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Preface 

Each year, the European Commission's Directorate-General for Regional Policy and Cohesion 
launches a number of studies in the field of regional policy and regional planning. 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 are published in a series entitled Regional development 
studies. 

With this series, the Directorate-General hopes to stimulate 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 Union 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. 
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Figure 1: Structure of Part I of the Study 
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1. Introduction 

The process of reforms in Central and Eastern 
Europe represents an enormous challenge not 
only for those countries themselves but also for 
Europe as a whole. From a spatial perspective, 
the opening of the countries of Central and East
ern Europe and their step-by-step rapprochement 
to the Western industrial countries will create the 
opportunity of a growing together between East 
and West and of increasing the degree of inter-
penetration between individual regions. 

The increase in the degree of interpénétration will 
benefit the various parts of the Community terri
tory but not in the same way. While it will enable 
some regions to gain additional impulses for 
growth, it will compel others to increased adjust
ment pressure. The decisive factor determining 
what kind of effect will be produced is the 
response potential, i.e. the ability of the affected 
regions to react adequately to the new challenges. 

It is true that the removal of the Iron Curtain and 
the introduction of measures for political and eco
nomic liberalization in the reformer countries have 
principally laid the ground for a further growing 
together between East and West, yet the large 
prosperity gap and the tremendous obstacles to 
development — such as the technology gap, 
¡nfrastructural backwardness, ethnic tensions and 
serious environmental degradation, to mention 
just a few — are obstructing the smooth and 
speedy progress of interpénétration. 

The following maps illustrate the present spatial 
situation in the Community and in Central and 
Eastern Europe (Maps 1 to 5). The basic indica
tors used, i.e. population density, demographic 
development, unemployment rates as well as 
accessible population in terms of goods traffic and 

joint use of traffic means, show a highly inhomo-
geneous picture. They give an insight into the spa
tial problems and a first indication of the potential 
problem areas which will be analysed in the sub
sequent chapters. 

It is the purpose of the present study to assess the 
possible developments in Central and Eastern 
Europe in the medium term (over a period of 10 to 
15 years) and to derive possible consequences for 
the Community territory. Since neither ex-post nor 
trend analyses are feasible or making sense (all 
countries of Central and Eastern Europe are still in 
the process of transition) the scenario technique is 
used and the focus is put on the following ques
tions: 

(i) What will Central and Eastern Europe look like 
spatially in the medium term? 

(ii) Will the countries of Central and Eastern 
Europe succeed in overcoming the obstacles 
to development and in exploiting existing 
potentials so that growth processes can be ini
tiated? 

(iii) Are prospering regions expected to emerge 
and how will current crisis areas develop? 

(iv) Will migratory movements grow, decrease or 
change their direction? 

(v) Will the environmental conditions in Central 
and Eastern Europe change and what cross-
border effect can be expected as a result? 

(vi) How will the flows of transport and traffic 
develop and which areas of Europe will be par
ticularly affected? 

Introduction 11 



On the basis of a so-called 'likely path of spatial 
development in the medium term' an analysis of 
the potential medium-term spatial effects on the 
Community territory is conducted, which focuses 
on the following questions: 

(i) What is the expected impact of the East Euro
pean process of reform on the regions of the 
EC? 

(ii) How will this impact be spread, sectorally and 
spatially? 

(iii) Which EC regions will be affected most by the 
changes? 

(iv) Which parts of the Community will be 
equipped best to measure up to the new chal
lenges, which regions, in contrast, are likely to 
fail? 

(v) Which parts of the Community may release 
additional growth impulses, which, in contrast, 
may come under additional pressure to adjust? 

(vi) What role will the (new) border and transit 
regions play in the European integration 
process? 

To answer these questions a 'medium-term likely-
impact model' was created operationalizing the 

abovementioned decisive determinants, i.e. the 
degree of interpénétration and response potential. 
The findings from the application of this model are 
summarized in the form of a typology of spatial 
effects on the Community regions and illustrated 
with the aid of numerous maps. 

The procedure applied in the course of research 
falls Into the following steps: 

As a first step, the regions of Central and Eastern 
Europe are classified according to selected key 
determinants. Then follows the identification of 
possible short-term effects on the Community ter
ritory which derive from the changing conditions 
and relations between the East and the West. In 
the following step a likely path of development in 
Central and Eastern Europe in the medium term is 
elaborated. The analysis of the medium-term likely 
impact on the Community territory — which is the 
central part of the study — is based upon this 
path. The aim of the analysis is twofold: 

(1) to identify prototypes of regional sensitivity in 
the Community (in terms of growth potentials, 
adjustment pressure, immigration, ecological 
conditions, traffic and transport, etc.); and 

(2) to draw conclusions concerning the spatial 
consequences caused by the process of inter-
penetration (see Figure 1). 
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Database and problems 

The analyses for Central and Eastern Europe are 
based on the empirica Regional Monitor which 
contains some 200 variables for 28 countries and 
155 regions of Central and Eastern Europe and 
data series of 1990-92 which are continually 
updated. Sources for data are: 

• official statistics, 

• surveys, 

• expert network. 

However, owing to the great differences in the 
manner in which statistical data are compiled and 
utilized in the East and the West, there is the prob
lem of availability, reliability and comparability of 
data which greatly hampers statistical analyses 
and interpretations. To give an idea of the difficul
ties encountered, here are a few samples of East
ern statistical divergencies from Western stan
dards: 

Samples of Eastern statistical divergencies 
from Western standards 

Population 

There are no disaggregated figures on foreigners. 
The age group classification differs (15 to 59 years 
old as against 15 to 64 in the EC; In Poland three 
age groups exist; Yugoslavian figures are extrapo
lated from the 1980 census). 

GDP 

GDP has now replaced the former net material 
product. 
But comparable data in national currency are avail
able for Poland, the Czech Republic and Slovakia, 
Hungary, Romania and Bulgaria only since early 
1993; none are available for the Baltic States, the 
Commonwealth of Independent States (CIS), Alba
nia, former Yugoslavia. 

Employment by sectors/ industries 

Formerly the division was by productive and non
productive sectors (see supplementary sheet and 
empirica sectoral adjustment model (SAM) ). 
Agriculture and manufacturing comprised a consid
erable number of services. 
Regional data are scarce for the Czech Republic and 
Slovakia, Hungary and Bulgaria, there are almost 
none for the CIS. 

Employment figures by individual industries are avail
able only rarely (from Romania, and to a very limited 
extent from Hungary). 

Environment 

There are differing measuring concepts and measur
ing instruments for S02, NOx and COx. 
The definition of nature parks and the like differs and 
regional data are not available. 

Unemployment 

Registration of unemployment has only just started 
in Romania and Bulgaria. 
The unemployed showed little interest in registration 
since no benefits were paid In the beginning. 
Disaggregated figures on female unemployment 
were not available until late 1992 (with the exception 
of Poland, the Czech Republic and Slovakia). 

General problems 

Statistical data come forth very scarcely from the 
Baltic States, Albania and in particular from the CIS. 
All that have been available were used In the text, 
tables and maps. 
To date few data have been published in these 
countries. In the CIS, no published figures are avail
able at the level of the republics let alone regions. No 
regionalized data are available from the Baltic States. 
Where data are available they are often not very reli
able: in Poland, for instance, data are available 
rather abundantly, but many, especially at regional 
level, are estimates. 

In the light of these difficulties it is not surprising 
that frequently expert opinions and qualitative 
assessments of recent origin give a much better 
insight than time series or trend analyses. In order 
to get as realistic a picture as possible of the spa
tial developments in Central and Eastern Europe, 
all statistical data have therefore been checked 
against and supplemented by recent expert opin
ions (from empirica's network of experts in all 
parts of Central and Eastern Europe, see also 
Annex reports: empirica 1992a, b, c, 1993a, Kuk-
linski 1992, Antanavicius 1992, Schuller 1992, 
Santos 1992, Fleischer 1993). 
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Map 2 
Development of population 
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Map 3 
Unemployment rates 
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Map 4 
Accessible population in goods traffic 
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Map 5 
Accessible population in joint use 
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2. Reform processes and spatial development in 
Central and Eastern Europe 

The transition from a centrally planned economy 
to a social market economy is proving to be a diffi
cult and lengthy process in all parts of Central and 
Eastern Europe. While at the beginning of the 
reform processes there was a great deal of opti
mism that the countries would rapidly catch up 
with the West in terms of prosperity and economic 
strength, it is now giving way to a more sober and 
realistic assessment. This is not surprising consid
ering that all countries of Central and Eastern 
Europe are in a more or less deep recession, 
experiencing huge slumps in production, rising 

unemployment, galloping inflation and a growing 
burden of debt. Apart from the economic difficul
ties many countries are faced also with increasing 
separatist trends which means that there is an 
enormous potential for political and social conflict. 

At the same time there are, in fact, substantial dif
ferences between the individual countries as 
regards the scale and efficiency of the reform 
measures and socioeconomic development. Hun
gary and Poland, for instance, are already show
ing the first signs of 'slow progress'. In the Czech 

Figure 2: Determinants of spatial development and regional prototypes 
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Republic there are also indications of recovery 
from economic decline, although the so-called 
'velvet divorce' will entail a host of new political, 
legal and economic problems. Others like the CIS 
countries, Baltic States, Albania, in contrast, must 
contend with growing political, social and ethnic 
tensions. 

However, profound differences in the restructuring 
process are apparent not only between the indi
vidual countries of Eastern Europe, but there are 
also wide disparities among the regions within the 
countries themselves. 

The countries and regions of Central and Eastern 
Europe are analysed In terms of the level of 
reforms, the spatial dimension of structural crises, 
the infrastructural, environmental and energy 
situation, and of migratory movements (see Figure 
2). The chapter concludes with a discussion of 
development potentials and obstacles in the dif
ferent regions of Central and Eastern Europe 
which could be the decisive factors in shaping the 
future of these regions and are therefore a key to 
anticipating the effects on the Community territory. 

2.1. Path of transition in Central and 
Eastern Europe — Between 
instability and slow progress 

Present economic situation 

Three years after the beginning of the reform 
processes the countries of Central and Eastern 
Europe are still suffering economic crisis even 
though the situation has been stabilizing slightly in 
several countries (the Czech Republic, Hungary, 
Poland, Slovenia) (see Table 1 a, 1 b and 1 c). 

GDP fell further between 1990 and 1991 (by 
between -7% (Poland) and -30% (Albania)). Only 
Poland was able to avoid a greater drop in GDP in 
1991 than in the previous year (-11.6%). Unem
ployment soared in all countries with highest 
unemployment rates in Albania, Croatia and 
Poland. All countries have experienced rapid 
monetary devaluation. In 1991 consumer prices 
soared particularly in Romania (344.5%) and Bul
garia (333.5%). Poland was able to stem the 
hyperinflation it experienced in 1990 (249.3%) by 
means of a stringent fiscal and monetary policy 
and was the only country to achieve a slight 
increase in real wages (+0.8%), but with inflation 
of over 60% it is still far from attaining its objective 
of 'monetary stability' (see Table 1 ). (OECD 1992a, 

OECD 1992b, OECD 1992c, OECD 1993a, EC 
1992d, EC1992e) 

The macroeconomic situation in 1992 was as fol
lows: GDP continued to decline in most countries 
with the exception of the Czech Republic and Slova
kia (which witnessed an increment of +15% in the 
first quarter of 1992)' (see Table 1 a). 
Unemployment continued to increase over the year 
1992. In the third quarter Bulgaria, Poland and Hun
gary recorded the highest unemployment rates with 
16.8, 13.6 and 12.7% respectively (leaving Albania, 
70% in June 1992, and Croatia, 17.6% in May 1992, 
out of consideration). The lowest unemployment 
rate was registered in the former Czech Republic 
and Slovakia with an aggregate 5.2% which was 
attributable to the very low rate of approximately 3% 
in the Czech Republic. Incidentally, the Czech 
Republic was the only country in which unemploy
ment decreased in 1992 compared to the previous 
year (1991 : approximately 4%) (see Table 1 c). 
Inflation was stemmed successfully in 1992 in the 
Czech Republic and Slovakia, in Hungary and 
Poland. In June 1992 the inflation rate was 6% (the 
Czech Republic and" Slovakia), 19.6% (Hungary, 
January to June) and 39% (Poland). In Bulgaria and 
Romania, it is true, inflation was also curbed sub
stantially compared to the previous year, but rates of 
112.8% and 222.0% respectively still represent con
ditions far from monetary stability. In all other coun
tries of Central and Eastern Europe inflation con
tinued to soar in 1992 (see Table 1 c). 

Table 1a: Growth rates of GDP, 1990-92 
(percentage change) 

Country 1990 
GDP — Growth rates 

1991 1992 

Hungary 

Poland 

Czech Republic 
Slovakia 

Bulgaria 

Romania 

Slovenia 

Croatia 

Albania 

Estonia 

Latvia 

Lithuania 

Russia 

Ukraine 

Source: OECD 1993a, 

' No data are availat 
Slovenia. 

- 5 . 0 

- 1 1 . 6 

0 

- 1 1 . 8 
- 7 . 4 

- 8 . 3 

- 1 0 . 2 

- 1 3 . 1 

- 3 . 6 

- 0 . 2 

- 5 . 0 

(J.4 

- 3 . 0 

EC1992e. 

le for Hungary, 

- 1 0 . 2 

- 7 . 0 

- 1 6 . 0 

- 2 2 . 9 

- 1 3 . 0 

- 1 2 . 7 

- 2 3 . 4 

- 3 0 . 0 

- 1 0 . 8 

- 7 . 9 

- 1 2 . 8 

- 9 . 0 

- 1 0 . 0 

Poland, Bui 

-
-

15.0 
(first quarter) 

-
-
-

- 2 5 . 0 
(March) 

- 1 1 . 0 
(June) 

- 3 0 . 0 

- 3 0 . 9 

(June) 

- 3 5 . 0 
(June) 

- 1 4 . 0 
(first quarter) 

- 1 8 . 0 
(first quarter) 

garia, Romania and 
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Table 1b: Level of GDP, 1991 

Country 
Total GDP 

1991 
(million ECU) 

GDP per head 
1991 
(ECU) 

Hungary 24 690.4 2 308 
Poland 62 415.0 1753 
Czech Republic and Slovakia 26 459.2 1 729 
Bulgaria 6 345.0 705 
Romania 23 493.3 1 054 
Source: OECD 1993a, empirica. 

Table 1c: Unemployment and inflation, 
1990-92 

Hungary 

Poland 

Czech 
Republic/ 
Slovakia 

Bulgaria 

Romania 

Slovenia 

Croatia 

Albania 

Estonia 

Latvia 

Lithuania 

Russia 

Ukraine 

1990 

1.7 

6.3 

1.0 

1.7 

-

6.9 

9.2 

8.6 

-
-

-

-

0.0 

Unemployment Consumer price index 
rate compared to previous year 

1991 1992 1992 1990 1991 1992 
(third quarter) 

8.5 

11.8 

7.0 

10.2 

2.9 

10.1 

15.4 

50.0 

-
-

-

0.1 

0.0 

10.1 
(June) 

12.6 
(June) 

5.0 
(July) 

12.5 
(May) 

5.4 
(May) 

10.8 
(May) 

17.6 
(May) 

70.0 
(June) 

0.7 

1.6 
(July) 

1.1 
(June) 

0.2 
(March) 

0.0 

12.7 

13.6 

5.2 

16.8 

7.8 

-

-

-

-
-

-

-

-

28.9 

249.3 

10.0 

21.6 

-

35.0 19.6 
(Jan.-June) 

60.3 39.0 
(June) 

58.0 6.0 
(June) 

333.5 112.8 
(Jan.-June) 

344.5 222.0 
(Dec:91/Aug.'90) (Jan.-May) 

550.0 

710.0 

-

17.2 

10.5 

8.4 

5.0 

4.0 

118.0 277.0 
(Jan.-July) 

222.6 484.3 
(Jan.-June) 

-

260.0 1 156.0 

172.2 700 
(June) 

224.7 1 000.0 
(June) 

90.4 875 
(Jan.-June) 

84.0 775.0 
(first quarter) 

their former exports now go to the former Soviet 
Union and their imports from there have greatly 
decreased too, which since the almost complete 
disappearance of barter transactions and of the 
transfer rouble as the unit of account, must now in 
principle be paid for in hard currency.2 The conse
quences are clearly visible in the external trade fig
ures of the Republics of the former Soviet Union 
which decreased by about one third between 
1990 and 1991 (exports from ECU 83.04 billion to 
ECU 56.16 billion; imports from ECU 96.56 billion 
to ECU 54.56 billion), a decrease which is to a 
large extent attributable to the countries of Central 
and Eastern Europe (DIW 42/92). 

The figures are very conspicuous in the field of 
energy. Russian crude oil exports, for example, 
dropped by 11 % in 1990 and by about 25% in 
1991, exports of mineral oil products decreased 
by 9% and of natural gas by 2% in 1991. Exports 
of coal went down by a noticeable 27% in 1991 
while exports of electric power remained more or 
less the same. 

According to official statistics, energy exports of 
the successor States of the former USSR con
tinued to fall in the first half of 1992: crude oil by 
18% and natural gas by 4%. This trend is said to 
affect mainly intra-CIS trade and the exports into 
the former Comecon countries (DIW 42/92). 

Source: OECD 1993a, EC 1992e . 

The greatest drop in trade with the former Soviet 
Union has been seen in Poland. In the first half of 
1991 exports to the former Soviet Union were down 
by 67% compared with the same period in the previ
ous year. Yet trade with the former Soviet Union also 
dwindled In the other former Comecon countries: in 
Bulgaria it fell by 58%, in Hungary by 55%, in the 
Czech Republic and Slovakia by 47% and in Roma
nia by 27%. (OECD 1992a, Wirtschañswoche 
22.5.92). 

Foreign trade 

All Central and East European countries are at 
present subject to strong adjustment pressures. 
The main reasons for this lie in the dissolution of 
Comecon trade, in technological backwardness 
and the fact that the countries and regions are 
structurally ill-equipped to face competition. 

With the collapse of Comecon trade a large part of 
the previous supply networks also disappeared. 
Although the former Soviet Union was the most 
important trading partner for all Central and East 
European countries until 1989, only a fraction of 

These decreases in exports could be partially 
compensated by new trade with Western industri
alized countries — above all with the EC. All Cen
tral and Eastern European countries have record
ed increases in external trade with the Western 
industrialized countries. Table 2 shows that, with 
the exception of Romania, all of them have suc
ceeded in raising their exports to the EC since 
1989. Poland recorded the largest growth rate 
with 36.8% between 1989 and 1990 while in 
1990-91 the former Czech and Slovak Federal 

Due to the scarcity of foreign exchange in the countries concerned 
barter transactions are still carried out, especially between the Baltic 
States and the CIS (refrigerators for raw materials). 
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Republic (CSFR) was in the lead with a 45.8% 
increment compared to the respective previous 
periods. Imports, too, from the EC to most Central 
and East European countries (excluding former 
Yugoslavia and Bulgaria) increased in the period 
1989-91, some considerably. The highest growth 
rate was recorded by Romania which doubled its 
imports from the EC in 1989-90, but has wit
nessed a slight decrease since. Poland's imports 
from the EC showed a continuous increase, 
reaching 25% between 1989 and 1990 and 
59.6% between 1990 and 1991, and so did the 
Czech Republic and Slovakia with 22.0 and 
31.2% respectively (see Table 2). 

Compared to 1989 the ECs importance as a trad
ing partner has thus increased susceptibly for the 
majority of the countries of Central and Eastern 
Europe. For some countries, though, notably Bul
garia and Romania, the situation has not changed 
so profoundly. For them their partner countries in 
the former Comecon, above all the former USSR, 
have remained the most important trading part
ners by far (see Figure 3). 

Table 2: Trade flows between the EC and 
Central and Eastern Europe, 1989-90 

(million ECU) 

Exports into the EC 
1989 

Former Yugoslavia 6 997 
Lithuania 
Former Soviet 
Union 
Poland 
Czech Republic 
and Slovakia 
Hungary 
Romania 
Bulgaria 

15166 
3 858 

2 558 
2 587 
2 548 

531 

1990 

7 684 

16 749 
5 278 

2 786 
3 004 
1 617 

593 

Imports from the EC 
1989 

Former Yugoslavia 7 031 
Lithuania 
Former Soviet 
Union 
Poland 
Czech Republic 
and Slovakia 
Hungary 
Romania 
Bulgaria 

12 603 
3 945 

2 385 -
2 988 

689 
1 477 

1990 

8 521 

13614 
4 934 

2 909 
3 220 
1 415 
1 034 

1991 

7 487 

18 477 
6212 

4 061 
3 625 
1 467 

752 

1991 

6 776 

14 229 
7 876 

3 8 1 7 
3 486 
1 331 
1 033 

1/1992 

1 688 
24 

3 553 
1 619 

1 252 
951 
307 
203 

1/1992 

1 498 
12 

3 370 
1 756 

1 233 
903 
343 
235 

Source: Eurostat 8.9.1992. 

