Eastern Europe now faces a serious
recession with declining production, high inflation and rising
unemployment. Within the context of restructuring processes which will
have negative nationwide and region-wide effects, the map of regional
disparities is likely to change significantly, even in the short to medium
term, as reforms are introduced. Three sets of trends may be identified.

First, economic restructuring is likely to change regional employment
structures significantly, with effects on all three sectors. The
rationalisation of agriculture has the potential to reduce agricultural
employment shares very considerably (especially in eastern Poland), a trend
that is already apparent in the northern parts of East Germany. The
closure of unprofitable or environmentally damaging factories, mines and
power stations is creating significant unemployment (primarily in regions
with few opportunities for diversification). These trends will stimulate
urban-rural and inter-regional 1labour mobility, altering both regional
demographic and employment structures and the requirements for regional
social and economic infrastructure (although the degree of labour mobility
may be impeded by the shortage of jobs). The easing of international
travel restrictions will provide the option for people to emigrate as well
as moving between regions within countries.

Second, the development of urban areas, especially secondary centres,
is likely to increase. There is very considerable potential for
development of the service sector in Central and Eastern Europe,
particularly the expansion of consumer and producer services in urban
areas. The reform of territorial structures, with greater autonomy and
responsibility at regional 1level, will also promote the development of
local and regional administrative centres, especially regional capitals.
New 1legislation on property ownership will increase the demand for private
housing, promoting suburbanisation and the development of small and
medium-sized towns and cities. g

Third, some peripheral and rural areas will gain from the opening of
borders and the opportunities associated with cross-border trade and
development. An increase in international tourism may also create
significant growth for certain regions.

(9) Beyond the spatial disparities within individual countries, the
region of Central and Eastern Europe as a whole presents a
highly-differentiated map of development potential for restructuring
processes. Progress with economic reforms and spatial differences in
socio-economic criteria indicates that development conditions are
more favourable in the western parts of the region.

Across the region of Central and Eastern Europe, there is a clear
opportunity for west-east (and north-south) differences to emerge as the
region undergoes a transition to a market economy at varying rates of
progress. East Germany has been reunited with West Germany and absorbed
into the EC; Poland, Czechoslovakia and Hungary have made considerable
progress with economic reform; in Bulgaria, Yugoslavia and Romania, the
outcome of political reforms is still uncertain. Beyond the study area,



the Soviet Union’s western republics (the Baltic States, Ukraine and
Byelorussia) are showing signs of seceding from the USSR amidst a major

economic crisis.

Key socio-economic criteria also suggest that the conditions for
regional development are more favourable in the western part of Central and
Eastern Europe. The clearest regional differences relate to population

change and employment structure.

Demographic criteria indicate that population growth during the 1980s
has been high in many parts of Central and Eastern Europe, compared to EC
averages. However, birth rates and the proportion of children in the
population is exceptionally high in the eastern parts of the region - much
of eastern Poland, the eastern regions of the Slovak Republic, the
north-eastern regions of Romania, as well as some southern republics of

Yugoslavia.

To a certain extent, population growth is synoymous with the degree of
economic (under)development. The proportion of employment in agriculture,
forestry and fishing (which is also very high in comparison with EC
countries) is higher in the peripheral areas of individual countries and,
overall, in the eastern parts of Central and Eastern Europe. The most
industrialised areas tend to be in the west of the region: the southern
districts of East Germany, western Poland, central Czechoslovakia, northern
Yugoslavia, north-west Hungary and the western regions of Bulgaria.

The level of infrastructure provision also declines from west to east.
Based on 1limited data, it appears that road, rail and telecommunications
links diminish in density and quality from the western to the eastern parts
of the region, as noted earlier.

Lastly, the orientation of past and present trading 1links is an
important issue. Regions in the east of Central and Eastern Europe,
oriented towards the Soviet Union, are losing an important trading partner
with the break-up of the CMEA and fall in Soviet trade. Western border
regions, by contrast, are in an extremely favourable position to benefit
from trade, foreign investment, infrastructure development and cross-border
ventures with West European countries.

Thus, although all countries and regions are expected to suffer
significant economic and social dislocation, some areas are better placed
than others. There is a risk that, even with current consensus on the
objectives of restructuring, political and economic reforms will be
obstructed by dissatisfaction and demoralisation among the population. The
danger of the spatial variations in the state of economic transition and
regional development is the negative impact on the relationship between
individual countries and regions. This compounds the problems derived from
the region’s history of political instability, national and regional
hostilities and socio-cultural differences.
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B. POLICY RESPONSES

Part II of the report examines structural reforms and regional
development in Central and Eastern Europe with respect to the main
components of macro-economic policies, past regional development strategies
and the future prospects for regional policy.

(1) The potential for developing regional policies in the immediate
future may be limited. Past regional policies involved mainly the
regional allocation of centrally-planned development resources. The
development of new regional policies will be delayed by the priority
accorded to national economic policies and the rapidly changing
regional economic conditions.