Figure 3: Trading partners of Central and East European countries, 1989-91 
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* EC trade only Germany, Italy, UK and France/CEECs trade only Romania, Poland, Hungary. 
** EC trade excluding Luxembourg/CEECs trade Albania, Bulgaria, CSFR, Poland, Hungary. 

Source: Empirica Regional Monitor. 
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Trade balance and foreign debt 

A serious problem for most countries is the low 

level of export surpluses or even adverse balance 

of trade and the high level of foreign debts (see 

Table 3). Poland managed to reap an external 

trade surplus of ECU 0.72 billion in June 1992, the 

largest among the countries of Central and East

ern Europe, but its indebtedness is dramatic: its 

foreign debt stood at ECU 35.52 billion in 1991. 

Russia's foreign debt which has steadily risen 

since 1990 to ECU 34.72 billion in 1992 is equally 

tremendous (see Table 3). 

Structural crisis 

The stronger orientation towards the West and the 

opening up of domestic markets to international 

trade has placed Eastern enterprises under great 

pressure to adjust. More than ever before are they 

being forced to measure up to the criteria of inter

national competition. Past 'advantages' — such 

as massive energy and raw materials subsidies, 

fixed delivery and purchase obligations between 

individual production locations and the redistribu

tion of profits between Stateowned enterprises 

— have now largely ceased to apply. 

Table 3: Trade balance and foreign debt, 

199092 

(billion ECU) 

Hungary 

Poland 

Czech 
Republic/ 
Slovakia 

Bulgaria 

Romania 

Slovenia 

Croatia 

Albania 

Estonia 

Latvia 

Lithuania 

Russia 

Ukraine 

Trade balance 

1990 

0.2* 

1.8* 

0.6 

0.6 

1.4 

0.5 

1.2 

0.1 

0.1 

0.2 

1.6 

1.9 

0.8 

1991 

0.2* 

0.1* 

0.7 

1992 

0.5* 
(May) 

0.7* 
(June) 

0.2 
(firstquarter) 

0.0 0.2 
(first quarter) 

1.1 

0.2 

0.3 

0.2 

0.1 

0.2 

0.1 

5.8 

1.6 

■ In convertible currency. 

0 .6 
(June) 

0.2 
(June) 

0.2 
(June) 



0.0 
(June) 

0.0 
(June) 


0.4 

(June) 



Foreign debt 

1990 

17.0 

37.3 

6.5 

8.0 

0.2 





0.3 






30.4 



1991 

18.2 

37.5 

7.4 

1992 

17.3 
(April) 



7.3 
(first quarter) 

9.1 

1.5 

1.4 

2.1 

0.4 

0.3 

0.6 

0.8 

32.1 



9.6 
(April) 

2.6 












34.7 



In view of the great technological backwardness in 

Central and Eastern Europe many enterprises are 

still not competitive, as shown by the examples on 

the following page, and many products are of low 

quality and/or are not targetted to market needs. 

A special problem is presented by the conversion 

of the armaments industry. The former Warsaw 

Pact armaments strongholds in the Slovak 

Republic and in the Ukraine, where up to 85% of 

local jobs depended directly or indirectly on the 

armaments industry, are particularly badly hit. 

In 1990 just under 30% of Poland's crude steel was 

still produced in outdated SiemensMartin plants, a 

procedure that was replaced by more modern 

processes years ago in Western Europe because of 

high energy consumption (FAZ 1991 ). 

A considerable part of the machine stocks in the tex

tile industry is outdated. Approximately 72% of tex

tiles machinery in the Czech Republic and Slovakia 

has already been written off. This branch of industry 

is poorly mechanized and automated and productiv

ity is very low (FAZ 1991 ). 

In the former Soviet Union only 15% of oil refineries 

meet Western standards. With energy yields at 

around 6065%, the efficiency of gas production is 

extremely low in comparison to the Western stan

dard of 8590%. In addition enormous amounts of 

raw materials (3040%) are lost during transit (Merrit 

1991). 

In the agricultural sector unresolved legal and 

ownership questions form a serious barrier to pro

duction in many countries. 

Source: OECD 1993a, EC 1992e. 

In Romania, for example, the announcement in Feb

ruary 1991 that producer cooperatives were to be 

privatized engendered great legal uncertainty and 

large areas of land were not cultivated. For the first 

time since World War Two, Romania even had to 

import wheat in order to guarantee supplies to the 

population. Food exports were temporarily banned. 

The situation is similar in the CIS. Unresolved land 

and ownership questions — effective reform of the 

agricultural sector is still needed — and the drastic 

deterioration of the pricecostratio contributed to 

the collapse of agricultural production. In 1990 

imports of wheat to the value of ECU 2 billion and 

meat to the value of ECU 1.6 billion were necessary 

to meet at least the basic requirements of the popu

lation. 

Bulgaria, too, is at present not in a position to supply 

its domestic population with food itself. The main 

problems are in the processing industry, with meat 

production falling by half in the first half of 1991 

compared to the previous year as a result of a lack 

of imports of animal feedstuffs (AGRAREurope 

25/92). 
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Even in Hungary, Poland, the Czech Republic and 
Slovakia, the agricultural sector is in a state of crisis. 
Hungarian food exports have Increased by more 
than 30% in 1992 in comparison to the previous 
year, but falling domestic demand on the one hand 
and rising input prices on the other have widened 
the price-cost gap for agricultural products and led 
to immense adjustment pressure on the sector. A 
similar development is true of Poland and the Czech 
Republic and Slovakia. Thus, in the Czech Republic 
and Slovakia approximately 12% of arable land was 
to be left fallow in 1992 and cattle stocks greatly 
reduced (AGRAR-Europe 25/92). 
In Albania dramatic consequences were triggered by 
the land reform which provided that 80% of the land 
and livestock of the State cooperatives was to be 
allocated to the farm workers. Each family obtained 
between 0.5 and 3 ha depending on the region. 
However, since there was a tremendous shortage of 
seeds and a serious lack of capital, equipment and 
knowhow (which still persists) at the beginning of 
1992, almost 80% of the farm land was left unculti
vated resulting in a drop of the self-sufficiency rate to 
10%! The population was almost entirely dependant 
on food aid from abroad (Reuter 1992). 

As a result of the socialist division of labour which 
led the regional economy to be heavily dependent 
on just one or a few industries, some regions are 
particularly hard hit by this structural crisis. This 
includes monostructural industrial regions in 
which mining and heavy industry prevail (Lodz and 
Katowice in Poland, Martin in Slovakia, Plovdiv 
and Lovec in Bulgaria, Brasov and Sibiu in Roma
nia, etc.) as well as rural areas where the industrial 
and service sectors are scarcely developed at all 
(e.g. areas in North and South Moldova and in 
south-eastern Bulgaria bordering on Turkey). 

price reform at the end of 1993. There are now no 
import or export barriers in Bulgaria, which thus 
has the most liberal regulations governing external 
trade in Central and Eastern Europe. In terms of 
legal frameworks for foreign investors, the founda
tions (permission for up to 100% foreign participa
tion in companies, free repatriation of profits in for
eign exchange) have been created in all of the 
countries. The Czech Republic and Slovakia have 
refrained from introducing a separate law on for
eign investment which means that foreign and 
domestic companies are de facto treated as 
equals (for more details see Annex, Table 1). 

However, there are clear differences between the 
individual countries as regards those reforms 
which are difficult to implement due to both tech
nocratic and political obstacles. This affects the 
following areas: 

(i) privatization of State-owned companies and 
land; 

(ii) currency convertibility; 

(iii) reform of the banking system and creation of a 
free capital market. 

Although, in view of the current economic situa
tion all countries are confronted with enormous 
problems in implementing these reforms (strikes 
and opposition from workforces to the privatiza
tion plans or to the redundancies linked to these 
plans, inflation and currency depreciation, high 
indebtedness of the national banks and budget 
deficits), some have already made some progress 
and launched concrete measures. 

Progress on the path of reform 

Some fundamental reforms have now been imple
mented in all countries of Central and Eastern 
Europe, including: 

(i) dismantling of price controls (apart from a few 
exceptions); 

(ii) liberalization of external trade; 

(iii) creation of favourable conditions for foreign 
investors. 

The Czech Republic and Slovakia have carried out 
the most extensive process of dismantling price 
controls (energy prices represent the only excep
tion). In contrast, Romania only plans to complete 

In the Czech Republic and Slovakia privatization of 
small-sized companies made a good start in early 
1991, the so-called 'large privatization', i.e. the divi
sion of large State-owned enterprises was launched 
in May 1992 with the allocation and sale of Interim 
certificates (so-called vouchers) to the public. By the 
end of 1992 about 30% of the shares of some 1 400 
large enterprises had been sold in this way (under 
the voucher system). 
Also in Hungary the privatization process has made 
considerable progress, yet the privatization of the 
large-scale enterprises is still pending. In 1992 the 
private sector already contributed an estimated 33% 
to the GDP (1991: 25%). 
In Poland the privatization of the approximately 
8 000 large-scale enterprises is progressing only 
slowly. According to the plans of the government 
about half of these enterprises should be privatized 
by the end of 1994 (EC 1992e). 
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Moreover, in these countries preparations have been 
made for currency convertibility and for the creation 
of a free capital and foreign exchange market. In the 
Czech Republic and Slovakia a free foreign 
exchange market has existed between the banks 
since August 1992 and first steps have been taken 
to set up a stock exchange in Prague. Also Hungary 
has made considerable progress towards liberalizing 
the capital market. A securities market already exists 
in Poland (for more details see Annex, Table 1). 

In contrast, the reform measures are proceeding 
slowly in Slovenia, Croatia, Bulgaria and Romania 
and there is a relatively high degree of legal uncer
tainty. 

Slovenia has made ambitious plans for the speedy 
privatization of a large number of State-owned 
enterprises, but their realization is in abeyance since 
the necessary legislation has not been passed yet. 
In Croatia the privatization process has only just 
begun. In May 1991 a new law on privatization was 
passed which provided that 3 600 State-owned 
enterprises should be privatized by June 1992. 
Some 1 000 enterprises have so far tabled privatiza
tion plans. The other 2 600 enterprises have been 
placed under government supervision and restruc
tured, and shall be privatized by a later date to be 
fixed yet (EC 1992e). 

Bulgaria despite some spectacular steps (such as 
the full liberalization of foreign trade, see above) 
provides a rather unstable picture. 

Against the background of the country's enormous 
political, economic and social problems, the Bulga
rian Government in a policy statement of 30 Decem
ber 1992 outlined the current situation and the out
look for the reforms. According to the statement the 
greatest problems are: the adverse balance of pay
ments (caused by the drastic decline of exports after 
the dissolution of the Comecon), growing unemploy
ment, soaring inflation, a high crime rate, the 
wretched social situation of pensioners and disabled 
people (the average real pension has dropped by 
more than half since 1990), the inadequate protec
tion of domestic producers against Imports and the 
slow progress of privatization. 
To ease the social tensions, to stem the growing 
instability in the country and to prevent the govern
mental and public structures set up so far from 
crumbling, the government announced the launch
ing of a number of measures which include several 
democratic reforms and in particular speeding-up of 
the land reform (it is planned to distribute about 50% 
of the State-owned land by the end of 1993), 
removal of administrative and legal obstacles to pri
vatization, moderately protectionist measures in 

favour of agriculture and other sectors, health 
reform, development of a social security system and 
measures to protect ethnic and religious minorities 
(press release by the Bulgarian Government 1993). 
However, no time schedule has been set up nor 
have any concrete concepts been worked out yet for 
the implementation of the reform measures (except 
for land reform). 

In Romania, as in Bulgaria, there is a very bureau
cratic and inefficient administrative system, which 
makes the implementation of reforms consider
ably more difficult than in other countries of Cen
tral and Eastern Europe. 

Laws already passed by the Romanian Government 
are not being implemented (e.g. a law on the reform 
of the banking system was agreed in April 1992, yet 
the banking sector is still comparatively underdevel
oped); as regards the provisions on privatization, for
eigners are not entitled to purchase land unless they 
are a legal entity engaged in joint ventures. 
The privatization of the agricultural land has been 
practically completed with some 82% of the land 
allocated to private owners (in late 1992). Moreover, 
some 50% of the residential buildings and about a 
third of the retail trade business were privatized by 
mid-1991 and early 1992 respectively. Privatization 
of large-scale enterprises, on the other hand, is only 
just beginning. It is planned to privatize about 6 200 
enterprises representing about 55% of the capital of 
State-owned enterprises. 

The Baltic countries and the CIS are just beginning 
to implement reform measures: many plans have 
been repeatedly postponed or suspended (e.g. 
dismantling of price controls, agrarian reform, 
etc.). The same is true for Albania where a pro
gramme to privatize State-owned industrial enter
prises was worked out but where the acute eco
nomic problems (at least 50% of the State enter
prises have stopped production) have so far 
curbed any concrete steps towards creating mar
ket conditions. 

The most important measures taken in Albania con
cern the reestablishment of democratic basic frame
works such as a party system and the freedom of 
the press. In the course of land reform the land of the 
State cooperatives has been reallocated except a 
residual 20% which is planned to remain State-
owned, but there is a shortage of seeds, technolo
gies and know-how. 

Even though one cannot speak of genuine eco
nomic progress, the prerequisites for future 
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growth in Hungary, the Czech Republic, Slovakia 
(at least in the Czech Republic) and Poland seem 
to be better than in the other countries. The politi
cal situation is less unstable and, in terms of the 
legal and administrative frameworks, the countries 
have already made great progress towards creat
ing market economic systems. 

This assessment is confirmed by a survey of 
experts, who put Hungary in first place in the table 
of reformers, ahead of the Czech Republic, Slova
kia and Poland. Bulgaria is in fourth position 
ahead of Romania (5th place) and the Baltic 
States (6th place) (empirica, Wirtschaftswoche 
16.10.1992). 

Foreign investment 

An indicator of relative political and social stability 
is the scale and the development of foreign invest
ments in each country. 

Leaving the new German Länder out of considera
tion, Russia, Hungary, the Czech Republic, Slova
kia and Poland are the countries preferred by 
Western investors. Between September 1991 and 
September 1992 they attracted 516 out of 719 
investment projects which equals almost two 
thirds (72%). In terms of volume this is ECU 12.24 
billion or 55% of the total value (see Figure 4). 

The USA is far in the lead as an investor in Central 
and Eastern Europe including the former Soviet 
Union, engaging in 219 projects and investing a 
total of almost ECU 6.4 billion primarily in oil and 
natural gas. In second place behind the USA and 
ranking well ahead of other West European coun
tries is Italy which has taken this leading position in 
Europe through several large-scale investments in 
oil, natural gas and car production (Fiat alone has 
commissioned ECU 1.6 billion in Poland). In the 
next places follow the United Kingdom, Germany 
and France. These five countries account for 68% 
of all investment projects and for more than 83% 
of the appropriated funds (Figure 5). 

Joint ventures remain the most favourite form of 
investment accounting for about half of all foreign 
investments in Central and Eastern Europe. 
Almost 50% of all investment goes into oil and 
natural gas projects (ECU 10.56 billion) concen
trating on Kazakhstan (ECU 4.8 billion by British 
Gas, ECU 1.28 billion by the Government of 
Oman/Caspian Pipeline, ECU 1.2 billion by US-
Chevron/Tenizchevron) and Russia (ECU 2.5 bil
lion by US-Conoco/Polar-Lights project), then fol

low investments in the automobile industry (ECU 
4.1 billion) and in mining (ECU 1 billion), (see Han
delsblatt 6.1.1993). 

Thus, whilst some countries — above all Hungary, 
but also the Czech Republic and Poland — could 
cautiously be regarded as relatively advanced 
countries, the other countries are on the whole still 
a long way from achieving political and social sta
bility: Bulgaria and Romania due to structural 
paralysis and the existing networks of old commu
nist cadre in the political system which are here 
still more deeply entrenched than elsewhere; 
Albania due to its catastrophic economic situa
tion; the Baltic States due to their very heavy 
dependence on the former USSR (e.g. in the 
energy sector and manufacturing); and the CIS 
due to a great measure of political instability and 
to reluctant reforms (e.g. in Russia but also in 
other States like Lithuania). 

2.2. Spatial dimension of the 
structural crisis 

Problem regions with predominantly 
agrarian structures 

In many parts of Central and Eastern Europe the 
regional importance of agriculture is dispropor
tionately high. Looking at the level of agricultural 
employment one should take into account, 
though, that in some countries there are consider
able differences between the concepts 'em
ployees' and 'economically active persons' as 
criteria in agriculture, as is evident from the 
following diagram (see Figure 6). 

In many countries the importance of the agricul
tural sector and hence dependency on it is 
particularly pronounced in the peripheral regions 
which lends a supra-regional dimension to the cri
sis concerning agrarian structures. If one uses the 
indicator 'share of employees in the agricultural 
sector as percent of total working-age popula
tion',3 as a criterion for regional sensitivity, then in 
Romania the regions on the southern and south
eastern peripheries (border regions to Bulgaria) 
and the north-western parts (border regions to 
Hungary) are the most affected areas. In Bulgaria, 
the northern parts of the country on the border to 

For Map 6 the indicator 'share of employees in agriculture in total 
working-age population' was used to show the potential extent of 
future sensitivity (unemployment or underemployment of the self-
employed). 
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Figure 4: Countries of destination of private investment in Central and Eastern Europe, 1991/92 
(million ECU) 
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Figure 5: Countries of origin of private investment in Central and Eastern Europe, 1991/92 
(million ECU) 
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Figure 6: Employees and economically active persons in agriculture 1990 
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(as percent of total employment) 
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Romania and the border regions to Turkey as well 
as the region of the former Yugoslavian Republic 
of Macedonia bordering on Greece are particularly 
dependent on agriculture (see Map 6). 

Using this concept it must be noted, however, that 
the current economic problems of the rural popula
tion are not reflected to the full extent. 
In Romania, for instance, the average size of each 
private farm has fallen to 2 ha due to the partially-
implemented privatization of the agricultural sector 
which has led to a significant deterioration of the 
income situation of the peasants. 
In Bulgaria, the working conditions of the Turkish 
minority, situated in rural areas of south-eastern Bul
garia, are extremely unfavourable: since they are 
excluded (so far) from the land reform and have no 
possibility of purchasing land, they are forced to 
lease land at high rents which further worsens their 
economic position, poor as it is. This has already led 
to a huge wave of emigration of Bulgarians of Turkish 
origin from south-eastern Bulgaria. 

Hungary and Poland also show a clear centre-
periphery gap in terms of the proportion of 
employees in the agricultural sector. The most 
affected regions are northern Poland and the 
north-western regions of Poland bordering on 
Germany, which show an above-average depen
dence on the agricultural sector, as do eastern 
Hungarian regions bordering on Romania and 
southern regions of Hungary on the border to 
Croatia.4 

In the Czech Republic and Slovakia, on the other 
hand, there is no clearly identifiable centre-periph
ery gap. While it is true that the Slovakian border 
regions to Hungary and Ukraine are dominated by 
agriculture, the northern region (north Moravia, 
central Slovakia) bordering on Poland is definitely 
industrially orientated with such industrial loca
tions as Ostrava. 

In Albania of all the countries of Central and East
ern Europe, agriculture has the largest share in 
total employment with 33.8%, and holds an 
important position throughout the country apart 
from the major towns (Tirana, Shkodër, Durrës) 
and several industrial locations. 

Map 6 shows that there are considerable regional 
differences not only in terms of the relative impor
tance of agriculture (measured in employment 
share) but also in terms of the land use. Expressly 

agriculturally dominated areas where agricultural 
land accounts for more than 65% of the total area 
are found in southern and eastern parts of Roma
nia as well as in central parts of Hungary and 
Poland while, for instance, in the Sofia region and 
Plovdiv as well as in central Slovakia the share of 
agricultural land in total area is very low (minimum: 
8.8%). In a major part of the regions the propor
tion of arable land and permanent grassland — 
which is an indicator of the intensity of land use 
and/or of the soil quality — is between 1 and 8%. 
Eastern parts of Bulgaria show a remarkably high 
share of arable land and at the same time a rela
tively low share of agricultural land in total area, 
which is indicative of the very intensive land use in 
these regions. 

Monostructural industrial regions 

All countries in Central and Eastern Europe have a 
considerable need for restructuring and moderni
zation in the industrial sector. This is especially 
true of mining and "heavy industry, although all 
other branches of industry are also under pressure 
to adjust. Regions where economic activities con
centrate on just one or a few industries are most 
affected by this adjustment pressure. No employ
ment figures exist for the individual branches of 
industry at the regional level. An indicator of the 
degree of concentration of manufacturing indus
tries is formed by the ratio of employees in manu
facturing to the total employees in industry5 (see 
Map 7). 