There are important obstacles to the development of market-based

regional policy. First, at the current stage in the reform process,
countries such as Poland, Hungary and Czechoslovakia perceive it to be
premature to consider regional development strategies. The initial

priority is to develop policies at the national level. Current economic
restructuring is focusing on key measures such as price reform,
privatisation, improvement of foreign investment conditions, international
trade and relations, and social policies.

Second, there are difficulties in identifying regional disparities as
a basis for policy. In a situation of rapid change and uncertainty, the

"regional problem" still has to become apparent and to be defined. There
is the 1likelihood that current assumptions will become erroneous as new
development options emerge. Thus, prognoses of regional development

requirements are extremely difficult.

Third, there is little experience with market-based regional policies.
In the past, regional development strategies tended to involve regional
planning and the regional implementation of sectoral plans. Decentralised
decision-making for economic development was limited, tightly controlled
from the centre and subject to reversal at times of crisis.

Lastly, the reform of territorial structures is in progress in several
countries. The structure of territorial units and the relationships
between central, regional and local government are being reorganised to
create systems more appropriate to market economies. The emphasis is more
on regionalisation than regional policy.

The exception to the delay in implementing regional policies is 1in
East Germany. Unification has meant the West German system of regional
economic aid under the Gemeinschaftsaufgabe being extended together with
budgetary allocations under the ERP Special Fund and other special regional
programmes. Initially, regional aid was applied across the whole of East
Germany. The extent of economic development problems, the need to await
the emergence of regional disparities and the absence of sophisticated
designation criteria mean that regional differentiation of aid was not
possible. However, during 1991, a special regional programme has been
introduced to assist those East German regions experiencing the most severe
restructuring problenms.
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(2) In the short term, regional preferences in the promotion of economic
development will have to focus on those areas of greatest development
potential. However, emergency regional aid may also be required to
assist areas of major unemployment and areas suffering the most
severe ecological damage.

The requirements of national economic survival during the transition
phase may allow few resources for the reduction of regional disparities.
Any regional component of economic development policies will have to
promote potential growth areas which have the best opportunities for
leading the restructuring process. Such regions are primarily diversified
industrial regions with a relatively good material and technical base,
experienced personnel, good infrastructure and international links. Other
areas with development potential are fertile agricultural regions, centres
attractive to foreign investment, regions sharing borders with developed
market economies, and tourist areas with attractions for the international
tourist trade.

However, the scale of industrial restructuring and social consequences
in the form of high unemployment and population migration may require
selective emergency regional aid to contain the worst effects of job
losses. Immediate action to start rectifying the most severe environmental
problems may also be required in the interests of human health and
overloaded ecosystems.

(3) In the medium term, the development of new regional policies could
encompass a wide range of possible measures. Priority should be
given to infrastructure investment and support for local and regional
restructuring.

Once major macro-economic reforms are in place in Central and Eastern
Europe with a new framework of national economic development, it will be
necessary to consider longer term regional development issues. In addition
to the general task of industrial restructuring and environmental clean-up,
key problems include congestion and over-development in the large
urban/industrial agglomerations, the lack of investment and infrastructure
in peripheral areas, and a more balanced distribution of settlement and
industry.

Among potential regional policy measures, the first important priority
is infrastructure development, especially high-quality, national and
international road and rail links, international airports and regional
transit hubs. The development of regional telecommunications
infrastructure is also urgent, especially to rectify local deficits in the
efficiency of 1local switching systems and telephone exchanges, the
availability of telephone connections and access to fax and telex
facilities. The second major target for regional policy is 1local and
regional restructuring with emphasis on maintaining the competitiveness of
diversified industrial regions but diversifying in areas dominated by
monostructures with support for small and medium-sized enterprises.
Managing the privatisation and reorganisation of state-owned enterprises is
important eg. through reconversion companies and enterprise subsidiaries.
The most severe problem areas should be the focus for comprehensive,
concentrated and coordinated restructuring programmes comprising SME
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support, environmental improvement, local and regional infrastructure
development, training and social facilities.

Additional targets for regional policy measures would be environmental
improvement and protection, agricultural restructuring and the development
of rural areas, the equalisation of urban and regional development, and
international cooperation and cross-border development.

(4) The effectiveness and efficiency of regional policy in Central and
Eastern Europe could be significantly improved by the transfer of
information and competence from Western Europe and the creation of
East-West networks to promote the flow of expertise and experience.

The countries of Western Europe have enormous experience and expertise
in the field of regional development under market economic systems.
Strategies employed over the past 40 years have addressed a range of
regional problems at various spatial scales. Numerous regional instruments
and policies have been tried, and there is a wealth of evaluation knowledge
on the efficiency and effectiveness of different mechanisms - at the level
of individual countries and the European Community as a whole.

This knowledge would be of great value for regional policy-makers in
Central and Eastern Europe as they begin to address regional disparities.
It is important, therefore, to develop structures, networks and fora that
can promote and organise the transfer and interchange of information, ideas
and competence between Western and Eastern Europe.

(5) East Germany is experiencing a much more rapid transition to a market
economy than other parts of Central and Eastern Europe. Although the
processes and policies of restructuring in East Germany may provide
some lessons for neighbouring countries in the region, there are
considerable limitations to the comparison and transfer of
development experiences.

For the purposes of this study, East Germany has generally been
treated as a "country”" in comparing regional economic and social conditions
in the different parts of Central and Eastern Europe. This is justifiable
insofar as much of the socio-economic data relates to the pre-1950 period
when the GDR existed. Moreover, the speed with which East Germany is
having to adapt to a market economy provides valuable insights into the
effects of economic reforms; other Central and East European countries are
undertaking reform measures, and experiencing the effects of economic
restructuring over longer timescales. Consequently, the scale of the
problems has become more readily apparent in East Germany: the rise and
greater visibility of unemployment, first in agriculture and then in
urban/industrial areas, particularly monostructure towns and regions; the
inefficiency and under-investment in plant and machinery; infrastructure
deficits; and the upgrading of industry required to meet West European
environmental standards.

The exposure of the East German population to full market economic
conditions is also revealing. Many East German people are experiencing




























































CHAPTER 1:
INTRODUCTION

1.1 Project background

During late 1989 and early 1990, the countries of Central and Eastern
Europe began to initiate far-reaching processes of political liberalisation
and economic restructuring. A major concern for the European Commission
was the appropriate form of EC response, including the level and sharing
out of structural assistance to be provided in the regions of the GDR and
other East European countries. In the short term, decisions were required
regarding the eligibility of GDR regions for aid under the different
objectives of the Structural Funds after German unification, and the
priorities for Community assistance. In the longer term, it was envisaged
that EC regional policies would have to consider how Central and East
European political and economic reforms would affect the regions of the
Community.

In support of the preparation and implementation of these decisions,
the Commission required a statistical and analytical information base
describing the processes, patterns and prospects of regional economic
growth and development in Central and Eastern Europe. This information
base needed to consider developments under the highly centralised
state-controlled economies of the past as well as current restructuring as
these economies moved towards a free-market system.

This project was initiated, at short notice, to provide an initial
information base for the short-term decisions to be taken during 1990 and
1991 (relating, in particular, to the GDR) and to guide the 1longer term
assessment of the effects of reforms in Central and Eastern Europe on
regional development in the European Community.

The following sections of the Introduction describe the terms of
reference and methodology of the project, the researchers involved, and the
structure of the Final Report.

1.2 Terms of reference

The aim of the project was to provide a review of regional
socio-economic conditions and trends, at national and regional levels, in
Central and East European countries and regions. The project had the
following specific objectives:

(i) to provide a bibliography and review of recent empirical research,
publications and institutions dealing with socio-economic conditions
and trends in Central and East European countries and regions;

(i1) to collect essential statistics describing the socio-economic
conditions in the specified countries and regions;



(iii) to evaluate alternative forms of Community structural assistance to
the regions and countries of Central and Eastern Europe; and

(iv) to describe the relative position of the specified countries and
regions among themselves and in comparison with the Community
regions, and to consider the prospects for development and EC policy
options for structural aid. )

The above information was to be provided for the regions in the
following countries of Central and Eastern Europe: Bulgaria, the German
Democratic Republic (integrated into the Federal Republic of Germany in
October 1990), Czechoslovakia, Hungary, Poland, Romania and Yugoslavia.
As far as possible the regional breakdown was to correspond to those used
for national administrative purposes.

1.3 Proiject methodology

The project was organised in four stages: a bibliographic review;
the construction of a statistical database; a comprehensive report of
regional disparities in Central and Eastern Europe; and a review of past
regional development strategies and future regional policy options.

The first part of the project involved the compilation of a
bibliographic review covering recent empirical research on socio-economic
development. The review comprised a listing of recent publications, a list
of researchers and institutions active in Central and Eastern Europe, and a
research report.

The bibliography included work on: territorial subdivisions used for
macro-economic and spatial planning; the description and interpretation of
East European statistics on productivity and income; regional and national
econonmic growth and development; industrial structure; technical
infrastructure and capital investment; social infrastructure,
environmental problems; and the national and regional impact of the move
from state-controlled planning towards a free-market economy. In addition,
a list with short descriptions of Central and East European researchers and
institutions involved in regional analysis was compiled.

Bibliographic software, based on the package PCFILE+, was used to
collate the data and permit retrieval of publications, institutions and
researchers. The retrieval system was based on key characteristics of the
data eg. author name, subject, keywords etc. The data file consists of
c.700 references, c¢.250 researchers and c.95 institutions. The most
important publications were reviewed in an accompanying research report.

The second stage of the project involved the compilation of a
statistical database on regional socio-economic development in Central and
Eastern Europe. Insofar as statistics are available, time series data were
collated, at national and regional levels, on: population, age structure,
total employment and employment by main sectors; comprehensive economic
output, income generation and productivity; the main components of income
utilisation; and national and regional investment in infrastructure.