The iron and steel regions in Poland (Upper Silesia 
and Krakow), and in Hungary Komarom, Nograd, 
Baranya and Borsod are traditional industrial 
regions with most employees working in coalmin
ing and in the iron and steel industry. Regional 
focal points are also represented at present by 
locations in northern and eastern Hungary, where 
large industrial complexes in the petrochemical 
industry and in mechanical engineering became 
established, predominantly producing for Soviet 
needs in the past. (For base map see Annex, Map 
1 : Regions of Central and Eastern Europe). 

The largest industrial centre in the whole of Central 
and Eastern Europe (Ostrava) is in north Moravia: 
two thirds of employees work in iron and steel pro
duction. Northern Bohemia is one of the most 

If the indicator 'share of agriculture in total employment' is used, then 
also other regions show a strong dependency on the agricultural 
sector, especially the eastern parts of Poland with a dependency of 
up to one third of the population (EC 1992b). 

The difference between industry and manufacturing is accounted for 
by the construction sector. The use of this indicator to characterize 
monostructural industrial regions which need to adjust appears plau
sible because it points to excess manufacturing in the industrial sec
tor or, at least, to the relative underdevelopment of the construction 
sector in traditional industrial locations. 
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Map 6 
Employment in agriculture 
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important lignite-mining regions of Central and 
Eastern Europe, producing 50% of the Czech 
Republic's and Slovakia's total coal output and 
25% of its electricity. A serious problem is also 
represented by industrial regions in central Slova
kia, including in particular the arms-producing 
centres of Banská Bystrica and Martin. 

A salient feature in Romania and Bulgaria is the 
very high concentration of industries in some loca
tions where up to 43% of the workforce are 
employed in industry. Typical examples of such 
concentration are Lovec, the region of Sofia and 
the large industrial conurbations of Brasov (Bul
garia), Satu Mare, Sibiu and Mures (Romania), 
Jelenia Gora, Walbrzych and Bielsko-Biala 
(Poland) as well as central and east Bohemia and 
north Moravia (Czech Republic). 

Prospering sectors and spatial impact 

In contrast to the regions which have or could 
come under particular pressure due to their sec
toral structure, there are individual locations which 

— relatively speaking 
turai conditions. 

display favourable struc-

These primarily include regions where the impor
tance of private services6 is particularly high. This 
applies above all to the capital cities as well as to 
western parts of the Czech Republic and Hun
gary. It also applies to the coastal areas of Bulgaria 
and Romania bordering the Black Sea where 
tourism is an important branch of the economy 
(see Map 8). 

In terms of privatization the service sector has also 
made the most progress. In 1991, of the approxi
mately 45 000 private enterprises in Poland and 
approximately 40 000 in Hungary (excluding agri
culture) over 60% were in the private service sec
tor, in the Czech Republic and Slovakia the corre
sponding figure is over 50%. Of these, the majority 

Private services include commerce, banking, transport and commu
nications as well as other services. The public service sector, which 
still accounts for a large proportion of the total services in some 
regions, was left out of consideration in view of its inflated condition 
and assuming that private services, for a large part newly created, 
are more efficient and innovative. 

Figure 7: Share of private services in total private enterprises, December 1991 to February 1992 
(as percent of total enterprises) 
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Map 7 
Industrial concentration (index) 
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Map 8 
Employment in private services 
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Map 9 
Research and development 
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Figure 8: Index of R&D * activities in Central and Eastern Europe, 1990 
(Index 100=maximum) 
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are active in trade and commerce (see Figure 7). 
(OECD 1992c) 

Besides the capitals in the various countries, 
some of the private service centres also play a key 
role as R&D centres: Poznan and Szczecin in 
Poland, Baranya in Hungary, south Moravia as 
well as Varna in Bulgaria are but a few examples 
(see Figure 8 and Map 9). 

However, two things are to be noted regarding ser
vices. Firstly, the service sector is still of relatively low 
importance in Central and Eastern Europe as a 
whole (with the exception of Poland and some 
regions in the Czech Republic and Hungary), com
pared with the EUR 12 where an average of 60% of 
employees work in the service sector. This applies 
above all for Romania where services account for 
less than 30% of employment (EC 1992d). Second
ly, the proportion of employees in the service sector 
does not in itself signify anything about the efficiency 
of this sector, which is considerably handicapped by 
delays in the reform processes. Thus, in many parts 
of Central and Eastern Europe no efficient credit 
sector and no free capital market exist as yet. More
over, inadequate infrastructural facilities, especially 
telecommunications equipment, are hindering the 
development of internationally significant financial 
and service centres. 

Although detailed data concerning foreign invest
ment in the individual regions are not available, the 
private service centres or those regions which 
have relatively few structural problems appear to 
be most attractive to foreign companies. The 
largest investment flows have gone to the Prague 
region, to Bratislava as well as to Budapest, 
Baranya and Komarom in Hungary (Inotai 1992). 
As for Poland, almost 60% of all investments have 
gone to Warsaw, Poznan, Szczecin, Gdansk and 
Katowice (FAZ 1991). 

In Bulgaria and Romania the regions with a very 
high proportion of service industries and relatively 
good development prospects are the coastal 
regions. Indeed, 34% of the total capital invested 
in Romania up until the end of 1991 went to the 
tourism sector and thus to the coastal regions. 
(RFE/RL 25.9.1992) 

Regional unemployment 

Unemployment, which officially did not exist dur
ing the communist era, has increased dramatically 
in most parts of Central and Eastern Europe since 
the beginning of the reform processes. Maps 10a 
and 10b show the numbers of officially registered 

unemployed at the end of 1990 and at the end of 
the third quarter in 1992. This shows unemploy
ment to be highest in the rural areas of Poland, in 
southern Slovakia, in north-eastern Hungary and 
south of Budapest, and in north-western Bulgaria. 
In Romania the areas with highest unemploment 
rates are north and south Moldova in the east of 
the country. However, some industrial locations 
are also affected by high unemployment rates (for 
example, Plovdiv in Bulgaria). 

However, as an indicator unemployment must be 
interpreted carefully: high unemployment obvious
ly points to the particular problems of the region 
concerned. Yet the reverse is not true: countries 
or regions where only relatively low numbers of 
unemployed are registered cannot be generally 
interpreted as competitively strong, let alone as 
prosperous. The reasons for this lie in the differing 
methods for registering the unemployed. Some 
countries do not include unemployed school 
leavers, in other countries the long-term unem
ployed drop out of the unemployment statistics 
(see OECD 1992c). 

In Romania, for instance, the relatively low unem
ployment rate of 7.8% (third quarter In 1992) can be 
partially explained by the following factors: school 
leavers without jobs to go to are not registered as 
unemployed; some regions do not have any govern
ment agencies for the unemployed; labour adminis
tration is still rudimentary; State support is only 
received by those unemployed who fulfill certain cri
teria: of the approximately 700 000 registered unem
ployed in the first quarter of 1992, only around 
441 000 received unemployment benefit. The pat
tern of unemployment — almost half of those regis
tered unemployed were college graduates — also 
suggests that many of those who had no prospect 
of receiving new jobs or unemployment benefit sim
ply did not register at all. These factors lead to the 
conclusion that even the forecasts of between 12 
and 13% jobless for 1993 (lliescou 1992) do not 
reflect real developments in the labour market. 

A comparison of the development of unemploy
ment in the individual countries of Central and 
Eastern Europe also shows that the rise of unem
ployment in the so-called early reformers Poland, 
the Czech Republic, Slovakia and Hungary seems 
to be lower in 1992 than in the previous years. In 
the Czech Republic and Slovakia the unemploy
ment rate has even dropped slightly by the third 
quarter in 1992 compared to the previous quarter 
(see also Chapter 2.1). 

In Bulgaria and Romania, in contrast, unemploy
ment — still at a relatively low level in view of the 
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Map 10a 
Unemployment at third quarter 1992 
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bad economic situation — is likely to continue to 
rise. The present level of unemployment is thus 
partially an indicator of the speed of the reform 
processes and especially of the privatization 
process. 

A comparison of Maps 7 and 10b shows that 
unemployment is still at comparatively low levels in 
the monostructural industrial regions. This is due 
not least to the, so far, successful opposition of 
the trade unions and workers councils to more 
severe rounds of job cuts. However, the neces
sary restructuring measures in these regions will 
most likely lead to soaring unemployment in the 
near future. 

Eastern Europe it is to be assumed that large 
waves of redundancies are still to come, affecting 
the individual regions to differing extents. 

On the whole it can be taken for granted that 
unemployment will remain an extremely serious 
problem over the next few years, mainly affecting 
the agrarian-structured problem regions and the 
monostructural industrial locations. 

2.3. Regional disparities in 
infrastructure and in standards 
of living 

In contrast, in rural regions (see Maps 6 and 10b) 
unemployment is already at disproportionately 
high levels. It should be added, however, that the 
official figures do not give a true picture of the 
labour market situation in rural areas as in some 
countries, for example Poland and Romania, 
unemployed persons who cultivate a plot of land 
(0.5 ha) are not registered as unemployed. 

In view of the incipient process of restructuring in 
the former State-owned enterprises in Central and 

The deficiencies in the spatial development in 
Central and Eastern Europe are reflected not only 
by the critical state of the economic structures. 
Large parts of Central and Eastern Europe are 
also far behind Western standards in terms of 
technical, social and medical infrastructure, 
although there are wide regional disparities here. 

There are some deprived regions such as north 
and south Moldova which lack efficient transport 
and communications links to larger centres, which 

Figure 9: Development of unemployment in Central and Eastern Europe, 1990-111/1992 
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cannot guarantee adequate medical care and 
where the local population's standard of living is 
extremely poor. Such deficiencies are not only 
important obstacles to development in these 
regions, but also form a breeding ground for social 
tensions. Moreover, they have a push effect 
(besides unemployment) on emigration. 

work and in respect of future plans for expanding 
the road network. 

The following two maps show the major road and 
rail corridors (existing and planned) in the coun
tries of Central and Eastern Europe as well as the 
major links to the European Community. 

Transport infrastructure 

So far rail transport has been the dominant form of 
transportation in Central and Eastern Europe. In 
1990 the railway network carried around two-
thirds of goods traffic as compared to only around 
20% in the Community territory (see Figure 10a). 
Meanwhile, the ratio has changed, however, in 
favour of road transport. In Romania, for instance, 
the volume of road transport rose by 50% since 
1990 while rail transport slightly declined, a trend 
which is mainly attributable to the decline of trade 
with the former Soviet Union and the increase of 
trade with Western Europe. Along with the shift of 
trade came the need for more flexibility which 
roads are more apt to meet than railways, inade
quate and derelict as these often are. 

Rail and road 

Quantitatively, the rail network is relatively well 
developed, above all in the Czech Republic and 
Slovakia (1990: 102.50 km/1 000 km2), in Hun
gary (84.17 km/1 000 km2) and in Poland (76.73 
km/1 000 km2) which rank far ahead compared to 
other European countries (see Annex) (United 
Nations 1992), but large sections of the network 
are in dire need of modernization. 

Due to a lack of investment in the past and the 
great strains put on the railway — for example, in 
1990 around 26 million tonnes of freight were 
transported per kilometre of railway in the former 
Soviet Union (1.3 million tonnes in the EUR 12, 7.8 
million tonnes in the USA) — most networks and 
railways are in a terrible condition. 

The generally poor quality of roads is common to 
all countries of Central and Eastern Europe. For 
example, in 1990 only 0.72% of the roads in the 
Czech Republic and Slovakia were classified as 
motorways (Poland: 0.08%, Hungary: 1.3%; for 
comparison Western transit countries: Germany: 
3.4%, Benelux: 5.1 %), in other countries there are 
scarcely any motorway-standard trunk roads at 
all. Yet there are some considerable differences 
between the individual countries and regions, 
both regarding present links to the transport net-

Rail and road corridors run parallel for the most 
part. In the following the major road and rail corri
dors of the individual countries are described (for 
more details see empirica 1993a). 

Samples of existing transport corridors 

Czech Republic and Slovakia 

The most important transport axes between the 
Czech Republic and Slovakia and to their Eastern 
European neighbours run from Ostrava via Zllina-
Kosice-Clerna to Tisou/Cop in the direction of the 
Ukraine or from Prague via Brno-Bratislava-
Komárno-Stúrovo to Budapest. A section of motor
way runs between Prague, Brno and Bratislava. 
The Czech Republic's most important corridor 
towards the West runs from Prague to Paris via 
Plzen-Cheb-Schirnding-Nuremberg-Frankfurt. 
Besides this, the axis from Prague-Decin-Bad 
Schandau-Dresden-Berlin-Copenhagen-Malmö and 
the route between Prague-Plzen-Domazlice-Ceská 
Kubica-Furth im Wald are also important. The major 
corridor to Austria is Prague-Tabór-Ceské Velenice/ 
Gmünd-Vienna. 
Slovakia has only one transport axis to the West: 
Bratislava-Marchegg-Vienna. 

Hungary 

Within Hungary there are four Important transport 
corridors, all of which run via Budapest. While some 
developed road links still exist between these corri
dors in the east and north-east of the country, in the 
south there are hardly any connections in an east-
west direction. 

Poland 

The Polish transport system is distinguished by two 
important east-west axes, with several north-south 
connections running between the two (linking large 
towns). The Berlin-Warsaw-Minsk-Moscow route is 
situated roughly in the centre of the country: this also 
used to be the most important international trans
port route. In the south, the route from Zgorzelec/ 
Görlitz on the border to Germany through the Upper 
Silesian industrial area up to the Ukrainian border is 
important to international transport, since many of 
Poland's industrial regions are linked to this route. 
Alongside these two important east-west transver
sals, two axes run diagonally through the country: 
one from the Polish-Czech border through the 
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Figure 10: Share of rail transport in total freight transport, 1990 

(as percent of total transport) 
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Map 11a 
Major road transport corridors 
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Map 11b 
Major rail transport corridors 

o J) 

Existing or planned major railways 

Reform processes and spatial development in Central and Eastern Europe 45 



Upper Silesian industrial area to Warsaw and the 
other between Szczecin-Poznan-Wroclaw. 

Bulgaria 

The main axis for both the rail and the road networks 
runs from Sofia in an easterly direction to Burgas 
and Varna. 
The most important links to other countries run from 
Sofia in the north-east and Varna in the north-west 
to Ruse (on the Romanian border) through 
Bucharest and Lvov to Poland or to Western Europe 
and to the States of the former Soviet Union; from 
Sofia via Nis and Belgrade to Hungary, to former 
Czechoslovakia and to Poland or Austria; and finally 
from Sofia through Plovdiv to Greece and Turkey. 

Romania 

The rail and road network in Romania is governed 
specifically by natural conditions and forms a loop: 
coming from the Ukraine in the north, it passes 
through the towns of Suceava and Roman and con
tinues to Bucharest. A main corridor linking Romania 
with the western regions of the Ukraine and with 
Poland is the route from Bucharest through Sucea
va, Chemovtsozy and L'vov to Przemysl. The route 
through Oradea to Budapest is the most important 
link to Hungary, into former Czechoslovakia and to 
Austria. The route through Giurgiu forms the main 
corridor to Bulgaria, Greece, and into Turkey. 

Baltic States 

The most important road and rail links between the 
Baltic States and their Eastern European neighbours 
run from Tallinn, from the coastal towns of Ventspils, 
Llepaja (Latvia) and from Klaipeda (Lithuania) via 
Riga to Russia and Belorussia or via Vilnius to 
Belorussia and Poland. 

Albania 

There is only one link to the Western European rail
way network in the north of the country (Bajzë). 
Besides this there is a range of poorly-developed 
road links between Albania and former Yugoslavia 
and Albania and Greece. 

The above description of the important transport 
corridors shows that road and rail links exist 
between the major centres of the countries of 
Central and Eastern Europe, but the roads are 
generally in a very poor state (except a few motor
way sections) and railway networks, too, are badly 
in need of modernization. 

All experts agree that to extend and modernize 
the transport networks in Central and Eastern 
Europe will require huge financial means, as the 
following estimates show. 

Estimates of the costs of infrastructural pro
jects 

According to an estimate by COWI Consult (COWI 
Consult 1991) the cost of turning the following 12 
major road corridors into motorways of Western 
standard would amount to some ECU 50 to 74 bil
lion (1991 prices): 
1. (Berlin) — Warsaw-Moscow 
2. (Berlin) — respectively (Dresden)-Katowice-Kiev 
3. (Berlin) — Prague-Vienna-Budapest-Belgrade-

Sofia-(Thessaloniki) (respectively Ankara) 
4. (Nuremberg) — Prague-Warsaw 
5. (Italy) — across Slovenia-Croatia to Budapest 
6. Gdansk-Prague 
7. Szczecin-Prague 
8. (Thessaloniki)-Sofia-Bucharest-CIS 
9. Budapest-Bucharest-Constanta 

10. (ltaly/Austria)-Slovenia-Croatia-Belgrade 
11. Link between Belgrade and corridor 9 
12. Link of corridor 6 via Slovakia towards the CIS. 
To develop the rail networks along these axes 
according to West European standard would cost 
another ECU 37 to 50 billion. 
The International Union of Railways (UIC) published 
an estimate of the cost accruing from developing, 
modernizing and extending the major railway lines in 
Central and Eastern Europe (Handelsblatt, 
4.2.1992). They start from a core network compris
ing 11 500 km of tracks in Poland, the Czech 
Republic, Slovakia, Hungary, former Yugoslavia and 
the new German Länder. To modernize 7 000 km of 
this network to reach Western level (travel speed 
160 to 200 km/h) and to newly construct an addi
tional 3 500 km would cost about ECU 58 billion. 
Only a fourth of this amount has so far been budget
ed for by the countries concerned while the financ
ing of the rest is yet uncertain. Core sections would 
be the line Berlin-Warsaw to be newly constructed 
as well as the lines Berlin-Prague-Vienna-Budapest-
Belgrade and Nuremberg-Prague-Warsaw to be 
modernized and newly constructed. 
According to the UIC estimates, to newly construct 
or improve the lines Berlin-Warsaw or Nuremberg-
Prague would greatly reduce travel times, between 
Berlin and Warsaw from currently more than seven 
hours to three and between Nuremberg and Prague 
from more than five hours to two. As a result, the rail
ways would greatly improve their competitiveness 
vis-à-vis the roads on distances of 200 to 800 km in 
the UlC's opinion (Handelsblatt, 4.2.1992). 

At present, and particularly in Poland, the Czech 
Republic, Slovakia and Hungary, great efforts are 
being made to develop and modernize the most 
important routes. (For more details see empirica 
1993a.) 

In order to meet the huge financial requirements, 
forms of private financing are envisaged in all three 
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Samples of important infrastructural projects 

Czech Republic and Slovakia 

The major motorway development projects are the links 
between Prague, Plzen and Nuremberg, Prague and 
Dresden and Bratislava-High Tatra. 
Considerable expenditure is essential to develop the 
most important motorway routes (approximately 260 to 
300 km). Total investment which will be needed for this 
has been estimated at around Koruna 30 billion 
(approximately ECU 3.21 billion ). 
At present there is a lack of innovative and comprehen
sive traffic planning, to promote combined goods trans
portation in particular. For the short term at least road 
construction appears to have been granted priority over 
measures on the railways and in inland shipping. 

Hungary 

The main goal of the larger-scale infrastructure projects 
is to reduce traffic in the capital by constructing an 
orbital motorway around Budapest and to establish 
new east-west and north-south links by developing 
cross-border motorway connections. There are plans 
to build 500 km of new motorways along the main axes 
via Budapest. The cost of the most important projects 
is estimated at around Forints 250 billion (approximately 
ECU 9.5 billion). 
As regards modernization of the railway network there 
are plans to close the qualitative gap with Western 
Europe. So far it lags behind by around 20 years. To this 
end, intercity links are also to be developed amongst 
other things: with average speeds of 160 km/h these 
will attain international standards, though not high 
speeds of 200 km/h or more. 

Poland 

No major railway projects are being planned but all 
decisions have been postponed in view of the tight 
public budgets. Repair and maintenance work on exist
ing lines is carried out for which a sum of Zloty 2 600 bil
lion was earmarked in the 1992 national budget. 
It is planned to modernize the most important railway 
lines with the aid of World Bank loans (in the order of 
ECU 80 million). An important project in terms of inter
national transport is the construction of a broad-gauge 
railway from Brest to Gdynia, as a result of which the 
sea port in Gdynia should become the most important 
port for transport to and from Belarus. 
Connections between Elblag and Kaliningrad, both 
overland (road and rail) and by sea are also being devel
oped at present. 
Additional projects include new motorway connections, 
both east-west (via Warsaw) and north-south (Gdansk-
Katowice). These projects form part of the planned cor
ridor from Scandinavia through the Baltic States 
towards the Balkans and to Western Europe. However, 
due to Poland's current financial crisis, these projects 
either are only in the initial stages of development or 
have been postponed for the present. It Is planned in 
the medium term to build 2 500 km of motorway and 
3 500 km of motorway-standard trunk roads. 