The statistical information was derived from four sources: the
specialist research institutes from Central and Eastern Europe



participating in the project; the computer database of the Vienna
Institute for comparative Economic Studies; national statistical offices
in Central and Eastern Europe; and COMECON data. The data was collated on
MS-DOS diskettes using the statistical software package, AS~EASY-AS.

In the third stage of the project, a comprehensive report was
prepared, highlighting major socio-economic disparities and relative stages
of development of the countries and regions of Central and Eastern Europe.
Selected statistical data was analysed and integrated in a series of
regional reviews relating to population, employment, unemployment, output,
income and productivity. Regional reviews based cn qualitative information
were also prepared addressing foreign investment trends and environmental
conditions in Central and Eastern Europe.

The final stage of the project involved a policy review of structural
reforms and regional development in Central and Eastern Europe. The review
comprised an assessment of the main components of macro-economic structural
reforms, the national reform conditions in each of the countries, past
regional development strategies and the future prospects for regional
policies.

The project began in July 1990. An Interim Report containing profiles
of territorial structures, economic conditions, and problems and policies
in the Central and East European countries was provided in September 1990
along with preliminary bibliographic references and a statistical
checklist. A summary paper reviewing regional and industrial structures
and regional development problems in "the Six" countries of Central and
Eastern Europe was also provided as a contribution to the Fourth Periodic
Report The Regions in the 1990s. The Policy Review was completed in
January 1991 following a seminar of the main project participants held at
the vienna Institute for Comparative Economic Studies. The regional
analyses and reviews were completed during February and March 1991, and a
Draft Final Report was provided in May 1991. The Comprehensive Report was
completed in June 1991, and a summary Final Report was finalised in October
1991.

1.4 Proiject researchers

The project was managed and coordinated by John Bachtler at the
European Policies Research Centre (EPRC) University of Strathclyde,
Glasgow. Among other EPRC staff, considerable research and administrative
support was provided by Ruth Downes particularly with respect to the
organisation of the bibliography, the bibliographic research report and the
country profiles. Elaine Barclay and Hassan Tchehrazi developed the
software for the bibliographic and statistical databases. Other research
assistance was provided by Elaine Ballantyne, Geraldine McBride, Keith
Clement, and Douglas Yuill. Reports were typed by Moira Lowe, Rosemarie
Rey, Jean Rodger and Elizabeth Davison.

At the Vienna Institute for Comparative Economic Studies, Peter Havlik
undertook the macro-economic statistical analyses and, together with Rita
Kick, contributed substantially to the bibliography and statistical
database.

Information, data and analyses for individual Central and East



European countries were provided by the following researchers:

Bulgaria: Dr Nikolay Grigorov, Hristo Yakimov,
Hristo Stanev, Dimiter Kebedjiev,
Evgeni Popov, Atana Atanasov
National Centre for Regional Urban
Development, Sofia

Doncho Konakchiev

Institute of Management of the Economy,
Ministry of Industry, Technology, Trade and
Services

Todor Bojinov .
University of National and World Economy

Stefan Hrelev
University of Economy, Varna

Peter Popov
Institute of Geography

Czechoslovakia: Dr Alois Andrle, Milos Cerveny, Zdenek Vokoun
TERPLAN - Czechoslovak Institute for Regional
Planning, Prague ‘

East Germany: Dr Hans-Ulrich Jung, Dr Ulrike Hardt
Niedersachsisches Institut fur
Wirtschaftsforschung, Hannover

Dr Scherzinger, Dr Cornielsen
Deutsches Institut fur Wirtschaftsforschung,
Berlin

Hungary: Nora Hoercher, Istran Bartke, Eva Valer
United Nations Centre for Human Settlement
(UNCHS) Habitat, Budapest

Poland: . Professor Antoni Kuklinski,
Dr Grzegorz Gorzelak, Dr Miroslav Grochowski,
R. Szul
European Institute for Regional and Local
Development, University of Warsaw

Professor Leszek Zienkowkski
Regional Centre of the Central Statistical
Office, Warsaw

Romania: Dr Ioan Ianos, Dr Dan Balteanu,
Claudia Popescu
Institute of Geography, University of
Bucharest



Yugoslavia: Peter Dukan, Vladimirt Skendrovic, Ivan Sabo,
Zlatan Froehlich, pubravka Jurlina
Civil Engineering Institute, Zagreb

All members of the research team contributed to the drafting and
editing of the final report.

1.5 Report structure

Following this introduction, the report is divided into 13 further
chapters which are grouped into two parts. Part I, covering Chapters 2-10,
comprises the analysis of regional socio-economic conditions in Central and
Eastern Europe. In Chapter 2, the analysis begins with an outline of the
historical development and current reforms of territorial structures in the
six countries and East Germany together with a description of the
territorial sub-divisions used for the regional analysis.

Chapter 3 examines population and demographic trends relating to the
distribution of population in the region, the components of population
change, age-sex structures, future trends, and the population patterns
within individual countries. Chapter 4 analyses employment patterns and
regional disparities, followed by a review of preliminary information on
unemployment in Chapter 5.