Bulgaria 

Expansion and modernization measures are planned 
for the 1990s. These involve in particular the Bulgarian 
sections of the transit rail route from Sofia to Nis (In for
mer Yugoslavia) and the connections to the Greek and 
Turkish border. 
The orbital motorway between Sofia, Varna and Bur
gas, which was commenced in 1972, should be com
pleted by the year 2000 and an additional route should 
also be constructed between Sofia and Pernik. The 
long-term road construction programme envisages the 
construction of a better connection between peripheral 
regions and large centres in particular. 

Romania 

Since the importance of road transport has increased 
significantly over the past few years and in view of the 
poor condition of the roads, the modernization and 
expansion is given high priority. An important project is 
the development of the road connection between 
Bucharest and Constanta via Cemavoda. 
Only approximately Leu 300 million (approximately 
ECU 0.538 million) has been made available for the 
development and modernization of the Romanian 
transport infrastructure. 

Baltic States 

The 'Via Baltica' is a major project: it comprises the 
construction of a motorway from Helsinki to Warsaw via 
Estonia, Latvia and Lithuania to link Scandinavia with 
Central Europe. It is estimated that approximately 20% 
of traffic between Finland and Central Europe will use 
this new route; the annual growth rate of the traffic vol
ume is estimated at 3.5 to 6%. In March 1992 the 
Lithuanian Parliament agreed upon construction of the 
section through Lithuania; this is to run from the Latvian 
border via Pasvalys, Panevézys, Kedainiai, Kaunas and 
Marijampole to the Polish border. 
The total length of the Via Baltica through the three 
Baltic States amounts to approximately 649 km. The 
motorway section running through Lithuania is 274 km 
long, of which only 116 km are surfaced at present and 
only 26 km developed as motorway-standard trunk 
road. Nor do the existing stretches of motorway in 
Latvia and Estonia meet the required standard. The 
plans are divided into three phases and should be com
pleted in 2010. 

Albania 

A major prerequisite for the increased international inte
gration of Albania is the airport in Tirana and the mod
ernization of rail and road connections between Albania 
and its neighbouring countries. At least ECU 300 to 430 
million is needed for development of the main road links 
to former Yugoslavia and Greece, which should be car
ried out over the next 5 to 7 years, and for the construc
tion or modernization of the airports in 3 to 4 years. The 
road network would then total 2 000 to 3 000 km In 
length. 
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countries. In Hungary around 60% of total costs 
which can hardly be provided by the national bud
gets are due to be covered with the aid of conces
sion contracts. In the Czech Republic, Slovakia, 
Poland and currently in Bulgaria and Romania 
similar arrangements have been planned. 

In Romania, the amount which has been made 
available so far represents a relatively insubstantial 
amount compared to the total investment needed. 
It is hoped that foreign investors will help to enable 
realization of the most important projects. To this 
end, the introduction of concession agreements is 
also envisaged in connection with toll charges. 

In Bulgaria there are also plans to launch job crea
tion measures especially in the building sector 
which are meant to reduce the high unemploy
ment figures and at the same time to promote the 
urgently needed development/modernization of 
infrastructure. 

Inland navigation, major river and sea ports and 
combined transport 

With regard to inland navigation, it is remarkable 
that transport via inland waterways plays a rela
tively insignificant role although there are several 
big rivers — the Danube which crosses many 
countries of Central and Eastern Europe or the 
Vistula and Oder in Poland (see Map 11c). The 
navigable length of the Vistula, for instance, is 
three times longer than that of the Rhine but the 
volume transported is only one third of the latter. 

In 1990 only 0.8% of total transport in Poland was 
by inland navigation, (corresponding figure for the 
former Czech Republic and Slovakia: 4.4%, Bul
garia: 4.8% and Hungary: 5.5%). Since in the past 
freight transport by rail was given priority, only very 
little money went into investments to modernize 
harbour facilities and vessels. As a consequence 
in Romania, for example, approximately one-third 
of vessels are unfit for use and capacities in inland 
navigation are exploited only by 40%. The capac
ity utilization rate on the Romanian section of the 
Danube-Black Sea Canal, for instance, is as low 
as 10% of the envisaged rate. In Bulgaria, too, 
transport via the Danube had become ever less 
important in the 1980s. 

Yet the infrastructure programmes of all countries 
provide for the improvement of inland navigation 
as a mode of transport. Hungary plans to expand 
the ports of Györ, Nagytétény, Szeged, Baja and 
Dunaj-Város. To finance the projects it is planned 

to grant concessions as has been done with 
motorway projects.7 

Also Romania has given greater attention to inland 
navigation since the completion of the Danube-
Black Sea Canal. It is expected that to develop the 
port of Constanta (at the entry of the Danube into 
the Black Sea) into an inland and sea port would 
not only have a positive impact on the area of 
Constanta but also significantly raise the relative 
importance of navigation on the Danube. 

For the Baltic Sea riparians Poland, the Baltic 
States and Russia (St Petersburg, Kaliningrad) as 
well as for the riparians of the Black Sea, Bulgaria, 
Romania and the Ukraine (Odessa) maritime ship
ping plays an important role. 

The ports of Gdansk-Gdynia and Szczecin-
Swinoujscie in Poland constitute two harbour 
complexes of importance to international trans
port, with regular ferry links to the Baltic ports in 
Germany, Denmark, Sweden and Finland. There 
are plans to expand and modernize them (e.g. as 
container terminals). In addition, a sea connection 
between Gdansk and Kaliningrad is being devel
oped at present. 

The Baltic States have direct international links 
(apart from air ) via the Baltic Sea. At present there 
are ferry links from Tallinn to Helsinki and Stock
holm, from Riga to Stockholm and Kiel, from 
Klaipeda (Lithuania) to Kiel and Mukran on the 
island of Rügen. The port of Klaipeda, especially 
the container terminal, is to be modernized and 
expanded. 

Scandinavian interests have a decisive influence 
on the selection, financing and rapid realization of 
transport projects. For example in 1992, the Dan
ish port Apenrade commissioned a feasibility 
study to find out whether a shipping line to Tallinn 
would be a rational development, allowing tradi
tional trade routes to be reopened. 

The most important sea ports in Bulgaria are Bur
gas and Varna. 

In Albania sea transport links exist via the ferry 
from Duzarro port (Albania) to Trieste and Bari 
(Italy) and, more recently, between the port of 

Investment towards modernization and expansion in the shipping 
sector (and also air transport) are expected in the course of the priva
tization of MALEV (State airline) and Mahart (State shipping com
pany), where foreign capital investment will be authorized up to 
49.9% and 74.9% respectively. 
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Särande in the south of Albania to the Greek 
island Corfu. 

The emphasis on the development of inland 
waterways and seaports must also be seen in the 
context of the growing importance attributed to 
combined freight transport by rail and waterways 
even though at the moment it is still rather insignifi
cant. Especially Hungary, Poland, the Czech 
Republic, Slovakia and the Baltic States consider 
its development a task of high priority. Emphasis is 
less on the construction of new railway lines but 
rather on the modernization and electrification of 
existing ones, which is meant to speed up trans
port or (in the case of the Baltic States) to link the 
national network to West European systems. 

Other projects to promote combined transport 
include the abovementioned broad-gauge track 
to link Brest (Belarus) to the Polish port of Gdynia 
and the two large-scale projects in the Balkans — 
the motorway connecting Sofia, Varna and Bur
gas and the modernization of the road link 
between Bucharest and Constanta (via Cernavo-
da). Also the 'Southerline project', undertaken by 
Slovakia, is an example of integrated traffic plan
ning. A railway line is to be constructed from 
Kosice to the harbour in Bratislava, to allow com
bined transportation by railway and shipping. 

Another project is the planned development of the 
'southern rail route' in Slovakia, which is to be 
electrified and expanded to double-track to allow 
improved goods-transport from the Ukraine and 
the western CIS countries to the Danube. 

Telecommunications infrastructure 

The inadequate telecommunications infrastruc
ture is just as serious an impediment as transport 
infrastructure. In terms of total population, the 
supply of telephone connections in Central and 
Eastern Europe is only 25% of the EC average. 
Slovenia, the Czech Republic and Bulgaria have 
the highest number of telephones per 1 000 
inhabitants (approximately 300). The Baltic States, 
Poland and Romania lag far behind with less than 
100 (see Annex, Figure 3). 

Map 12 shows the regional distribution of tele
phone subscribers in Central and Eastern Europe. 
While capital cities have a well-above-average 
number of telephone subscribers (in Hungary 
almost half of all subscribers are in Budapest) 
there are some peripheral locations where tele
phone supply is very poor. In south Moldova 

(Romania) only 82 out of 1 000 people had a tele
phone in 1990, in Albania the ratio is still poorer, 
15.53 per 1 000 inhabitants and some regions 
have no telephone facilities at all. Telefax, telex 
and data-transmissions systems only exist in 
cities and they are totally overburdened. 

In the telecommunications sector, too, huge 
efforts are being made to improve supply above all 
in the relatively advanced countries: the gap 
between the Hungarian and Western industrial
ized countries should be closed by the year 2000 
and regional disparities in terms of telephone con
nections should be reduced. Yet, at least for the 
next few years, the so-called 'insular strategy' 
looks certain to prevail in the telecommunications 
sector, whereby the cities or the relatively prosper
ous regions are treated preferentially in supply 
terms. 

Social/medical infrastructure 

As regards social and medical provisions there are 
also wide regional disparities. Map 13 shows that 
in some regions the availability of medical care is 
— indicated by number of physicians and hospital 
beds — exceptionally good, but that many 
regions demonstrate serious shortcomings in 
medical services. This is the case in the peripheral 
regions of northern and eastern Poland and 
Romania as well as locations of southern Bulgaria. 

Standards of living 

Standards of living not only differ between the indi
vidual countries of Central and Eastern Europe but 
also between regions. Maps 14 and 15 portray 
the regional disparities using the indicators 'per
sons per m2 of dwelling space' and 'car-owner
ship density'. 

The relatively prosperous regions of Poland and 
Bulgaria have above-average values for both indi
cators, while the standards of living in poorer rural 
regions are below-average. The Czech Republic 
and Slovakia are characterized by large disparities 
with regard to both indicators. Car ownership 
density as well as dwelling space per inhabitant is 
much higher in the Czech Republic than in Slova
kia. 

Compared with Western Europe, however, the 
standards of living are still relatively low. This is 
true of the number of private cars and the size of 
dwellings (see Annexes), but above all of the qual
ity of housing in terms of sanitary facilities, central 
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Map 13 
Health services 
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Map 14 
Dwelling space 
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Map 15 
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heating, etc. In Poland, for instance, only 64.7% of 
the dwellings in the country had tap water, 51.9% 
a bathroom and only 5.7% were connected to the 
gas main in 1990. Dwellings in the Polish towns 
were much better equipped though: 95.1% had 
tap water, 83.0% a bathroom and 71.4% were 
connected to the gas main (Kuklinski 1992). It may 
be assumed that the quality standard of dwellings 
is still lower in countries like Bulgaria, Romania, 
the Baltic States, CIS and Albania. 

2.4. Ethnic tensions and conflict 
regions 

Nearly all States in Central and Eastern Europe are 
ethnically diversified societies; ethnic minorities 
account for a large proportion of the national 
population in some of them (e.g. almost 15% in 
Slovakia and Bulgaria and 11% in Romania). To 
give some absolute figures: in 1990 around 
600 000 Hungarians lived in the Czech Republic 
and Slovakia, mostly in central and east Slovakia, 
116 000 Slovaks lived in Hungary, 1.5 million Alba
nians in Kosovo (only three fourths of all Albanians 
live in Albania), 760 000 Turks in Bulgaria, 1.1 mil
lion Poles in the former Soviet Republics including 
430 000 in Belarus and 285 000 in Lithuania. The 

proportion of other nationalities, mostly Russians, 
in the Baltic countries is particularly high (35.3% in 
Estonia, 46.3% in Latvia and 19.9% in Lithuania). 
The same is true of Moldova (36.1%) and the 
Ukraine (26.4%). Approximately 28 million Rus
sians live at present in other former Soviet 
Republics (i.e. outside Russia) (see Table 4). 

Since 1990 separatist trends have spread through 
many parts of Central and Eastern Europe, and 
these are increasingly exploding into ethnic con
flicts. In many parts of Central and Eastern Europe 
there are more or less widespread feelings of 
resentment against Russians who, as 'relics' from 
the period of occupation, are not welcomed and 
are discriminated against. This is especially true of 
the Baltic States, where around 2.5 million Rus
sians still live, originally settling as soldiers or as 
civil sector workers (within the framework of a for
mer government plan for the Russianization of the 
region) and who — as shown by the exclusion of 
Russians from the parliamentary elections in Esto
nia in September 1992 — are increasingly dis
criminated against. 

Problems with minorities and ethnic tensions are 
particularly severe in some regions due to the 
composition of the local population and/or 
because of the specific political and socio-eco-

Table 4: Breakdown of national population by main ethnic groups 
in Central and Eastern Europe, 1990 

(as percent of population) 

Country 

Poland 
Hungary 
Czech Republic 
Slovakia 
Bulgaria 
Romania 
Estonia 
Latvia 
Lithuania 

Moldova 
Ukraine 
Armenia 
Azerbaijan 
Uzbekistan 
Tadjikistan 
Georgia 
Kazakhstan 
Kyrgyzstan 
Russia 
Belarus 
Turkmenistan 

Main ethnic groups, 1990 

98.7 
96.6 
94.5 
85.6 
85.3 
89.1 
64.7 
53.7 
80.1 

63.9 
73.6 
89.7 
78.1 
68.7 
58.8 
68.8 
40.8 
40.7 
82.6 
79.4 
68.4 

Polish 
Hungarian 
Czech and Moravian 
Slovak 
Bulgarian 
Romanian 
Estonian 
Latvian 
Lithuanian 

Moldovan 
Ukrainian 
Armenian 
Azerbaijani 
Uzbek 
Tadjik 
Georgian 
Russian 
Kyrgyz 
Russian 
Belarussian 
Turkmen 

0.6 
1.6 
3.0 

10.8 
8.5 
7.8 

27.9 
32.8 

8.6 

14.2 
21.1 

5.5 
7.9 

10.8 
22.9 

9.0 
36.0 
22.0 
3.6 

11.9 
12.6 

Ukrainian 
German 
Slovak 
Hungarian 
Turk 
Hungarian 
Russian 
Russian 
Russian 

Ukrainian 
Russian 
Azerbaijani 
Russian 
Russian 
Uzbek 
Armenian 
Kazakh 
Russian 
Tatar 
Russian 
Russian 

0.5 
1.1 
0.6 
1.5 
2.5 
1.5 
2.5 
4.5 
7.7 

12.8 
1.3 
2.3 
7.9 
4.2 

10.4 
7.4 
6.1 

10.3 
2.7 
4.2 
8.5 

Belarussian 
Slovak 
Hungarian 
Romanian 
Macedonian 
German 
Ukrainian 
Belarussian 
Polish 

Russian 
Jewish 
Russian 
Armenian 
Tatar 
Russian 
Russian 
Ukrainian 
Uzbek 
Ukrainian 
Polish 
Uzbek 

Source: Empirica Regional Monitor. 
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nomic conditions. This includes above all the 
Russian/Ukrainian border region to Moldova, con
flicts between Kosovo and Albania and the prob
lems of the Turkish minority in south-eastern Bul
garia. 

But also the relatively advanced countries — Hun
gary, Poland and the Czech Republic and Slova
kia — harbour ethnic conflict potentials. Thus the 
situation in southern and central Slovakia is tense 
due to the increasing tide of resentment against 
the Hungarians living there which has been fos
tered by the separation of the CSFR. In the south 
of Hungary social problems are intensifying due to 
the dramatic influx of refugees from former 
Yugoslavia (approximately 100 000 by mid-1992) 
who have settled predominantly in areas near to 
the borders with Slovenia and Croatia. Finally, in 
the eastern border regions of Poland there are 
increasingly frequent conflicts between Polish and 
Russians and other nationalities from the former 
Soviet Union who, as competitors for scarce jobs 
and as suppliers of cheap goods on semi-legal 
markets, increasingly give rise to aggression on 
the part of the native population. Generally these 
ethnic tensions jeopardize the political stability of 
the affected countries. 

to the countries of their ethnic origin as well as 
Roma and Sinti coming to West European coun
tries as asylum seekers. Moreover about 100 000 
ethnic Greeks-Pontii from the former Soviet Union 
entered Greece since 1989-90, during 1991-92 
more than 200 000 Albanians, including ethnic 
Greeks, entered Greece. 

In contrast, the wave of emigrants leaving Poland 
has slackened off since 1990. In 1989 around 
250 340 ethnic Germans left Poland, the majority 
from upper Silesia and east Pomerania, where 
most ethnic Germans live. In 1990 the number of 
the 'Aussiedler' decreased to 113 253 and 
dropped down to 40 129 in 1991, 14 140 of 
which came from upper Silesia.9 

In Bulgaria the outflow concerns mainly the Turk
ish minority. Between April and August 1992 an 
estimated 32 000 of them left the country (in 1992 
about 1 million lived in Bulgaria), especially from 
the southern regions. The commune of Kroumov-
grad (south-eastern Bulgaria), for example which 
had a population of 50 000 in 1989, 40% of which 
were of Turkish descent, saw 12 000 people emi
grate in 1989 and another 11 000 between May 
and June 1992 alone. 

2.5. Migration 

The wide economic gap between the countries 
and regions of Central and Eastern Europe, ethnic 
tensions and conflicts and the political processes 
of opening up these countries (liberalization of 
travel and emigration, growing international 
tourism, etc.) have led to immense migratory 
movements since the beginning of the reform 
processes. 

International migration 

Between 1989 and 1991 the former Soviet Union 
and Romania witnessed the largest waves of emi
gration. In 1990 approximately 452 262 emigrants 
(twice as many as in 1989) left the territory of the 
former Soviet Union, the majority from Russia and 
the Ukraine. Of these 59% went to Israel and 
31.3% (141 558) to Germany.8 In 1991 the num
ber of the latter again rose to 147 320. In Romania 
the largest exoduses have been from Transylvania 
and Moldova, the poorest parts of the country. A 
great number of emigrants were ethnic Germans 
(32 178 in 1991) and ethnic Hungarians who went 

Comparatively small numbers of emigrants were 
reported from Hungary, the Czech Republic and 
Slovakia (exception: a relatively large flow of ethnic 
Hungarians from Slovakia to Hungary). However, 
the migratory movements to the West have led to 
considerable problems which have to do with the 
structure and level of training and qualification of 
migrants. Emigrants are for the most part highly 
qualified. In the case of Hungary, for example, 
since 1989 around 15% of all technicians and col
lege graduates have emigrated, and up to one-
third of all R&D staff have left Budapest for West
ern countries (Inotai 1992). In the case of Poland, 
between 1983 and 1987 15% of all emigrants 
who left the country had completed post-sec
ondary education. This brain drain of a total of 
59 600 people is nearly equivalent to the annual 
average of students leaving university (Okolski 
1991). On the other hand, immigrants tend to be 
industrial and agricultural workers with a relatively 
low level of training (Korcelli 1992). 

Hungary, Poland, the Czech Republic and Slova
kia are experiencing increasing numbers of immi
grants, who are moving to the relatively prosper
ous regions of Central and Eastern Europe for eth
nic and/or economic reasons (see empirica 

An estimated 2 million ethnic Germans still live in the former Soviet 
Union, and around 200 000 in Romania. At present an estimated 700 000 ethnic Germans still live in Poland. 
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1992c). Thus, migration has led to growing prob
lems not only in Western countries, but also in the 
countries of destination in Eastern Europe. 

Interregional migration 

Interregional migratory movements within the indi
vidual countries follow the pattern already experi
enced in the West: i.e. from poorer regions into 
richer and from rural-peripheral areas into larger 
towns and conurbations. No detailed migration 
statistics exist at the regional level for all countries 
of Central and Eastern Europe. However, the 
development of the population from 1989 
onwards is an indicator of migration, showing the 
largest population increase in towns and cities (up 
to 10% increase), while peripheral regions suffered 
equivalent population decreases (for more details 
see empirica 1993a). 