Chapter 6 addresses the complex issue of output, income and
productivity data in Central and Eastern Europe. The chapter provides a
detailed critique of various methods of defining, measuring and comparing
output statistics, and it assesses national positions, recent trends,
future prospects and regional differences.

Chapters 7 and 8 provide a descriptive review of foreign investment
trends and environmental conditions in Central and Eastern Europe, and the
regional analysis 1is concluded with an assessment of disparities in key
technical and social infrastructure areas - transport, telecommunications,
educational facilities, healthcare and energy.

At the end of Part I, Chapter 10 provides a summary of regional
development in Central and Eastern Europe and identifies the main
categories of regional problems: industrial restructuring, social
consequences (unemployment and migration), infrastructure deficits,
environmental degradation, agricultural underdevelopment and change,
agglomeration and peripherality, and territorial minorities.

In Part II, Chapters 11, 12 and 13 provide an evaluation of structural
reforms and regional development in Central and Eastern Europe. Chapter 11
constitutes an overview of the main components of macro-economic structural
reforms in Central and Eastern Europe, relating to price 1liberalisation,
privatisation, foreign investment conditions, international trade and
relations and social measures.

Chapter 12 reviews regional development policy in Central and Eastern
Europe with an examination of past regional development strategies in



centrally planned economies and the contemporary situation, primarily with
respect to East Germany where strategies are being developed most rapidly.

Lastly, Chapter 13 speculates on the future prospects for regional
policy in Central and Eastern Europe. Potential regional development
objectives are proposed for the short term to strengthen national
development measures and to provide emergency aid. Strategies for the
medium to long term are also suggested, to address the need for
infrastructure development, 1local and regional industrial restructuring,
the equalisation of wurban and regional development, cross-border
development and regional policy research.

The report is completed with three annexes. Annex I provides a series
of '"country profiles" with a summary of regional socio-economic conditions
in each of the countries in Central and Eastern Europe. Annex II comprises
a bibliographic review of literature on socio-economic development, and
Annex III contains a list of researchers and institutions specialising in
regional socio-economic development in Central and Eastern Europe.
Finally, Annex IV lists the time series data for each country included in
the statistical database.
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THE REGIONS IN THE NEIGBOURING COUNTRIES OF
THE COMMUNITY IN CENTRAL AND EASTERN EUROPE

PART I:

REGIONAL DISPARITIES AND PROBLEMS




CHAPTER 2:
TERRITORIAL STRUCTURES

2.1 Introduction

"Economic  structures, the territory they —cover and their
administration are intimately interwoven" (Bennett, 1989, p3). The
territorial and administrative structures within Central and East European
countries are, at present, undergoing major changes in response to the
rapid and fundamental political and economic transformation that has been
occurring over the past two years. This section reviews first, the
historical development of the territorial administrative structures in
Central and Eastern Europe, and describes the principal influences on their
formation. The need for new reform in response to recent economic and
political transformation is then outlined, and the section concludes with

country profiles.

2.2 Historical development

The administrative subdivision of the former CMEA countries reflected
the aims and principles of Communist ideology. Centralised government used
the territorial units to implement its own aims, including significant
industrial development and a strategy of regional equality appropriate to
Socialism. The administrative subdivisions also served political
objectives by effectively removing any real authority at lower levels, thus
lessening regional power and aiding central control.

The administrative subdivision of Central and East European countries
did not remain static after the establishment of Communist rule. The
restrictive, centrally-oriented administrative hierarchy, was found to
constrain economic development and conflict with the demands ¢of economic
growth. After about 1960, this realisation led to administrative reform,
often of a quite radical nature: '"economic regionalization became the
dominant objective which, by means of territorial reform, central powers
used to make the functional economic regions and administrative boundaries
coincide" (Maurel, 1989, pl112).

The territorial reforms in the late 1950s and 1960s emulated the
VOG-reforms, undertaken by Krushchev in the Soviet Union, which aimed to
give the regions a strong position in economic planning. Bulgaria was the
first country to initiate territorial reform in 1959, replacing the former
15 regions with 27 departments (okrag) and abolishing the districts. The
communes were grouped together and halved in number. However, the
experiment was not successful from a political viewpoint, and a strongly
centralised structure was reintroduced until further reform in 1979.
Another early reform experiment occurred in Czechoslovakia, where, in 1960,
research was carried out to identify economic nuclei on which to base
administrative reform. 135 nuclei were distingquished, of which 46 were
subjected to further economic analysis, and ultimately 1led to the
formulation of seven larger economic regions. While this research was not



fully. applied to the reform, it did exert a significant influence on the
national territorial structure, and the "network was amended in an attempt
to create an administrative structure which would conform as closely as
possible with that of the spatial pattern of economic activity" (Dawson,
1987, p112).

Among Central and East European countries, a distinction could be made
between the countries with a more unitary character (Poland, Hungary,
Romania, Bulgaria and the former GDR) and those of a federal nature
{Yugoslavia and Czechoslovakia). The latter two countries displayed
slightly different administrative characteristics from neighbouring states,
although the general ideology and broad central control were the same, and
both Yugoslavia and Czechoslovakia developed federal constitutional
systems. The strong and clearly defined ethnic groupings in both countries
were the basis for these systems, necessitating appropriate territorial
division to avoid animosity and conflict. Thus, in Yugoslavia, relatively
autonomous regions were created which mirrored the major ethnic divisions
(Serbs, Croats, Slovenians, Bosnians, Macedonians, Montenegrins, Hungarians
and Albanians), and in Czechoslovakia the main divide was between the Czech
and Slovak Republics. Yugoslavia took this concept further, reflecting its
comparatively liberal and decentralised economic system, and vested more
power at regional and enterprise level than in the other Central and East
European countries. In many areas the federal level was, in fact,
relatively weak in relation to the individual republics.

2.3 The new reforms

However radical the pre-1989 reforms may have been, they were all
formulated and implemented within the scope of the Communist system to
serve, to a greater or lesser extent, the associated ideological and
political goals. The reforms which are now being designed are of quite a
different nature.

The countries of Central and Eastern Europe are adopting a democratic,
free-market economy as their goal, and the administrative structure of
their countries is being altered to serve this purpose. The main focus of
reforms 1is to decentralise power and functions to lower administrative

levels. Under the new economic conditions, it is considered necessary to
create regions (and an administrative structure) that facilitate and
encourage indigenous economic development. Lower levels of the

administrative structure require powers which will allow them to attract
and stimulate economic growth, independent of any national plan or central
control. For instance, Bulgaria has been attempting to transform the
communes (the lower level of a two-tier structure) into '"self-governing
communities of the people" - essentially independent economic units, able
to control individually their economic, social and cultural development -
although the idea does not yet operate in practice. Lo i

There are a number of other objectives involved in the reorganisation
of administrative structures, apart from the creation of efficient economic
units - and these may be in conflict. The first objective is also economic
and involves the need to create regions that are large enough to be
competitive on a European scale (like, for instance, the German Laender),
and ‘visible’ on a map of Europe. The second objective of reorganisation
is more socially or culturally oriented. It involves the creation or
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strengthening of a regional identity which can then stimulate individual
responsibility and collective effort at regional level, although it is
possible that the fulfilment of this task may conflict with economic goals.
In many countries, pre-Communist institutions and functions are being
re-introduced because they are believed to be appropriate for the national

identity.

Additional influences are evident in the reforms being undertaken in
Czechoslovakia and Yugoslavia. Confederal structures are allowing
republics to develop a more autonomous role and a greater regional
identity. The popular desire within the republics to become ’sovereign’
and independent of federal control is evident in both countries. The
Slovak Republic is seeking independence from Czechoslovakia. Yugoslavia
faces more radical disintegration of the confederation, and the full
secession of some republics. Political and military events are, at
present, overshadowing any thought of planned territorial reform.

The understanding and urgency with which reform in Central and East
Europe 1is pursued seems to depend largely on the general level of economic
and political reform in the individual countries. The greater the progress
towards’ a market economy, the more advanced administrative reform seems to
be. The exception to this appears to be Bulgaria which, despite being
relatively unliberalised from a political and economic point of view, has
implemented quite radical administrative reform.

Overall, the countries of Central and Eastern Europe can be grouped
into four categories according to the stage of administrative reform: East
Germany; Hungary, Poland and Bulgaria; Czechoslovakia and Yugoslavia;
and Romania. The following country profiles outline in more detail the
administrative structure in each country and the reform process that is
being implemented.

2.4 East Germany

East Germany has completed the adminstrative reform of its territory
significantly more quickly than elsewhere in Central and East Europe. This
reflects the availability of West German experience and expertise in the
creation of new institutional structures, and also the existence of the
historical Laender.

The land area of the GDR was structured, until 1 October 1990, into

15 districts (Bezirke) (including the capital Berlin), 26 municipalities
(kreis-freie Staedte), 189 counties (Kreise) and 7,563 communes (1988
position). This was the outcome of an administrative reform implemented in
1952 which had the declared aim of destroying the traditional Laender
structure. Fourteen districts were formed out of the original five
Laender. The eastern part of Berlin was later considered as the fifteenth
district when it became the capital city (and its urban districts became a
county).

The Laender were instructed to adapt to this new structure and to
transfer their responsibilities to the departments of the districts. The
states (Laender) de facto subsequently ceased to exist but de jure were
never actually dissolved. The constitutions of the Laender were also never
annulled. The new administrative structure was aligned to the
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parliamentary structures (district council - district parliament, county
council - county parliament etc). This territorial structure, formulated
in 1952, remained virtually unaltered for more than 37 years, apart from:
changes at commune level and small boundary alterations; the creation or
dissolution of a few municipalities; the dissolution at different times of
four counties (in agrarian areas of the Magdeburg district); and the
partial new organisation of the urban area of Berlin (from eight to eleven
urban counties).