Interesting to note that recently an emigration 
trend is recognizable in areas such as east Slova
kia, which witnessed large population increases 
between 1980 and 1988 due to incentives for new 
businesses to settle there offered in the framework 
of industrial policy (see Map 2, Chapter 1). Apart 
from political motives inducing Hungarians to 
leave Slovakia, the reason could lie in the present 
economic problems in these regions and the high 
level of unemployment resulting from the heavy 
dependence of their industries on the USSR (e.g. 
arms production). 

There are regions which are exposed to both 
immigration and emigration. This is true for 
instance of Poland's eastern border regions which 
have suffered sustained interregional emigration to 
the major centres for years and at the same time 
are now witnessing a large influx of immigrants 
from abroad especially from the former Soviet 
Republics.'0 The negative migration balance has 
decreased in Suvalki, for instance from -8.2 per 
1 000 inhabitants in 1980 to -2.4 per 1 000 inhab
itants in 1990. 

As regards the demographic structure there are 
differences within the individual countries caused 
inter alia by migratory movements. 

In some regions there is a close correlation 
between migratory movements or migration 
potential and age structure of the population (see 
Map 16). In Bulgaria, for instance, rapid urbaniza
tion over the past two decades has led to a huge 

migration of young people from rural to urban 
areas and to an ageing population (with low fertility 
rates) in the emigration regions {Statistisches 
Bundesamt 1991 a). 

In contrast, in Poland and Romania with generally 
relatively young populations, there are regions 
where nearly one third of the population is under 
14 years of age (Novy Sacz: 28.8%, Vaslui: 
29.9%). (see Map 16). 

Interregional migratory movements from the east-
em border regions to major centres have for some 
time become weaker in Poland as well as in Hun
gary which is attributable to the difficult employ
ment situation and — especially in Poland — to 
the disastrous housing situation (see empirica 
1993a). But since these regions are the destina
tion of the sustained influx of migrants from 
abroad the local population see their situation 
degrade which has already led to considerable 
social tension and a growing opposition against 
immigrants. 

2.6. Environmental and energy 
problems — Ecological crisis 
areas 

The widespread environmental pollution in Central 
and Eastern Europe is one of the most critical 
problems at regional, national and international 
levels. Neglect of environmental matters over the 
past decades, biased industrial and agricultural 
policies aimed only at increased yields and not 
least the inefficient and wasteful handling of 
energy sources have together wreaked consider
able environmental damage in Central and East
ern Europe. 

Air and water pollution 

While in terms of quantity the emission figures for 
S02 (or dust) do not seem exceptionally high (see 
Figure 11), their true dimension comes into light 
when related to area and population. A conspicu
ous case in point is the former GDR which record
ed the highest level of S02 emissions in Europe 
both per capita and per km2 in 1987, per capita 
emissions being 12 times higher than in the former 
FRG(Naujoks1991). 

'° The number of immigrants of Soviet origin living In Poland at present 
is estimated at approximately 200 000. 

Of course there are also other kinds of pollution (pollution through 
waste disposal, soil pollution which cause great problems locally (see 
also empirica 1993a)). But they have only a very limited or indirect 
impact on the EC and are therefore not dealt with here. 
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Figure 11: Air pollution — S 0 2 emission — in Central and Eastern Europe, 1988/89 
(t per year) 
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Figure 12: Air pollution — NOx emission — in Central and Eastern Europe 
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In comparison, NOx pollution is relatively low and 
lies below EC average levels, due mainly to the 
lower degree of motorization in Central and East
ern Europe (see Figure 12). 

At the regional level environmental pollution differs 
widely. Some areas, usually those with a low 
degree of industrialization and small population 
density, are relatively free of pollution, while others 
— so-called 'local hot spots' — are heavily pol
luted: some are even classified as ecological 
disaster zones.12 The most heavily polluted areas 
are the industrial conurbations in the Czech 
Republic (north Bohemia along the border to 
Saxony, east Bohemia along the Elbe, and the 
area around Prague) and Poland (upper Silesian 
industrial area, Gdansk bay and the Legnica-
Glogow copper basin). 

The industrial centres of the region also known as 
the 'Black' or 'Dirty Triangle' (formed by Upper 
Silesia, north Bohemia and Saxony) are deemed 
to form an environmental disaster zone. In some 
parts of the upper Silesian industrial area gas and 
dust emissions are up to 200 times higher than 
Poland's overall average. S02 emissions in 
Chomutov (north Bohemia) are up to 20 times 
higher than the average for the Czech Republic. 
The soil, forests and inland waters in these regions 
are also exceptionally heavily polluted. Even in 
1986 58% of the forests in Czech regions were 
badly damaged and almost 20% of the monitored 
waterways were heavily contaminated or biologi
cally dead. In Polish districts in the Dirty Triangle 
65% of water could no longer be used as drinking 
water (Welfens 1992). 

No disaster areas have been identified in Hungary 
but even there environmental pollution has 
reached considerably high levels in some places. 
The most serious air pollution by S02 and dust 
and water pollution is found in the northern parts 
of the country where heavy and chemical indus
tries are located, at the industrial sites in north
western Hungary (Tatabanya and Duaujvaros) as 
well as in the environs of Baranya, Nógrád, 
Veszprém and Fejer. Also Greater Budapest suf
fers from water and air pollution above the nation
al average. A good deal of the atmospheric pollu
tion in the latter is caused by the large volume of 
traffic running through the city in the absence of a 
motorway bypass (see above). As regards water, 
there is a considerable need for measures to 

improve the water quality of the tributaries of the 
Theiss river which are seriously polluted, a good 
deal of the pollutant load originating from the for
mer CSFR and Romania though. Generally, how
ever, the environmental situation in Hungary is less 
alarming than in Poland, the Czech Republic and 
Slovakia. 

Reliable information on the ecological situation is 
gradually coming forth also from Bulgaria and 
Romania even though the statistical data are still 
fragmentary.13 Designated as heavily polluted 
areas in Bulgaria are the industrial regions — Sofia 
town, Devnya, Dimitrovgrad (east of Plovdiv), 
Kardzali (south-east of Plovdiv) and Pirdop (east of 
Sofia). S02 emissions in some parts of Sofia are 
reported to be 20 times higher than the levels per
mitted by Bulgarian standards and also the con
centration of phenols and lead is 10 and 20 times 
respectively above the national permissible levels. 

In Romania Copea Mica and Media (north of Sibiu) 
and Slatina (west of Bucharest) have been called 
hot spots of pollution because of their high S02 
concentrations (9, 4.5 and 4 times respectively 
above Romanian permissible levels), besides 
Bicaz, Ploiesti (north of Bucharest) and Bucharest 
which are also reported as grossly polluted. In 
Copea Mica, moreover, the concentration of lead 
exceeds permissible levels by over 50-fold (empir
ica 1993a). 

In Bulgaria, Romania and Albania water pollution 
also constitutes a very serious problem. In Bulgar
ia almost half of the rivers and lakes from which 
water is taken for drinking purposes show haz
ardous nitrate levels resulting from agricultural 
malpractices (see empirica 1993a). 

The coastal zones of the Black Sea in all riparian 
countries are seriously degraded in some places, 
especially at the entry of the rivers. A very salient 
feature is the considerable eutrophication of the 
water and mass dying of sea organisms especially 
in the delta areas of the rivers Danube, Dnepr and 
Dnestr. 

Environmental pollution in the Baltic States is also 
considerable; the highest levels of air pollution are 
found in Lithuania in the industrial locations of ' 
Nereta (bordering on Latvia), Druskininkai (border
ing on Poland and Belarus) and Polanga (north of 
the Baltic port of Klaipeda) and in north-east Esto
nia (Narva, Kohtla-Järve, Sillawäe) where the envi-

To date there is no exhaustive East-Europe-wide collection of envi
ronmental pollution data at the regional level. Regional data are avail
able for the Czech Republic, Slovakia and for Poland, but compara
bility and reliability is often insufficient. 

There are only sample data for very badly polluted areas (e.g. In 
Romania from Western sources). 
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ronmentally damaging mining and processing of 
oil shale is located. 

Also the pollution of surface waters is consider
able in the Baltic States. A major part of the waste 
water is discharged untreated or insufficiently 
treated into the rivers and the Baltic Sea — three-
fourths of Lithuania's purification plants are report
ed not to function properly. The Baltic Sea coast 
as a consequence is grossly polluted over long 
stretches (about half of the Baltic States' coast). 
Recent water tests have shown that the phenol 
concentration in the Lithuanian rivers is 12 times 
and in the coastal zones five to six times higher 
than permissible by Lithuanian standards (see 
empirica 1993a). 

Very high levels of pollution are reported also by 
the Republics of the former Soviet Union, espe
cially by Russia and Ukraine, where the former 
Soviet Union's largest coal and steel and heavy 
industry centres are situated and which has suf
fered a quarter of the overall environmental dam
age in the former Soviet Union (Welfens 1992). 
The most heavily polluted areas are the traditional 
industrial centres such as the Donez area (south
ern Ukraine), the southern and central Ural and 
the Kuznezk Basin in Russia, which is classified as 
an environmental disaster zone. 

A recent report on the state of the environment by 
the Russian Ministry of Ecology and National 
Resources tells of tremendous atmospheric and 
river pollution (Volga, Don, Ob) which is often several 
hundred times above the officially conceded ceil
ings, and of the serious hazards emanating from 
nuclear waste which had been handled and stored 
in a grossly reckless manner for several decades. 
The latter statements are corroborated by the find
ings of the so-called 'Blue Book', a yet unpublished 
expert report made on behalf of the Supreme Soviet 
in 1990 on the nuclear hazards in areas where 
nuclear power stations and nuclear weapons pro
duction are situated. In the region of Kyohtyn (south
ern Ural) where radioactively contaminated waste 
water was discharged into the Techa river, it is 
reported that between 1980 and 1990 the number 
of cancer cases went up by 21%, of deformities in 
newborn babies by 23.3% and of patients with 
blood anomalies by 43.3%. It is estimated that 
17 000 people across the former Soviet Union have 
died of radioactive contamination. Also the conse
quences of the nuclear fall-out from the Chernobyl 
reactor accident is believed to have been much 
more serious than originally reported. According to 
the report, some 2.5 million people in 7 700 towns 
and villages are living on contaminated soil. (New 
Scientist 2.1.1993) 

Transborder pollution 

Environmental pollution in Central and Eastern 
Europe is not confined to individual countries — it 
is a problem which transcends national bound
aries, as the Dirty Triangle dramatically demon
strates. Thus forests in some regions are dam
aged by acid rain caused by S02 emissions from 
industrial locations outside national borders. An 
example of this is the Erzgebirge (Ore Mountains), 
one of the most heavily polluted areas in the new 
German Länder, which has been damaged largely 
by emissions from north Bohemia. In reverse, the 
Riesengebirge (Giant Mountains) on the Czech 
side have been heavily polluted by air pollution 
arising from Polish and German emissions. 

Also countries which are located far away from the 
sources of pollution can be substantially affected 
by pollutants carried over long distances. This is 
particularly true of the Scandinavian countries, in 
particular their southern regions and clearly visible 
in the acidification of lakes from acid rains and the 
mercury content in fish in these lakes. Even 
though mercury emissions in Sweden have been 
drastically curtailed since the late 1960s, there has 
been no decrease in the mercury content in fish 
but rather an increase; the same holds true for 
Finland, so that the only explanation for the rising 
mercury content in fish can be the increased load 
of atmospheric mercury (United Nations 1991). 

The international dimension of environmental 
destruction is also clearly visible in the pollution 
of rivers and seas. Several rivers like the Elbe, 
Oder, and Danube receive pollutants from several 
riparian countries which they eventually dis
charge into the North Sea, Baltic Sea and Black 
Sea, substantially contributing to the latters' 
degradation. 

The Elbe river is seriously contaminated with chlo
ride salts and heavy metals when it reaches the bor
der of the West German Länder. The catchment area 
of the river Elbe covers the whole of Bohemia, a third 
of the Czech Republic's and Slovakia's area and up 
to four-fifths of the new German Länder where, over 
one-third of its total length, the river receives 80% of 
its load of pollutants. Between 8 and 16% of pollu
tants are estimated to originate in the Czech Repub
lic and Slovakia. The Elbe contributes a great deal to 
the pollution of the North Sea: in 1990 the former 
GDR, the Czech Republic and Slovakia together 
accounted for 94% of the North Sea's lead pollution, 
for 98% of its cadmium and zinc pollution and for 
99% of its mercury pollution (Friedrich-Ebert-Stiftung 
1991). 
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Energy consumption 

The environmental problems in Central and East
ern Europe are closely connected to inefficient 
and wasteful energy consumption. The high pro
portion of solid fuels, often of low-quality, is thus 
the main cause of the high concentration of pollu
tants such as S02, C02 and dust particles in the 
air. A comparison with the EC shows that the con
sumption structure in the individual countries is 
almost reverse (see Figure 13). 

Moreover, outdated and inefficient technologies 
used for energy conversion and heavily subsidized 
energy prices in the past have led to immense 
wastage of energy. Measured against GDP at the 
end of the 1980s energy intensity was double the 
EC average (see Figure 14). 

Official data concerning possible changes to ener
gy intensity and the structure of consumption in 
1991 and 1992 are not available at present. How
ever, it may be assumed that although energy 
intensity and energy consumption have de
creased it is rather the result of the closure or 
reduction in capacity of inefficient, outdated plants 
than of a new approach to energy and environ
ment. Also the decline in domestic consumption 
of energy is thought to be attributable to reduced 
purchasing power or increased energy prices 
rather than to a significant change in consumption 
habits. 

From the environmental point of view it must even 
be feared that the proportion of solid fuels in total 
consumption has increased, since Soviet imports 
of crude oil and natural gas are increasingly being 
replaced due to increasing prices by domestic 
reserves such as coal where these are available. 

hardly be recognized. This is partly due to the inef
ficient control system (lack of suitable monitoring 
equipment) and the lax punishment of environ
mental polluters. On the other hand, in view of 
their serious socioeconomic problems and finan
cial weakness the countries of Central and East
ern Europe are not in a position to bring about 
environmental renewal on their own apart from 
closing down production plants. 

The volume of investment needed for the 
renewal/improvement of the energy industry, 
which is in turn imperative to improve the qua
lity of the air, has been estimated at between 
ECU 960 and 1 600 billion (see EC 1991a, 
European Parliament 1991 ), over a period of 15 
to 30 years. Also the measures to remove 
security risks will be a very costly task. In this 
context it should be pointed to the legacy of old 
pollution (in particular nuclear waste and heavy 
metal pollution) the scale of which is by no 
means visible yet and the costs of rectifying this 
damage cannot be estimated at present. 

Many international actions and bodies dealing 
with environmental projects are now being pro
moted and financed with EC support in particular 
and environmental technologies are also being 
introduced. Mention should be made of environ
mental projects within the framework of the Euro
pean Communities' PHARE and TACIS pro
grammes, of World Bank loans and of bilateral 
projects (such as the German-Czech and Ger
man-Polish cooperation to rehabilitate the Elbe 
and Oder rivers). 

2.7. Border and transit areas 

Environmental renewal 

Environmental renewal in Central and Eastern 
Europe has been accorded a high value since the 
beginning of the reform processes. Environmental 
consciousness is very high, particularly in Hun
gary, Poland, the Czech Republic and Slovakia 
(see opposition from Slovakian and Hungarian 
environmental protection groups to the diversion 
of the Danube (Gabcikovo-Nagymaros project)). 
Reports on environmental damage which had pre
viously been kept secret are now openly dis
cussed and in all countries (except for Albania) 
national ministries and authorities have been set 
up to deal with environmental matters (see empiri
ca 1992a). However, so far real progress can 

Since the beginning of the reform processes and 
the opening up of Central and Eastern Europe, 
there has been a distinct intensification of the 
cross-border relations between the border regions 
of western Poland, west Bohemia, Albania, the 
former Yugoslavian Republic of Macedonia, 
southern Bulgaria and Slovenia and their respec
tive EC neighbours — relations which had been 
cut off almost completely during the years of the 
Iron Curtain. This development is manifest in: 

(i) a sharp increase in travel activity between bor
der regions; 

(ii) an increase in transit and commuter traffic; 
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Figure 13: Structure of energy consumption, 1989 

(as percent of total energy consumption) 

Poland 

East German Länder 

Former CSFR 

Bulgaria 

Romania 

Hungary 

I 

F 

NL 

Ρ 

Β 

E 

West German Länder 

UK 

DK 

L 

GR 

IRL 

^ ^ 

^ ^ 

MMS 

i 

0 20 40 60 80 100 

Source: EC 1992, empirica Regional Monitor. 

64 Reform processes and spatial development in Central and Eastern Europe 



Figure 14: Primary energy intensity, 198689 

(kg oil equivalent per USD GDP) 
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(iii) an intensification of contacts between local 
authorities and enterprises and the develop
ment of cultural exchange; 

(iv) an implementation or planning of joint projects 
in the fields of infrastructure, energy and envi
ronment; 

(v) an increasing competition on a range of mar
kets (investment market, labour market, sales 
market, etc.) and cross-border cooperation 
(increasing number of joint ventures and coop
eration via outsourcing between enterprises). 

The higher degree of interpénétration of the bor
der regions is attributable not only to the geo
graphical proximity of the regions concerned but 
also to the close traditional, cultural and ethnic 
ties among some of them although these were 
severed in the communist era. 

Often similar locational conditions and problems, 
for example, similar natural and demographic con
ditions, infrastructural and economic weaknesses, 
prevail in the regions along the borders, which 
make closer cooperation look logical and offer 
opportunities for cooperation, though these have 
hardly been exploited so far. In view of the short 
period of restructuring, relations are necessarily 
still in the early stages of development and gen
uine interaction not yet evident. Moreover, the pre
sent relations between the border regions are not 
free from problems or even tensions. The differ
ences in living and working conditions and the 
considerable price and wage differentials have 
given rise to considerable migratory movements, 
'shopping tourism' and competition for jobs and 
investment which represent conflict potentials on 
both sides of the border. 

The border areas differ considerably among one 
another as regards the degree of interpénétration 
and the intensity of the collaborative and competi
tive relations among the constituing regions. The 
degree of intra-area interpénétration and coopera
tion/competition is in fact greatly determined by 
the political, economic and social developments 
and adjustment processes of the respective coun
tries of Central and Eastern Europe. 

There are four border areas along the frontier 
between the EC territory and Central and Eastern 
Europe: 

1. The Polish-German border area, comprising 
the waywodeship of Szczecin, Gorzów, Zielona 
Gòra and Jelenia Gòra in western Poland and, on 

the German side, the border regions of Mecklen
burg-Western Pomerania, Brandenburg and Sax
ony. 

2. The Czech-German border area comprising 
west Bohemia, north Bohemia and border regions 
of Saxony and Bavaria (upper Frankonia and 
upper Palatinate). 

3. The south-east European border area com
prising border regions of Albania, the former 
Yugoslavian Republic of Macedonia and southern 
Bulgaria (Haskovo, Plovdiv, Sofia region) and the 
respective Greek border regions (east Macedonia 
and Thrace, central Macedonia, west Macedonia 
and Epirus). 

4. The Slovenian-Italian border area comprising 
Slovenia and the Italian border regions of Friuli-
Venezia Giulia and Puglia. 

Below, the border areas are portrayed, with the 
aid of spatial indicators with details for each of 
them on the current level of cooperation, on prob
lems and conflict potentials and on projects 
planned with the respective neighbouring coun
tries. 

The Polish-German border area 

The Polish-German border area (comprising the 
abovementioned regions) covers 17 890 km in 
extent and has some 11.9 million inhabitants 
(1990). A salient feature is its borderline which is 
marked by the Oder and Neiße rivers stretching 
over 460 km altogether. 

The regions on both sides of the border differ con
siderably in terms of demographic and economic 
indicators. As regards population density, the 
southern parts on both sides are the most dense
ly populated. In the central and northern parts a 
rather heterogeneous picture emerges. While the 
conglomerations of Frankfurt/Oder, Eisenhütten
stadt and Schwedt in the central part on the Ger
man side as well as around Szczecin in the north 
on the Polish side show the highest population 
density, the northern parts on the German side 
and the central parts on the Polish side are 
sparsely populated. Generally, the population 
density in the Polish border region is very low 
(87.55 inhabitants/km2) which is about 70% of the 
national average. (The German border regions 
Brandenburg and Mecklenburg-Western Pomera
nia have a similarly low population density, see 
Table 5.) Whereas the German border region wit-
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nessed a steady decrease in population between 
1980 and 1989 as a result of declining birthrates 
and emigration, the Polish region has recorded a 
slight increase in population (migration losses 
have been offset by natural population growth) 
and a relatively young population. 