For regional planning purposes, different groupings were formulated on
the basis of the existing regional structure, (eg. northern districts -
Rostock, Schwerin and Neubrandenburg; central districts -~ Potsdam,
Frankfurt/0., Magdeburg and Cottbus; southern districts - Dresden,
Karl-Marx-Stadt, Leipzig and Halle; south-western districts - Gera, Erfurt
and Suhl; and separately categorised - Berlin) or through the delimitation
of the central regions. These groupings, however, had no effect on the
administrative and spatial structure and were only used as (unofficial)
planning regions.

The structure of 1952 was brought to an end by the Laender
Introduction Law of 22 July 1990. With the setting-up of five Laender and
the city state of Berlin (in which the western and eastern parts of the
city are unified), the reconstruction of the federal system corresponds to
the model of West Germany. The city state of Berlin maintains both
communal and regional authority like its West German counterparts, Hamburg
and Bremen.

In general, the new structure involves the combination of several
districts to form a Land although, in achieving this, some boundary
alterations have taken place. The previous district boundaries do not
correspond exactly with the new Land borders. Prior to reorganisation, the
regional and administrative structure of the former GDR was similar to the
federal structure of the west German federal territory. This similarity,
though, was mainly formal. The links between the districts, counties and
communes were much stronger than in western Germany due to the
centrally-oriented state organisation.

2.5 Bulgaria, Hungary and Poland

East Germany has benefited considerably from being incorporated into
the Federal Republic of Germany and the corresponding help and ready-made
structure available to it. The other Central and East European countries
do not have such assistance available to them and, therefore, are faced
with the much harder task of constructing a suitable administrative
structure with 1little previous experience. Bulgaria, Hungary and Poland
have so far formulated the most advanced reforms. Bulgaria and Poland, in
particular, had already begun quite far-reaching decentralisation prior to
the political transformation in 1989-1990.

In Bulgaria, a new administrative system came into force on 1 January
1988. Although the former two-tier character was retained, the 28
districts (okrag) were replaced by nine regions (oblast), which now form
the largest administrative units. They are essentially identical with the
existing economic units, and it is expected that they will help to reduce
administrative procedures and promote the country’s less-developed regions.
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The creation of these regions was associated with the establishment of
their administrative centres, but these are not always identical with the
centres of economic activity. Hence, some of the centres were considerably
upgraded. The regions are subdivided into communes (obstina). In the city
of Sofia region (Grad Sofija), the administrative reform dissolved the then
12 wurban districts (rajon), introducing instead 24 communes which hold the
' same rank as all other Bulgarian communes.

Concomitantly, the communes were transformed into 'self-governing
communities of the people" (samoupravlijavsti se obstnosti na naselenieto).
This has put them in a position where they can decide independently about
their economic, social and cultural development. As a result, the communes
have authority over all controlling and planning activity within their
territories. Moreover, they are responsible for supplying the population
with goods and services, for housing construction, for the provision of
infrastructure, for such sectors as public health, education and culture as
well as for the promotion of sports and tourism. The communes are
independent economic units. The regions, on the other hand, have mainly
coordinating and supervisory powers. Within this scope, they also
cooperate with other regions and with governmental and economic agencies
and help to further self-government in the communes.

The administrative structure in Hungary is currently in the process of
being reorganised. The following designation outlines the position prior
to 1990, and the reforms which were proposed, and introduced in the course
of 1990.

Hungary was subdivided from 1 January 1984 (in accordance with the
1983 revised version of the 1972 constitution) into the national capital
(favaros), the countries (megve), the cities (varos), and the communes
(kozseg) . The largest administrative units were the counties, of which a
total of 19 were designated. The national capital was of equal rank with
the counties, and was subdivided into 22 metropolitan districts (favorosi
kerulet), although these were not included as administrative territories.
Both the cities and the communes were directly subordinate to the counties,
and the five largest cities were assigned county status (magyei varos).
These city counties enjoyed budgetary prerogatives, although they were no
longer directly subordinate to the central government (as had been the case
prior to 1971). They were also subdivided into metroipolitan districts in
the same way as the national capital.

The above-mentioned commune/county hierarchy was only partly
implemented as, in practice, only so-called large communes with city status
(varosi jogu nagykoszegi) were actually directly subordinate to the
counties. These large communes with city status came into existence on 1
January 1984, following the abolition of the districts (jaras), to serve as
intermediary agencies beside cities and cities with county status. As only
this type of commune was directly subordinate to the counties, all other
communes (i.e. large communes without city status (nagykozseg) and
ordinary communes) were subordinate to one of the three other
administrative units: a city with county status, a city, or a large
commune with city status. This hierarchy existed within the context of
administrative communities of cities and their surrounding areas (so-called
suburban communities). There were 139 such communities designated in three

groups: firstly, communities involving city counties (magyei
varoskornyek); secondly, those involving ordinary cities (varoskornyek);
and lastly, those involving large communes with city status

(nagykozsegkornyek) .
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A transformation of the administrative structures has come about as a
result of the general social and political changes in Hungary. The Act No.
LXV of 1990 on local self-governments, and the subsequent election of local
representatives (on 30 September and 14 October 1990) highlights this
change in administrative thinking. The preamble to the Act comments on the
progressive Hungarian traditions and the relevant requirements laid down in
the European Charter on Self-Government. It thus recognises and protects
the self-governmental rights of local communities and their independence in
self-organisation, and advocates democratic decentralisation of public
power.

The Act vests local self-governmental rights in the elective citizens
of communes, towns, the national capital, its districts and counties. A
municipal (town) government may be given the tasks and authorities of a
county government subject to parliamentary approval. County governments,
therefore, are responsible for carrying out those tasks which cannot be
imposed on communal or municipal governments - i.e. public tasks which do
not lie within the exclusive authority of others and do not hurt the
interests of the represented communes or towns. It is also possible for
the county to enter into a partnership with another county or with the
government of any commune or town.

There are now five types of local self government in Hungary:

- self-government of villages (of which there are 3,089)
- self-government of towns (166)

- self-government of countries (19)

- self-government of the capital (1)

- self-government of the capital districts (22)

As local governments now have full rights to initiate both
amalgamations and separations of communes, and to form district notaries,
the spatial administrative division of Hungary is 1likely to change
following 1local elections where such decisions are made. Although some
tasks have been allocated to specific levels of government, others are
still being determined and await legislation.

Poland has experienced several historic changes to its adminstrative
structure. From 1950 until 1973 Poland’s territorial divisions were as
follows: 17 voivodships, over 300 districts (powiaty), and over 4,000
communes (gromady). During the period 1950-1973 the territorial division
of the state did not change greatly. Only the number of the lowest tier
units increased constantly, reaching over 8,000 in 1973.

Over the period 1973-1975, a reform of the territorial organisation of
the state was introduced. A two-tier system replaced the o0ld three-tiers.
The number of voivodships was increased from 17 to 49; the intermediary
level of the districts (powiat) was abolished; and the number of the basic
units was drastically reduced to around 2,500 "gmina" (communes).

The reform of the 1970s shaped the present pattern of two-tier spatial
organisation of the Polish state. In 1990 there were 49 voivodships, 2,121
rural communes and 830 towns (a "town" denominates a Dbasic-level
administrative unit of urban character). Some towns and adjacent rural
communes form a joint unit (town-commune) - there are 541 such cases.
Warsaw is divided into seven districts which have commune status.
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Altogether there are 2,417 basic units of the spatial administrative
division of the state.

New legislation (June 1990) introduced another quasi-level of this
division, called "rejon". This unit, of which there are around 250, is a
subdivision of the regional (voivodship) administration. It does not have
any tasks and responsibilities of its own, and it only serves as the
territorial deconcentration of the regional state administration for purely
technical and organisational purposes. Introduction of this new tier (of
purely administrative character) begins the process of another reform of
the spatial organisation of the Polish state. It is envisaged that a
three-tier system will be restored, but the number of voivodships will be
dramatically reduced to 10-12. The "rejons" will be the nuclei of the
reintroduced districts (powiaty). The number of communes (rural and urban)
will not be seriously changed. Studies of these problems have just begun,
and it is too early to specify any final conclusions; the new division
will not be introduced before 1992.

2.6 Czechoslovakia and Yugoslavia

The confederal structure of these two countries has meant a different
basis for administrative reform. Yugoslavia, as previously noted, is
struggling to retain coherence as a country and is not primarily concerned
at the present time with any internal administrative reform.
Czechoslovakia has planned a reform in which regional identities are
playing an important role, and the authority of the lower levels is likely
to be increased.

The Czech and Slovak Federal Republic (Ceska a Slovenska federativnii
republika) is a federation of two constituent republics of equal rank: the
Czech Republic (Ceska republika) and the Slovak Republic (S5lovenska
republika). Until 31 December 1990, both republics had a three-tier
administrative structure, subdivided into regions (kraj), districts (okres)
as well as municipalities and communities (obec). The largest
administrative units were the regions. The capital of the Czech and Slovak
Federal Republic, Prague, (which is also the capital of the Czech Republic)
and the capital of the Slovak republic, Bratislava, held the status of a
region. Both Prague and Bratislava were organised into urban districts
(mestsky obvod). The regions were subdivided into districts which in turn
consisted of towns (mesto) and communities, which constituted the smallest
administrative units. The cities of Brno, Ostrava, Plzen and Kosice
enjoyed a special status (equal at least to a district level) and were
subordinated to regions.

After the abandonment of regions as special administrative units at
the end of 1990, their responsibilities are being transferred to districts,
or even to towns and communities; in exceptional cases, they may be
transferred to ministries. In the Czech Republic a re-establishment of the
historical lands (Bohemia and Moravia) is under consideration. The part of
Silesia belonging to Czechoslovakia may also be re-introduced as a land, or
be administratively bound with Moravia, as it was in the pre-war period.
The capital, Prague, may also be granted the same status as a land and be
directly subordinated to the Czech government. The final decision will be
incorporated into the future constitution of the Czech Republic.
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The distribution of powers between the federation and the republics
will also be solved in the new