The border area provides also a very heteroge
neous picture as regards economic strength and 
structure: major industrial locations are found in 
the densely populated southern and central parts 
on the German side, in the southern part of the 
Polish border region and in the conglomeration 
area of Szczecin, an important economic and cul
tural centre of north-western Poland, while the 
sparsely populated zones on the Polish side along 
the borderline and Mecklenburg-Western 
Pomerania are dominated by agriculture and 
forestry (see Table 5). 

The regions on both sides of the border suffer 
from economic difficulties and the resulting prob
lems which still hamper cross-border cooperation 
considerably. In fact, in the German region there 
has been steady emigration since 1989 and fierce 
competition for jobs between the resident popula
tion and Polish migrant workers attracted by the 
much higher wages, while the Polish region has to 
put up with a lot of shopping tourism from the 
German side. 

Other problems presenting a major obstacle to 
closer contacts are the inadequate telecommuni
cations links between the border regions; commu
nication via the telephone, for instance, is still very 
difficult. Or traffic and transport links across the 
border, which are still absolutely inadequate and 
need to be improved considerably not only to 
facilitate cross-border cooperation but also to 
cope with the tremendously increasing transit traf
fic. (At present it takes lorries up to 36 hours to 

pass the checkpoint.) To date there are 11 border 
crossing points for road transport, four railway 
crossing points and one ferry across the Oder 
river. 

In the field of transport infrastructure a number of 
projects are already underway. For instance it is 
planned to open another 24 road crossing points 
and one railway crossing by 1994. The main aim is 
to relieve the heavily overcrowded crossing points 
on the major transport corridors (Berlin-Szczecin, 
Berlin-Poznan, Berlin-Wroclav and Dresden-
Krakow). The planned crossing point of Rosow/ 
Rosowko in particular and its link-up to the Berlin-
Szczecin road are expected to help relieve sub
stantially the crossing point at Pomellen/Kol-
baskowo and to improve the accessibility and 
economic opportunities of the hinterland. How
ever, to ensure effective relief for the currently 
used crossing points and corridors and to avert 
excessive strain from the ever more frequented 
transit regions, it will be necessary to improve the 
feeder roads and to build (new) bypass roads 
around the frontier towns affected. 

As regards potentials and opportunities for coop
eration in the border area, a promising field could 
be the Oder-Neiße river area, an economic artery 
which could become increasingly important. It is 
for this reason that the rehabilitation and econom
ic development of this area has been given high 
priority. It is planned for instance: 

(i) to modernize and extend the river- and har
bour-related infrastructure especially in the 
agglomeration areas of Szczecin, Schwedt 
and Eisenhüttenstadt, in order to respond to 
the growing importance of Oder and Neiße for 
passenger and freight transport; 

(ii) to set up and expand industrial parks and 
business centres; 

Table 5: Demographic and economic profile, 1990 

Population Migration 
density pressure 

index * 
1991 1991 

Szczecin 97.77 42.50 
Gorzow 59.26 48.08 
Zielona Gora 74.71 47.25 
JeleniaGora 118.47 42.24 
Brandenburg 88.70 34.26 
Mecklenburg-Western 
Pomerania 80.70 37.45 
Saxony 259.79 32.22 

Agriculture 

6.22 
8.66 
6.56 
3.02 
1.44 

4.10 
1.74 

Share in total workforce 1991 
Manufacturing Construction 

11.89 
11.95 
14.70 
19.44 
5.48 

10.30 
5.76 

3.13 
2.06 
1.91 
1.65 
1.75 

2.55 
1.19 

* Migration pressure index: ratio of 0-14 years old to (15-64 and 65+ years old), the f gures in brackets being weighted by 0.5. 

Private 
services 

11.22 
8.13 
8.66 
7.23 

14.63 

14.17 
7.27 

Source: Empirica Regional Monitor. 
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(iii) to clean up the Oder and Neiße rivers and to 
expand or establish nature conservation and 
recreation areas (e.g. Lower Oder, nature park 
of Oberlausitz, Oder island near Kostrzyn). 

This latter measure is especially important in the 
light of the high degree of environmental pollution 
in the area. Water and air pollution constitutes a 
common problem for the entire area and therefore 
calls for cooperation across the border (see 
Table 6). 

Efforts are also made to intensify the cooperation 
between those towns which formerly had been 
one but were cut into two by the Oder-Neiße bor
derline as a result of the second World War (e.g. 
Frankfurt/Oder-Slubice, Guben-Gubin, Görlitz-
Zgorzelec). 

In the northern parts of the border area there are 
opportunities for cooperation in the traditional 
sectors — the food industry, timber and paper 
processing and the tourist industry. There are, for 
instance, plans to build an amusement park in 
Haselberg (close to Bad Freienwalde) covering 
approximately 150 ha, which should considerably 
increase the attractiveness of the region for 
tourists and recreation-seekers. Competition 
exists between German Baltic Sea ports and the 
Szczecin port, which is to be modernized using 
Hamburg as a model, and to be developed as a 
container port. The corridor between Szczecin 
and Berlin is looked upon as a future development 
axis which could trigger off impetuses to growth in 
the Szczecin region (Institut für Angewandte 
Wirtschaftsforschung 1992). 

Table 6: Air pollution and water purification, 
1990 

Szczecin 
Gorzow 
Zielona Gora 
Jelenia Gora 
Brandenburg 
Mecklenburg-
Western 
Pomerania 
Saxony 

t/km7 

1990 

7.77 
1.04 
0.86 

37.55 
42.76 

6.53 
106.84 

so2-
emission 

t/inhabitants 

1990 

0.08 
0.02 
0.01 
0.32 
0.48 

0.08 
0.41 

Treated waste 
water 

% of total 
waste water 

1990 

61.50 
92.40 
35.10 
89.20 
83.00 

90.00 
49.00 

Source: Empirica Regional Monitor, Institut für Angewandte 
Wirtschaftsforschung 1992. 

siderable problems in adjusting to the new condi
tions, development prospects are not regarded as 
negative since Frankfurt/Oder-Slubice and Cott-
bus-Slubice form two important cross-border 
transport corridors which, together with the Oder 
river, could provide an incentive for new busi
nesses to settle in the region. 

Cooperation has so far been developed most in 
the southern parts of the Polish-German border 
area. In the medium term the area is expected to 
witness increased commuter traffic or even the 
development of a common labour market. The 
supra-regional axis formed by Dresden-Görlitz-
Krakow is expected to give a strong impulse to 
growth in the regions on both sides of the border, 
key projects being the Dresden-Görlitz motorway 
link on the German side and the corresponding 
extension, linking up with Katowice and Krakow. 

The Czech-German border area 

In 1990, the formation'of the so-called Euregio 
Egrensis between border regions of Bohemia, 
Bavaria and Saxony was seen. It covers an area of 
15 500 km2 and has a population of 1.7 million.''1 

The Euregio encompasses four counties of west 
Bohemia including the towns of Cheb and Karlovy 
Vary, six counties of Saxony (NUTS 2 region of 
Chemnitz) and seven counties of Bavaria (NUTS 2 
regions of Upper Frankonia and Upper Palatinate). 

At the moment the greatest challenges for this 
Czech-German border area come from: 

(i) the growing traffic volume and the poor state 
of the traffic infrastructure which is a relic of the 
Communist past when East-West traffic routes 
in railways and roads were neglected; 

(i) the high degree of environmental pollution 
caused primarily by the mining industry and 
the structure of energy generation and con
sumption in the Saxon and west Bohemian 
parts of the Euregio Egrensis; it affects also the 
Bavarian locations near the border; 

(iii) the tremendous structural problems and the 
growing competition among the three border 
regions for investments, jobs and sales mar
kets. 

In the short period of time since the borders were 
opened, traffic between the regions has increased 

Although the industrial sector in the central parts 
of the border area is currently experiencing con-

The total population of west and north Bohemia, Saxony, Upper 
Frankonia and Upper Palatinate is 8.8 million (1990). 
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dramatically: in 1990 27 million cross-border trav
ellers were registered at the crossing points on the 
border between Bavaria and the Czech Republic, 
which is an increase of 740% compared to the 
previous year. The figure continued to increase in 
1991 to 58 million people, and is expected to go 
up still further. 

The number of vehicles crossing the border has 
shown a steep increase since 1990: an estimated 
12 million passenger cars and 0.6 million lorries 
crossed the Czech-Bavarian border in 1992, 
which equals a daily total of approximately 33 000 
passenger cars and more than 1 600 lorries. This 
has led to massive congestions and delays in 
long-distance haulage of up to 30 hours. 

To date there are seven border crossing points by 
road and three border crossing points by rail, the 
most important of which are located on the roads 
linking Nuremberg-Waidhaus-Prague and Schirn-
ding-Cheb. Since May 1992 railway services have 
been improved with three regular trains running 
daily between Nuremberg and Prague via Schirn-
ding-Cheb. 

High priority will be given in the forthcoming years 
to improving the linking up of the motorways of 
the border regions and to opening additional 
crossing points. Several projects will be launched 
to cope with the traffic load in the Bavarian-Czech 
border area (see Bavarian Ministry of the Interior, 
13.6.1991): 

(i) reopening of the railway crossing point at 
Bayerisch Eisenstein; resumption of railway 
service to Plzen; all-out electrification and 
extension of the railway lines from Nuremberg 
via Amberg and Cham to Prague; moderniza
tion of the section between Schirnding and 
Eger; 

(ii) installation of a new motorway crossing point 
at Waidhaus by 1997; extension of the Ger
man motorway network to Hof-Weiden and 
Nuremberg-Waidhaus-Prague; it is planned to 
finance the section between Rozvadov 
(Tachov district) and Rokycany (near Plzen) 
from German sources; improvement of the 
federal highways (border crossings at Schirnd
ing and Waldsassen). 

The regions of Saxony and west Bohemia have 
suffered considerable ecological damage from lig
nite and uranium mining. Aue (Saxony) is the 
largest uranium mining area of Europe where 
some 220 000 tonnes of uranium were produced 

during the last 40 years. In the meantime the Wis
mut uranium company has been wound up, but 
the 3 500 stocks of uranium ore and several waste 
dumps of the processing plants and their radioac
tive and chemo-toxic substances represent a 
great hazard for the environment. It is impossible 
to assess as yet how much the clean-up will cost 
or how long it will take. Also northern Bohemia has 
been a centre of uranium mining and has suffered 
ecological damage as a consequence. Moreover, 
the degradation of the environment has been 
caused by technically obsolete power generating 
plants and lavish consumption of fossil fuels which 
has led to a high S02 emission in the Czech bor
der regions. North Bohemia suffers the highest 
S02 emissions of the border region and of the 
Czech Republic as a whole both per km2 and per 
head with 109.81 t/km2 and 0.73 t/head (west 
Bohemia: 16.68 t/km2 and 0.41 t/head). In con
trast, S02 emission is comparably low in Upper 
Frankonia with 2.76 t/km2 and 0.02 t/head, but 
this area is affected by transborder pollution stem
ming from Bohemia as well as from Saxony (see 
above). 

The reduction of environmental pollution is hence 
regarded as an extremely urgent task. A positive 
effect is expected to come from the restructuring 
of the energy industry in the Czech Republic: it is 
envisaged to reduce the share of coal in overall 
energy consumption by 60% on today's level by 
the year 2000. The costs of such a project are 
immense (about Kcs. 180.7 billion, approximately 
ECU 5 billion) and will require not only foreign 
loans (in July 1992 the World Bank appropriated 
ECU 184.5 million for the modernization of the 
coal power plant of Prunerov north-east of Karlovy 
Vary) but also cooperation with the regions across 
the border will be required. For this purpose the 
electricity supplier CEZ on the Czech side and the 
Bayernwerk on the German side concluded a 
cooperation agreement which has been effective 
since March 1990. They have planned to study 
the feasibility of a joint lignite-fuelled power station 
equipped with the most sophisticated flue-gas fil
ters at Tisova in the lignite mining area of Sokolov 
in order to reduce the present level of noxious 
emissions. However, more far-reaching plans of 
the Bayernwerk to take over (and dismantle) the 
power station of Tisovo and thus to rehabilitate 
and recultivate the whole area were rejected by 
the Czech Government on the ground that the 
plant was still profitable despite a capacity reduc
tion from 15 to 10 million tonnes of lignite per year. 

Another example of cooperation is the so-called 
'energy bridge to the East' (a link between the 
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power supply system of Upper Palatinate and the 
Czech network) which should also help to reduce 
pollution. This facility, planned to go into operation 
in February 1993, will permit mutually the 
exchange of up to 600 megawatts of electric cur
rent. The costs including a power line of 162 km 
are assessed at about ECU 150 million, two-thirds 
of which is borne by the Bayernwerk. The objec
tive of the project is not permanent exports of 
power but rather exchange of power in times of 
poor weather (smog) or during the period of mod
ernization, when the environmentally harmful coal 
power plants in the Czech border region are fitted 
with modern flue-gas cleansing devices. 

Another joint energy project is the extension of the 
oil pipeline Trieste-lngolstadt via Waidhaus to Uhy 
near Kralupy (about 320 km in length). This 
pipeline is planned to eventually transport 27 mil
lions tonnes of oil. At the moment the project is 
being halted though because several German 
water utility boards have objected. It is therefore 
not yet certain where exactly the pipeline will run. 

Also the region of Upper Frankania has its con
tacts in the field of energy with the Czech partners 
across the border. The power supply industry of 
Upper Frankania (EVO) not only supplied the de-
sulphurization plant for the power station of 

Tivoso but also concluded a cooperation agree
ment with the power supply company of north 
Bohemia (SCE) to make the power supply there 
safer, more efficient and more benign to the envi
ronment. 

Apart from their traffic/transport and ecological 
problems the border regions of Saxony, Bavaria 
and the Czech Republic are all faced with serious 
structural problems which are reflected in the 
growing competition amongst them for invest
ments, jobs and sales markets. 

The Bavarian part of the Euregio Egrensis is a 
rather sparsely populated area with a distinct ori
entation towards agriculture and forestry (see 
Table 7). The regions of eastern Upper Frankonia 
and northern Upper Palatinate are for the most 
part 5b regions, whose characteristic features are 
a below-average economic strength compared to 
the German average, a large proportion of agricul
tural employment, a below-average level of 
incomes and a large number of emigrants and 
commuters. 

In the areas of the Upper Palatinate on the slopes 
of the hills, which had formerly been dominated by 
farming, tourism is becoming an ever more impor
tant branch of economic activity. To date they 

Table 7: Demographic and economic profile, 1991 

North 
Bohemia 

West 
Bohemia 

Saxony 

Upper 
Palatinate 
Upper 
Frankonia 

* Migration pressure index: 

Population Migration 
density pressure 

index * 
1991 1991 

150.09 38.43 

79.11 36.58 

259.79 32.22 

102.30 27.41 

146.00 24.73 

Agriculture 

5.03 

8.87 

1.74 

0.58 

0.41 

Share in total workforce 1991 
Manufacturing Construction 

31.17 

26.02 

5.76 

21.53 

28.16 

ratio of 0-14 years old to (15-64 and 65+ years old), the figures in 

3.73 

3.75 

1.19 

5.03 

4.04 

brackets being 

Private 
services 

12.35 

12.42 

7.27 

17.49 

18.30 

weighted by 0.5. 
Source: Empirica Regional Monitor. 

Table 8: Wage/price differentials, June/July 1992 
(in ECU per unit) 

Bohemia 

Saxony 

Bavaria 
Source: Empirica Regional 

Textile 
workers (f) 
net monthly 

earnings 

67.75 

487.80 

780.49 
Monitor. 

Rents 

monthly 
average 

18.97 

131.71 

487.80 

Bread 

1kg 

0.22 

1.46 

1.46 

Meat 

1kg 

3.25 

8.29 

9.76 

Cheese 

1kg 

2.06 

9.76 

9.76 

Beer 

0.5 Í 

0.16 

0.63 

0.63 
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have a competitive edge in tourism as the tourist 
industry of both the Saxon and the north Bohe
mian border regions is still grossly underdevel
oped (Maier 1992). A competitive disadvantage 
for the Bavarian regions, on the other hand, lies in 
the great wage differential vis-à-vis the Bohemian 
border region (see Table 8). A strike by Bavarian 
granite workers in 1991 spotlighted the fears of 
competition from the low-wage Czech Republic. 

But on the German side, too, there are some 
which have benefited from the opening of the bor
der, small-sized handicraft and building enter
prises in particular which have been able to raise 
their exports of goods and services into the neigh
bouring border regions (Bavarian exports into the 
Czech Republic rose in 1991 by an estimated 
67% against the previous year, imports by 59%) or 
to reduce their costs through outsourcing. 

The Saxon border regions have had to undergo 
tremendous restructuring since the unification of 
Germany. In 1987 the textile and clothing industry 
employed about 33 000 people, i.e. more than 
40% of the total labour force of manufacturing 
industry. A large number of enterprises have been 
privatized in the meantime. Some estimates, how
ever, say that the number of employed will drop 
another 70-80%. Also other industries of local 
importance such as musical instrument manufac
turing and mechanical engineering are hit by 
decline, solely the building trade is recording a 
positive trend. 

The Czech border region is among the constituent 
parts of the Euregio Egrensis with the highest pro
portion of industrial activity (especially in the loca
tions of Karlovy Vary and Fokslov) in the field of 
both light and heavy industry. West Bohemia ben
efits to a certain extent from the economic and 
structural weaknesses of the German border 
regions. It is true that its economy is also undergo
ing structural change but it seems that its indus
trial locations are particularly interesting to reset
tling manufacturing industries because of the low 
local labour costs. The growing investment activi
ties of foreign companies are also an indication of 
the attractiveness of the west Bohemian loca
tions. A US chemicals corporation for instance 
has invested ECU 20 million in Fokslov and there 
are plans for further investments in the order of 
ECU 132.2 million over the next seven years. 
Growing investments and outsourcing have even 
led to scarcity of labour in some industries. 

Besides joint ventures and cooperation agree
ments between individual companies in the indus

trial and service sectors, there are plans to set up 
an industrial park in the border region of Bor, situ
ated about 20 km from the border crossing point 
of Waidhaus and easily accessible once the 
planned motorway exit of Bor and the planned 
motorway Nuremberg-Plzen is completed. There 
are also plans for a 82 000 ha supra-regional 
nature conservation park, which promises to have 
positive effects on tourism in the entire area. 

The border area between Albania, former 
Yugoslavian Republic of Macedonia, 
Bulgaria and Greece 

Despite the geographical proximity to its East 
European neighbours and their importance as 
transit countries and despite ethnic links — an 
estimated 250 000 ethnic Greeks still live in the 
Balkan countries, most of them in Albania and in 
the former Yugoslavian Republic of Macedonia — 
Greece's relations with the regions across the bor
der to Albania, the former Yugoslavian Republic of 
Macedonia and Bulgaria have been very limited. 

This has to do, for one, with the topographical 
conditions, as the mountain ranges permit only 
relatively few corridors. Secondly, it is a result of 
the former sealing-off policy of Albania and also 

Greece had been in conflict with Albania over the 
Greek minority in Albania who were discriminated 
against as regards their legal and economic status. 
While the relations between the two countries have 
improved since 1985 after the Albanian Government 
had made some legal and economic concessions in 
favour of the Greek minority, they have come under 
new strain as a result of the massive influx of Alba
nians (of Greek and other origin) into Greece esti
mated at 200 000 to 300 000. While the mostly ille
gal immigrants have partly been welcome as cheap 
labour (the average monthly wage of an Albanian 
worker is about ECU 28), they have caused consid
erable social and economic problems in the mostly 
affected regions (north-western border regions of 
Greece and Thessaloniki). 
The bilateral relations between Greece and the for
mer Yugoslavian Republic of Macedonia have been 
strained for historical reasons which has been mani
fest in the recent dispute about the naming of this 
new State; these tensions have thwarted any 
attempts to develop an economic axis between 
Skopje and Thessaloniki. Nevertheless, Greece's 
relations with former Yugoslavia have always been 
much more intensive than with its other neighbours 
because former Yugoslavia was more liberal and 
'open' compared to other Eastern European coun
tries and very important for Greece as a transit route 
to Western Europe. 
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Bulgaria vis-à-vis Western Europe. Thirdly, the 
relations between the border regions have been 
hindered by the historically based irritations 
between Greece and the former Yugoslavian 
Republic of Macedonia. 

The border regions of Albania, the former 
Yugoslavian Republic of Macedonia, Bulgaria and 
Greece differ widely in terms of demographic pro
file, economic structure and standard of living, 
though most of them are relatively backward and 
agriculturally predominated as Tables 9 and 10 
show. 

Relations between Greece and Bulgaria were very 
poorly developed in the past but have intensified 
since the reform process began. For instance the 
number of Bulgarian tourists to Greece has risen 
two-fold from approximately 74 000 tourists in 
1989 to 158 000 in 1991. Greek exports to Bul
garia — especially in manufactured products — 
have increased after an initial fall in 1990 (- 23%) 
by 66% in 1991 and 54% (January-June 1992), 
imports from Bulgaria have risen by 87% beween 
1989 and 1991, but slightly dropped in the first 
half of 1992 (- 5%) (see Table 11 ). 

Table 9: Demographic and economic profile, 1990 
Population 

density 

1990 

Migration 
pressure 
index ' 
1990 

Agriculture 
Share In total workforce 1990 

Manufacturing Construction Private 
services 

Albania 

Former Yugoslavian 

Republic of Macedonia 

East Macedonia 

Central Macedonia 

West Macedonia 

Epirus 

Haskovo 

Plovdiv 

Sofia region 

117.85 

82.88 

40.00 

87.20 

27.40 

33.60 

76.07 

94.52 

53.27 

68.43 

-
27.06 

23.81 

29.12 

22.13 

41.99 

38.56 

37.19 

33.80 

-
26.86 

15.38 

17.49 

22.22 

15.70 

12.32 

17.06 

17.07 

-
9.15 

12.45 

10.23 

6.18 

28.90 

31.55 

37.53 

4.79 

-
-

2.74 

3.01 

3.51 

5.03 

5.09 

5.07 

5.22 

10.78 

-
10.55 

12.58 

9.09 

11.72 

10.17 

10.92 

11.21 
* Migrât 
Source: 

on pressure index: ratio of 0-14 years old to (15-64 and 65+years old), the figures in 
Empirica Regional Monitor. 

Table 10: Standard of living. 
Cars 

per 100 inhabitants 
1990 

brackets being weighted by 0.5. 

,1990 
Hospital beds 

per 100 inhabitants 
1990 

Albania 

Former Yugoslavian 

Republic of Macedonia 

East Macedonia 

Central Macedonia 

West Macedonia 

Epirus 

Haskovo 

Plovdiv 

Sofia region 

0.10 

10.83 

11.13 

12.28 

11.00 

3.05 

3.35 

3.38 

0.00 

5.93 

4.85 

0.97 

0.91 

0.91 
Source: Empirica Regional Monitor. 

Table 11: Trade and tourist flows between Greece and its northern neighbours, 1989-92 
(annual percentage change) 

Exports to 

Imports from 

Tourists from 
•I-IV1992. 

1989 

103 

47 

56 

Buig; 
1990 

- 2 3 

57 

82 

ïria 
1991 

66 

19 

18 

1992* 

54 

- 5 

- 1 4 

1989 

78 

59 

- 7 

Former Yugoslavia 
1990 1991 

64 

20 

57 

- 1 1 

- 1 8 
- 1 1 

1992* 

- 2 4 

- 4 5 

- 8 3 

1989 

279 

85 

-

Albania 
1990 1991 

- 5 
64 

-

- 3 1 
- 3 

-

1992· 

116 

0 

-

Source: Walldén 1992. 
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The volume of traffic has greatly increased on 
the axis Thessaloniki-Promachonas/Kulata-Sofia-
Vidin (Bulgaria) which has become the most 
important transit route for Greek long-distance 
freight transport to Central and Western Europe 
since the Yugoslav crisis and the EC trade embar
go (apart from the route via Italy). 

The route via Bulgaria has several drawbacks 
though. Apart from the poor condition of the roads, 
which hampers the cross-border freight traffic 
between the two countries and transit traffic alike, 
there are considerable time and cost disadvantages 
compared to the former transit route through former 
Yugoslavia. The route to Budapest via Sofia is much 
longer and entry visa and toll charges are higher, 
which means a great competitive disadvantage for 
the Greek transports. According to a calculation 
made by the Association of Truck Owners of North
ern Greece the cost per journey (to and from) were 
up by about ECU 270 even for the shorter route via 
Sofia-Nis-Beograd, which is some 200 km longer 
than the former transit route via Skopje which is no 
longer passable, and this amount does not include 
the extra cost for the drivers' wages, petrol and ser
vice (KEPE 1992). 

Communication across the borders is greatly 
obstructed by the limited number of crossing 
points for both rail and road traffic. To date 
Greece's access to Bulgaria is restricted to two 
crossing points, to three to the former Yugoslavian 
Republic of Macedonia and to two to Albania. 
Especially in the light of Bulgaria's new importance 
as a transit route for Greece the opening of new 
border crossings and the construction of the 
respective road links is a task of high priority. It is 
planned to open two or three more into Bulgaria 
and one more into Albania. 

After Albania had opened its borders to Greece it 
became obvious that to improve the cross-border 
relations a good deal of modernization and 
improvement of the road links would be neces
sary. First of all the main road link between loaninia 
and Kakavia (major Greek border town) needed 
improving. This Greek-Albanian route is expected 
to contribute substantially to increasing commer
cial transactions not only between Albania and 
Epirus but also Greece as a whole. The prospects 
of Albania becoming integrated into the north-
south trans-European road transport scheme 
(TEM) are viewed with much interest. In that event 
there may be an opportunity to speed up the con
struction of the road from loanina to Dyrrachio. 
The improvement of this traffic route will facilitate, 
among other things, the installation of two regular 
bus lines, laonina-Argirokastro and Athens-loani-

na-Argirokastro-Tirana, which were agreed upon 
early in 1991 by the joint Greek-Albanian Trans
port Committee. The installation of these two lines 
and the conclusion of other bilateral agreements 
are indications that efforts are being made to 
improve the economic and political cooperation 
between the two countries. 

Another field where infrastructural improvement is 
required is sea shipping. The ports of Thessaloni
ki, Kavala and Alexandroupolis in northern Greece 
are very important for Bulgaria's and Romania's 
shipments to Western Europe. At present some 
15% of the turnover of the port of Thessaloniki is 
accounted for by Bulgarian and Romanian ship
ments. A major field for cross-border cooperation 
therefore lies in projects to improve the transport 
infrastructure linking up to the harbours on the 
Greek Sea. Before the conflict in former 
Yugoslavia the port of Thessaloniki was at the 
same time the most important harbour for the for
mer Yugoslavian Republic of Macedonia which it 
could become again, provided that the two coun
tries improve their relations. 

Transport infrastructure is not the only field in 
which close cooperation among border regions is 
required in order to cope with the big investment 
and modernization need. Other areas such as 
environmental protection, water management and 
energy require cross-border cooperation, too, 
because of their transboundary ramifications. 

Starting with the question of water: the water 
resources in the border regions across Greece's 
borders and especially the water of the rivers 
which originate in the neighbouring countries are 
badly managed and there is a general state of 
abeyance as no bilateral or multilateral agree
ments have been concluded on, say, restrictions 
of land use, or of use of river waters for irrigation 
and power generation. 

There are also plans to use the rivers for electricity 
generation — projects of particular interest to the 
Balkan countries, since they all have considerable 
problems with energy supply. Greece, too, has a 
great interest in cooperation with its neighbours in 
the energy field since its northern regions have for 
some time been supplied with electricity from 
across the border during peak consumption 
times. In times of great demand Greece still buys 
power from Albania and Bulgaria although both 
countries suffer energy shortages themselves. A 
conceivable solution could be hydroelectric power 
stations, for example on the Nestos river or on the 
Aoos river, which flows from Greece into Albania; 

Reform processes and spatial development in Central and Eastern Europe 73 



however, no concrete project plans have as yet 
been worked out. 

The problem of water supply and use arises for 
the Greek regions especially in connection with 
the rivers which run from Bulgaria and former 
Yugoslavia into the Greek Sea. A large part of 
Thessaloniki's plains, for example, depends heavi
ly on the water from the Axios river, which rises in 
former Yugoslavia. The same holds true for a large 
part of the cultivated areas in the north-eastern 
border regions of Greece (eastern Macedonia and 
Thrace) which are dependent on water supplies 
from the Strymon and Nestos rivers (both having 
their sources in Bulgaria) and cultivation in the 
Evros plains depends on the water resources of 
the Adras river (rising in Bulgaria) and of the Evros 
river which is shared with Bulgaria and Turkey. The 
problem has recently been getting more acute 
because of the growing shortage of water 
throughout the northern regions of Greece. 

Apart from the problem of quantity of available 
water, the quality of the water has become a mat
ter of concern considering the considerable pollu
tion in the various countries. (In Albania, former 
Yugoslavia and Bulgaria a large part of the waste 
water is discharged untreated into the rivers.) Effi
cient water management, reasonable patterns of 
use of water resources and appropriate instru
ments guaranteeing high water quality have 
become imperative requiring close cooperation 
between Greece and its Balkan neighbours. 

Also transborder air pollution poses a big problem 
for the neighbouring regions and necessitates 
closer collaboration across the frontiers. Although 
the Balkan countries in general have a lower level 
of air pollution than the other East European coun
tries, certain regions are up against serious pollu
tion problems, i.e. Sofia, Burgas, Dimitrovgrad, 
Devnya, Kardzinali and Pirdop (Bulgaria) and Bor, 
Trepca and Zenica (former Yugoslavia). The strong 
winds, frequent in the area, carry the pollutants 
over the borders into the neighbouring countries 
where they cause environmental damage. 

Cooperation in the economic field between private 
enterprises is still restricted to relatively few 
instances. Companies in the border area have 
hardly an opportunity of cooperating with partners 
across the border. However, the Bulgarians seem 
to be quite interested in intensifying contacts. The 
city of Thessaloniki could play a key role, since the 
major infrastructural links to the neighbouring 
countries start here. It is also thought capable of 
giving the best impetus to economic development 

in the Bulgarian border region. Thus in Blagoev-
grad (south-western Bulgaria) a Greek-Bulgarian 
information centre is planned to promote coop
eration with Thessaloniki. 

At the same time there is a growing Greek interest 
in direct investments in Bulgaria. Their volume is 
very small though with the exception of a few 
major joint ventures in oil products and food 
industry (ice-cream, beverages). 

On the other hand it is not unlikely that competi
tion will emerge between the border regions of 
Greece and those of Bulgaria — assuming that 
Bulgaria's economic development makes steady 
progress — since both have similar export struc
tures especially with regard to labour-intensive 
production lines. 

Albania, in contrast, is unlikely to be a serious 
competitor in common sales markets in the next 
few years. Since the border opening, the cross-
border trade — often semi-legal — in the immedi
ate border zones (south-east Albania and Epirus/ 
western Macedonia) has greatly expanded, but 
considering the enormous economic problems 
and the low standard of living of Albania it is highly 
unlikely that this country should become a signifi
cant competitor for Greek producers. 

Tourism might become a field of real competition 
among the three neighbouring countries. Bulgaria 
and Albania are thought to have promising 
chances in tourism thanks to their natural endow
ments, though one should not overlook that 
tourist infrastructure is virtually non-existent in 
Albania and mostly not up to Western standard in 
Bulgaria. But foreign companies have already 
shown a keen interest in investing in Bulgaria's 
tourist business which will make it more attractive 
also to Western tourists in the coming years. This 
may result in stronger competition among the 
affected regions of Bulgaria and Greece (along the 
coast or in the mountainous areas). 

The Slovenian-Italian border area 

The border area encompasses the Italian adminis
trative units of Puglia and Friuli-Venezia Giulia and 
Slovenia, comprising 47 452 km2 in extent and 7.2 
million inhabitants. Tables 12 and 13 show the 
most important socioeconomic indicators as well 
as common and diverging features of Slovenia 
and the Italian border regions. 

They show that manufacturing employment as a 
percentage of total employment is much higher in 
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Slovenia than in the Italian border regions (24.46% 
as against 8.04% in Puglia and 14.04% in Friuli-
Venezia Giulia). The major fields of manufacturing 
in Slovenia are steel and electrical engineering, 
vehicle construction, textiles and clothing and 
food. 

Agriculture in Slovenia is of relatively little impor
tance with a share of 1.47% in total employment. 

Employment In services in Slovenia with a share of 
17.03% in total employment while markedly below 
the respective share in the Italian border regions is 
very high compared to other countries of Central 
and Eastern Europe (Czech Republic and Hun
gary: about 13%, Slovakia: about 12%, Poland: 
about 10%). 

Another salient feature is Slovenia's low popula
tion density (96.42 inhabitants/km2) compared to 
Puglia (210.30 inhabitanta/km2) and Friuli-Venezia 
Giulia (153.3 inhabitants/km2), which is higher 
though than the average of the former Yugoslavia 
(some 87 inhabitants/km2). 

Relations have long existed between the so-called 
'autonomous regions' and Slovenia, since former 
Yugoslavia was oriented towards the West to a far 
greater extent than other East European coun
tries. Now that Slovenia is an autonomous State 
new opportunities for cooperation have emerged, 
primarily in the field of telecommunications, trans
port infrastructure, energy, trade and further edu
cation. Plans which are at present under 
consideration include, for example, the electrifica
tion and modernization of the railway network in 
Slovenia and the construction of a motorway link 
from Ljubljana to the Trieste motorway. However, 
as yet these plans have not taken shape and the 
financial aspect is still completely open. 

Although Slovenia is among the most developed 
countries in Central and Eastern Europe (relatively 
diversified economic sector, relatively high-skilled 
workforce, highly developed agrobusiness and 
tourism industry) and although it has attracted 
some amount of investment from Italy (ECU 80 
million which is 15.6% of the volume of foreign 
investment and 31 % of all foreign enterprises/joint 

Table 12: Demographic and economic profile, 1990 
Population 

density 

1990 

Migration 
pressure 
index * 
1990 

Agriculture 
Share in total workforce 1990 

Manufacturing Construction Private 
services 

Friuli-Venezia 

Giulia 

Puglia 

Slovenia 

153.30 

210.30 

96.42 

22.31 

40.26 

33.32 

4.48 

2.90 

1.47 

14.04 

8.04 

24.46 

4.13 

3.54 

3.70 

26.97 

21.04 

17.03 
' Migration pressure index: ratio of 0-14 years old to (15-64 and 65+years old), the figures in 
Source: Empirica Regional Monitor. 

Table 13: Standard of living, 
Cars 

per 100 inhabitants 
1990 

brackets being weighted by 0.5. 

1990 
Hospital beds 

per 100 inhabitants 
1990 

Friuli-Venezia 

Giulia 

Puglia 

Slovenia 

43.89 

11.00 

29.41 

10.89 

4.85 

0.61 

Source: Empirica Regional Monitor. 

Table 14: Wage/price differentials, June/July 1992 
(in ECU per unit) 

Friuli-Venezia 

Giulia 

Slovenia 
Source: Empirica Regional 

Textile 
workers (f) 
net monthly 

earnings 

646.10 

195.12 
Monitor. 

Rents 

monthly 
average 

387.66 

126.83 

Bread 

1 kg 

2.20 

0.63 

Fish 

1kg 

10.34 

3.90 

Cheese 

I kg 

8.40 

5.85 

Gasoline 

1 I 

0.95 

0.54 
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ventures in Slovenia) (CICD 1992) — economic 
cooperation across the border is still limited by 
Slovenia's serious problems: while the political, 
economic and social reorientation has made 
some progress, the privatization process is pro
ceeding only slowly and many ownership issues 
are still in abeyance (CICD 1992), infrastructural 
and energy provision is still inadequate. 

At.the same time where closer relations have 
developed they have given rise to some concern. 
The wide price and wage gap (see Table 14) is 
leading to growing competition in the textile indus
try (loss of jobs on the Italian side due to relocation 
of production into Slovenia) and to a growing 
'shopping tourism' (petrol prices in Slovenia are 
published daily). 

There are also negotiations going on concerning 
the relocation of entire production plants (e.g. the 
relocation of a major foundry from the Udine 
region). 

This is creating additional difficulties for the 
'autonomous regions', on top of their immense 
structural problems, high unemployment and 
increasing immigration (Autonoma Regione, Com
pendio Statistico 1991). 

Competition has also developed between the 
ports on the Adriatic coast, with the competitive 
ports of Italy reducing the development opportuni
ties for Slovenia's port of Koper as well as 
between the tourist locations. 

2.8. Summary: regional development 
obstacles and potentials 

With regard to the existing development obstacles 
and potentials in Central and Eastern Europe 
there are serious differences not only at the 
national level but also at the regional level. Numer
ous crisis regions, where structural weaknesses, 
environmental problems, ethnic tensions and 
inadequate infrastructural links greatly handicap a 
process of alignment and catching up with the 
West, exist alongside the relatively prospering 
regions, where locational advantages provide 
considerably better development opportunities. 

Often several unfavourable factors coincide in the 
agrarian-structured problem regions, preventing 
economic development: unfavourable geographi
cal position, insufficient links to infrastructure net
works, poor social and medical provision, few 

employment alternatives and general economic 
weakness. Yet, not all rural regions are necessarily 
problem regions. The relatively advanced coun
tries possess a comparatively efficient food, bev
erages and tobacco industry, or at least one which 
could be modernized relatively quickly — a factor 
which is also of great interest to foreign investors. 
Moreover, some rural regions also constitute 
promising locations for future recreational facilities 
or tourism destinations. Thus in southern Bulgaria 
and Romania, and also in southern Slovakia, the 
tourist sector is prospering and could provide 
future employment alternatives for workers previ
ously employed in the agricultural sector. 

The monostructural industrial regions are also 
often marked by several obstacles to develop
ment. Besides serious structural problems they 
have to cope with a very high level of environmen
tal pollution. This is particularly severe in the lignite 
mining areas and in the centres of iron and steel 
industries. Yet not all industrial areas are affected 
to the same extent by the structural crisis: some 
areas are already showing clearly positive trends. 
This is particularly true of some industrial areas in 
the Czech Republic and parts of north-western 
Hungary which have better growth potentials 
thanks to their relative locational advantages 
(position on traffic axes, relatively good starting 
position in terms of infrastructure and energy sup
ply, existing or rapidly developing efficient private 
service sector, etc.). The commitment of foreign 
enterprises in these regions is having a particularly 
favourable impact. 

The restructuring or adjustment process is pro
ceeding most rapidly in the financial and service 
sectors in some regions which assume a bridging 
function between East and West. However, the 
growing spatial discrepancies in Central and East
ern Europe also engender immense problems for 
these so-called prospering regions: the immigra
tion pressure exerted by migrants from poorer 
countries and regions is increasing, the housing 
situation is deteriorating and there are tightening 
bottlenecks in the waste disposal and in transport 
sectors. However, since a large part of public 
investment is flowing into these prospering 
regions, they will be in a better position to over
come existing development obstacles than the 
problem regions. 

On the whole it is obvious that there is a great 
need in all countries of Central and Eastern 
Europe to catch up with their Western neighbours 
as regards infrastructural provision. The removal 
of supply bottlenecks is important not only in 
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order to raise standards of living and to minimize 
the potential for social conflict, but also because 
prospective investors regard infrastructural condi
tions as the decisive factor when it comes to 
assessing the attractiveness of locations in Cen
tral and Eastern Europe. 

The Central and East European border and transit 
regions which flank the Community territory are 
thus in a special position: on the one hand, they 
benefit from the geographical proximity to their 
Western neighbours, on the other hand, they are 
particularly affected by increasing traffic flows 
since the opening of the borders and under 
greater pressure to adjust due to the more imme
diate competition. Although the current opportuni
ties for cooperation are still relatively poor due to 
the economic, social and political problems, some 
border regions, in particular those along the Ger
man-Polish border and the German-Czech bor
der, and some areas of south-western Bulgaria 
bordering on Greece have relatively good devel
opment opportunities. 
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3. Regional impact on the Community territory in 
the short term 

3.1. Current degree of 
interpénétration between 
Eastern and Western Europe 

With the opening up of the borders and the politi
cal and economic reorientation of the Central and 
East European countries, relations with the Com
munity territory have grown significantly. Trade vol
ume between the EC and Central and Eastern 
Europe increased by 43% between 1989 and 
1991.'5 During the same period, ECU 7.3 billion 
were invested in Central and Eastern Europe — 
though still very low it is more than in the previous 
15 years put together. Cross-border travel activity 
has also risen tremendously, increasing, for 
instance, in Hungary which was one of the most 
liberal countries even in the days of the Iron Cur
tain, from 9.7 million (1987) to 14.3 million people 
(1991). 

Relations between the EC and the countries of 
Central and Eastern Europe appear to have 
remained at a relatively low level, however, when 
one considers, for example, that the volume of 
trade between the EC and CEECs only amounted 
to 15% of EC-EFTA trade in 1991. At the present 
time, Central and Eastern Europe still represent a 
relatively unimportant partner to the Community 
(1991 only 1.6% of total EC exports went to and 
only 1.3% of total imports came from these coun
tries) (Eurostat 8/9 1992). 

Moreover, current relations between Central and 
Eastern Europe and the Community territory must 
also be characterized as relatively 'immature'. 

Bulgaria, the former Czech Republic, Slovakia, Poland, Hungary and 
Romania. 

Trade and investment flows predominantly run 
between only a few countries (especially the rela
tively advanced countries of Hungary, Poland, the 
Czech Republic and Slovakia on the one side and 
the Federal Republic of Germany, France, Italy 
and Great Britain on the other). Economic rela
tions in the areas of trade and investment are also 
restricted to a few sectors: mechanical engineer
ing, chemicals, electrotechnical engineering, food, 
textiles and motor vehicles account for more than 
60% of all exports to Central and Eastern Europe, 
and fuels and minerals, iron and steel, textiles, 
food and agricultural products and chemicals 
make up over 60% of all imports in terms of value 
(see Annex, Figure 6). 

In the area of investment, the lion's share is 
accounted for by the sectors of chemicals, tex
tiles, mechanical engineering and food industry 
(Hungary, Poland, the Czech Republic and Slova
kia) and by energy production and the extraction of 
raw materials (CIS) (NERA 1992, Ifo survey 1992). 

The 'immaturity' of relations, ultimately attributable 
to the huge difference in standards of living and 
levels of development, manifests itself in the one
way transfer of capital (together with technology 
and know-how) from the West and the significant 
migratory flow of people into the Community terri
tory from the East (empirica 1992c). 

Relations have also only reached the incipient 
stage of development in the areas of infrastruc
ture, environmental protection and cross-border 
cooperation (see Chapter 2). 

Since 1989 relations between the Community and 
the countries of Central and Eastern Europe have 
become more intensive compared to the past, 
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and there have been some significant spatial 
effects on the Community territory as a result of 
increasing migration, increasing transit and traffic 
flows and of environmental developments. 

The following figure summarizes the opportunities 
and risks ensuing from the opening up of the bor
ders which have or will have spatial effects on the 
Community territory. 

As a result of the heterogeneity of the Community 
territory, the opportunities and risks facing differ
ent locations vary greatly. The crucial determi
nants here are a region's degree of involvement/ 
interpénétration with Central and Eastern Europe, 
and its response potential. 

A high degree of interpénétration means that the 
potential effects on a region will be greater, where
by the determinants of the degree of interpénétra
tion admit both options, i.e. both opportunities 
and risks. Whether there are more opportunities 
than risks depends upon the condition and capa
bility of a region. If it possesses the ability to react 
flexibly to changed terms of competition, i.e. if it 
has a large response potential, it may become a 
potential winner during the growing together of 
East and West. If, on the other hand, the response 
potential is weak, there is a danger that the region 
will not be able to take advantage of its growth 
potentials and that it will lose out in the increasing 
competition. 

Which areas of the Community will scarcely be 
affected in the short term? 

With the aid of a so-called 'short-term likely-
impact model' an attempt will be made to mea
sure the potential short-term effects on EC 
regions at NUTS level 2, and to devise certain sen
sitivity types. The structure and methodology 
used in the model will be explained and the results 
of the model will be presented with the aid of 
maps. 

3.2. Short-term likely-impact model 
— Methodology and selection of 
parameters 

As mentioned above the possible impact on a 
Community region depends on the degree of its 
interpénétration with the countries of Central and 
Eastern Europe and its response potential. The 
actual degree of interpénétration between regions 
in East and West is scarcely 'quantifiable', how
ever. This would require precise data on regional 
input-output relationships or statistics on actual 
flows of goods, investment and people at the 
regional level, which are not available. However, 
the possible degree of interpénétration or the 
interpénétration potential of a region can be deter
mined with the aid of the economic sensitivity and 
accessibility potential determinants. 

The central issues which need to be answered 
with respect to the possible effects on the Com
munity territory are therefore: 

Which areas of the Community should expect the 
greatest short-term impact? 

Which regions could have growth potentials? 

Which parts of the Community, on the other hand, 
will most likely be subjected to adjustment pres
sure? 

Economic sensitivity 

As shown in Chapter 3.1, there are a few key sec
tors, both in the field of reciprocal trade and 
investments. Other sectors, by contrast, are of 
scarcely any importance in the current economic 
relations between the EC and Eastern Europe.16 

For this reason, those regions in which the key 
sectors prevail will become more involved in the 

Sectors which are not very significant at the moment but might gain 
importance in the medium term (e.g. paper products) are dealt with 
in Chapter 5.1. 

Figure 15: Opportunities and risks ensuing from the opening of the borders in 
the short term 

Opportunities Risks 

Opening up new markets 
Using comparative advantage 
Transnational cooperation 

Intensification of competition 
Adjustment pressure on sensitive sectors 
Increasing competition for border locations 

Increasing transport and traffic flows 
Changes in environmental conditions 
Future migratory movements 

Source: Empirica. 
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process. Regions which, on the other hand, have 
few relations with Central and Eastern Europe as a 
result of their economic structure will not be 
affected strongly, either positively or negatively. 

Since this formula establishes a non-linear relation 
between potential and distance, the benefit of 
accessible activities is decreasing progressively 
with increasing travel or transportation costs. 

Accessibility potential 

The second important determinant of the inter-
penetration potential of a region is its accessibility 
potential. Locational advantages or disadvan
tages of a region compared to others are normally 
measured in terms of travel times or distances 
from an originating region to a set of relevant des
tinations in other regions. A similar but inverse 
approach is to count the destinations or potentials 
which can be reached within given travel times or 
distances. The operational techniques of using 
these concepts to measure accessibility and 
peripherally of Community regions are discussed 
in a separate study (BfLR 1992). 

In an attempt to measure the change of regional 
accessibility and economic potential during the 
first periods of successive enlargement of the EC, 
Keeble and others suggested a potential index 
based on earlier concepts of industrial locational 
analysis (Keeble ef al. 1982). Locationally depen
dent economic potential is thus defined as the vol
ume of economic activity a region has access to, 
while taking into account the cost of covering the 
distance to that activity. 

This concept meets both angles of accessibility: 
that of producers wishing to gain access to mar
ket potentials as well as that of consumers need
ing to be supplied with goods and services. 
Regions with higher potential values (calculated as 
a ratio between accessible activities and distance) 
have access to more economic activity within a 
given distance than those with lower ones and 
could in this respect be considered to have a 
comparative advantage for economic develop
ment. 

The most common mathematical formula of the 
potential concept is: 

Formula of the potential concept 
n M, 
1=1 Dfl 

M¡ 

where 
p, = 
M, = 

M¡ = 
D« = 

Potential of region ï (base region) 
Measure of volume of economic activity In region ' j ' 
(destination region) 
Ditto for originating region ' i ' 
Measure of distance or cost of transport between ' i ' 
and ' j ' 
Number of regions 

Frequently exponents are used to fit distance 
measurement to certain empirically based rela
tions between benefit of accessible activities and 
distance. Maps 4 and 5 (Chapter 1) have shown 
how much the accessibility potential varies among 
the different parts of the EC and Central and East
ern Europe. 

Response potential 

As stated above, the type of effect — whether a 
region will be positively or negatively affected — 
depends on its ability to react flexibly to changed 
competitive conditions. The interpénétration 
potential (economic sensitivity and accessibility 
potential) alone does not tell us whether adjust
ment pressure or growth impetus is more likely to 
be triggered. Only after adding the determinant 
response potential can conclusions as to the likely 
impact on a region be drawn. 

In this study, the response potential is measured in 
terms of indicators of regional competitiveness 
(see Chapter 3.3 below). 

These three determinants are interrelated and can 
be represented with the aid of a three-dimensional 
grid (see Figure 16). 

If the Community regions are analysed in terms of 
these three determinants and grouped according 
to their significance — 'high/moderate/low' — this 
produces a total of 27 squares to which the 
regions can be allocated. 

3.3. Operationalization of the model 

Analysing the regions in a single-step process, i.e. 
taking all three determinants into account at the 
same time, is theoretically possible, but presents 
disadvantages: for one thing, the resulting model 
is too complex and hence confusing; for another, 
information is lost if many indicators are densely 
aggregated, thus rendering a detailed evaluation 
of the spatial effects more difficult. A multi-step 
procedure according to the model laid out in Fig
ure 17 would appear to be more expedient. 
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Response 
potential M 0 

Figure 16: Three-dimensional grid of spatial impact 

HI 

Economic 
sensitivity MO 

HI MO LO 

Accessibility potential 

1: High economic sensitivity/high accessibility potential/ 
low response potential (= negative impact) 

2: High economic sensitivity/low accessibility potential/ 
high response potential 

3: High economic sensitivity/high accessibility potential/ 
high response potential (= positive impact) 

Source: Empirica. 
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Figure 17: Steps of the likely-impact model 

Assumptions: Spatial impact depends on: 
Involvement/interpenetration 
Response potential of a region 

Model: 

Economic sensitivity Accessibility potential 

Involvement/ 
interpénétration 

Source: Empirica. 

Response potential 

Likely impact 

Below, the individual determinants of economic 
sensitivity, accessibility potential and response 
potential are assigned indicators and the results of 
the analysis for the Community territory at NUTS 
level 2 are presented with the aid of maps.17 In 
addition, the regions of the EC are classified in 
terms of specific sensitivity types with the aid of 
synthetic indices in the intermediate stage of the 
model — termed 'interpénétration' — and the final 
stage: 'likely impact'. 

Economic sensitivity 

With respect to possible short-term effects, indus
trial sectors were selected which, according to the 
business surveys by the Ifo-lnstitute, were identi
fied as the most affected branches. 

" In order to create a typology of EC regions, the values of the indica
tors used were standardized and indexed. In the process some infor
mation had to be dropped in order to be able to draw up a concise 
model of the spatial effects on the Community. The special situation 
of individual regions where qualitative factors also play a role will be 
examined separately with the aid of examples below. The relatively 
rough unit 'NUTS level 2' was selected because of the availability of 
data. It should be noted, however, that the model results within a 
NUTS 2 region can vary strongly between the different locations. This 
especially applies to countries which are divided into only a few 
NUTS 2 units. 

Results of an expert survey: short-term 
sensitivity of industries 

Mechanical engineering 

So far Western businesses have shown little interest 
in establishing a presence in Central and Eastern 
Europe, although many cooperative ventures are 
being started in the form of licensing agreements 
with the supplier companies. Competition from 
Eastern manufacturers of finished goods is also still 
relatively slight; imports of semi-finished products 
from Central and Eastern Europe have risen signifi
cantly, though. This means that over the short term 
the supply industry should be the most strongly 
affected sector. The most interesting locations for 
investment and cooperation at present are In Hun
gary, the Czech Republic, Slovakia, Poland, the 
Baltic States and Slovenia. Growing competition for 
Western enterprises, also in the area of finished 
goods, is to be expected from the Czech Republic 
and Slovakia, as the conditions for manufacturing 
competitive products appear most favourable there 
due to the availability of a highly skilled workforce 
and of production capacities. 

Experts from important industrial and commercial associations which 
monitor the respective developments in the European market were 
interviewed by the Ifo Institute in July/August 1992. In addition, 120 
enterprises were interviewed concerning their assessment of future 
developments in East and West. 
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Extraction/preliminary processing of metals 

Western companies have already made a strong 
commitment in Central and Eastern Europe; they are 
especially interested in taking advantage of wage-
cost-intensive products (semi-finished and finished 
goods). As a result of cooperative ventures and out
sourcing, import pressure in the metal-casting 
industry is increasing, especially with respect to 
mass-produced goods which are easy to manufac
ture. .However, the know-how needed to produce 
high-grade metal products Is lacking. The transfer of 
individual production stages and further staff cuts in 
the West are expected as a result of activities in Cen
tral and Eastern Europe. Moreover, competitive 
pressure on supplier companies in the metal-work
ing sector keeps increasing. The most interesting 
locations for planned Investments are in Hungary, 
the Czech Republic, Slovakia and Poland as a result 
of the relatively stable conditions there, and of their 
geographical proximity to the EC. 

Textiles 

Business activities in Central and Eastern Europe are 
at present characterized by limited investment of 
capital and intensive cooperative ventures. The 
greatest interest is In outsourcing in the East as a 
result of current cost advantages. Know-how and 
production capacities already exist to a large extent. 
While the competitive pressure on high-grade tex
tiles and their production locations has been virtually 
negligible, it has been sharply increasing in the lower 
price categories. However, market shares will be 
gained also by Western sellers if the East European 
population's increasing standard of living gives rise 
to greater demand for high-quality textiles of modern 
design. The preferred locations for cooperative ven
tures in the textile industry are, besides Hungary, the 
Czech Republic, Slovakia, Poland and the Baltic 
States. 

Clothing industry 

West European enterprises have strongly committed 
themselves also in the clothing industry of Central 
and Eastern Europe. As in the textile industry, coop
erative ventures are being preferred to direct invest
ment. The cooperative ventures are producing pri
marily for the Western markets; only 5% of goods 
remain in Central and Eastern Europe. The import 
pressure will continue to increase, but supplier firms 
will be less affected, as raw materials must originate 
from EC countries lest the re-imported finished 
goods should be liable to customs duties. Moreover, 
the clothing industry places high demands on the 
quality and design of raw materials, and suppliers in 
Eastern Europe are presently not able to meet them. 
Potential areas for cooperative ventures are those 
mentioned in the above paragraph on textiles as well 
as Romania, Albania, Russia, the Ukraine, Slovenia 
and Croatia. 

Food industry 

There is already a strong commitment by the food 
industry in Central and Eastern Europe in the form of 
investments, although most of the production is 
destined for the markets there. Both lower wage 
costs and less stringent regulations are playing a role 
in investment decisions in the area of food produc
tion. Increasing competitive pressure is expected for 
suppliers of raw materials, in the canning industry for 
example, and here former Yugoslavia, in the past an 
important supplier, is largely being replaced by other 
East European producers. In the food industry as 
well, the focus of interest at present is on the rela
tively advanced countries of Hungary, Poland, the 
Czech Republic, Slovakia and to a certain extent on 
the Baltic States. 

In addition those branches were selected which 
are of special importance in terms of export/ 
import relations between Eastern Europe and the 
Community, such as the chemical and fibre indus
try and the mineral oil refining industry (see Chap
ter 3.1). 

The findings of the survey by the Ifo Institute and 
of the observations made in Chapter 3.1 suggest 
that the following sectors are likely to be affected 
above average. 

Industries sensitive in the short term 
NACE Industries 

14 Mineral oil refining 
22 Extraction/preliminary processing of metals 

25+26 Chemical and fibre industry 
32 Mechanical engineering 
43 Textile industry 
45 Footwear and clothing industry 

Source: Empirica. 

At the same time, however, the term 'high sensi
tivity' for some sectors must be viewed in relative 
terms. The Community has maintained import 
restrictions and fixed them in the Association 
Treaties in the coal and steel sector, the textile 
industry and agrobusiness. This results in less 
competitive pressure on these sectors than would 
be the case if there was complete liberalization. 
The transitional regulations are to be effective for 
another five to six years, depending upon the par
ticular economic sector. 

It nevertheless seems sensible to view these sec
tors as 'highly sensitive' in the model, as the 
developments in Central and Eastern Europe are 
also having an impact on current political deci
sions (reform of the agricultural market regime, a 
reduction of subsidies, the closure of steelworks 
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and textile enterprises in the new German Länder, 
etc.). The adjustment pressure in the area of trade 
has thus already increased significantly in spite of 
the 'grace period'. 

The following variables were used as an indicator 
of the importance of the two economic groups at 
the regional level (NUTS 2): the number of employ
ees in the various sectors of the group of 'indus
tries which are sensitive in the short term' (1988 
and 1990 respectively) and the group 'agriculture 
and the food industry'.19 

Maps 17 and 18 

These maps show to what extent the labour force 
is affected by the sector specialization in a region 
within the EC. 

The regions which are affected most by short-
term effects on industries are those which con
centrate on the traditional industrial sectors, 
including heavy industry, mechanical engineering 
and the chemical industry. The most sensitive 
regions include the new German Länder, southern 
Germany as well as areas around Porto, Bordeaux 
and Milan and northern England. 

This is also confirmed by business surveys (see Ifo 
survey 1992). The greatest competitive pressure 
on the textile industry is expected in the new Ger
man Länder, but also in locations in western Ger
many, France and Italy. With respect to the cloth
ing industry, production locations in Greece and 
Portugal are also expected to experience an eco
nomic impact. In the metalworking industry, tradi
tional industrial locations in the Federal Republic 
of Germany, but also in France, Greece and Italy 
could be the most significantly affected. 

Spatial sensitivity in terms of the importance of the 
agricultural and food sector in the various regions 
produces a very different picture. Peripheral rural 
areas, where up to 30% of the people are 
employed by the agricultural and food sector, are 
affected most. Two belts of high spatial sensitivity 
become apparent: the areas situated on the west-

it would be more precise to 'measure' the export orientation of a 
region in the sectors to be viewed, as this indicator is more likely to 
reflect the actual degree of interpénétration at the International level. 
However, analyses that have been carried out, show that a quantifi
cation of this variable at the regional level is plagued with uncertainty 
and problems of evaluation, thus calling into question the meaning-
fulness of any conclusions. The indicator 'share of the respective 
industries or industry group in the regional product', which Indicates 
the actual economic importance of these industries or industry group 
to a region more than 'employment share' does, was discarded 
because of evaluation problems. With respect to the 'level of employ
ment' indicator, however, it should be taken Into consideration that 
differences in productivity between the regions have not been mea
sured. This is especially important with regard to the 'agriculture and 
food industry' group, as it is precisely In agriculture that there are sig
nificant differences in productivity within the Community territory. 

em borders of the Community (Ireland, western 
France, Spain, Portugal) and the eastern parts of 
the Community (new German Länder, eastern 
coast of Italy and Greece). 

Accessibility potential 

To identify changes in locational advantages of EC 
regions as a result of the opening of Central and 
Eastern Europe, it is necessary to have a concept 
of measuring accessibility which is not only based 
on given sets of destinations or limited travel times 
(see above). A concept to be appropriate must 
permit to combine different travel times or dis
tances with changing accessible economic poten
tials. This means that weightings are to be used 
which change as a function of the degree to which 
a region is open to the European Community. 

Even if two locations have the same market 
potential (expressed in terms of the accessible 
population) in absolute terms, i.e. measured in 
terms of distance or travel time, their accessibility 
may vary considerably. A location whose econom
ic activities can reach the accessible population 
more easily has a higher interpénétration potential 
than another location whose theoretical market 
potential is weakened by tariff/non-tariff trade bar
riers, etc. 

In order to take into account the varying accessi
bility potentials of the markets the individual coun
tries were assigned different weighting factors 
(see Table 15). The different weighting factors for 
the countries of Central and Eastern Europe are 
designed to express the level reached by the 
reform processes and the intensity of existing rela
tions between the European Community and 
these countries (see Chapter 2 and Chapter 3.1). 

Table 15: Index of accessibility potential 
weighting factors (short-term effects)20 

Countries/regions 

EUR 12 
EFTA 
Turkey 
Poland, Hungary, Czech Republic 
Slovakia 
Romania, Bulgaria 
Slovenia 
Estonia, Latvia, Lithuania 
Former Yugoslavia (excluding Slovenia) 
Albania 
Russia, Ukraine, Belarus, Moldova 

Weighting factors 

100 
75 
50 
50 
50 
20 
20 
20 
10 
10 
10 

Source: Empirica. 

The weighting factors were determined on the basis of statistical 
data (e.g. intensity of trading relations) and of judgments passed by 
the East European experts on the progress of reforms, opening of 
the CEECs etc. by mid-1992. The most recent developments may 
recommend a slight readjustment of the weighting factors (e.g. 
upwards for Slovenia). However, this would only slightly affect the 
results of the analyses as test runs have shown. 
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To simulate travel times between the regions in 
question, which include, beside the EC Member 
States, the EFTA States, Turkey as well as Poland, 
the Czech Republic, Slovakia, Hungary, Romania, 
Bulgaria, Albania, former Yugoslavia and the west
ern parts of the former USSR, three transport net
work models are used which cover main road, rail
way and air traffic connections in Europe. The 
models were worked out in the context of the 
abovementioned accessibility study by the BfLR 
and were extended for the purpose of the present 
study to cover EFTA and Eastern Europe. 

Travel times were measured between central loca
tions of all NUTS 2 regions and between them and 
centres and regions in the other countries includ
ed. Road travel was simulated by using realistic 
assumptions on travel speeds on different types of 
highways and other main roads. Railway travel 
times were taken from the official timetables and 
the fastest available connections were chosen. 
The same concept was used for air travel connec
tions. Three distance matrices were calculated: 

(i) travel time of individuals using the shortest 
available connection given free choice of trans
port means. This usually implies combined 
transport (road/air, railway/air) on long-dis
tance routes. In this way the typical business 
journey is simulated; 

(ii) transportation time in goods traffic on roads 
including ferries. This simulation depicts the 
typical freight transport within the European 
market; 

(iii) travel time by rail-borne transport only. Rail 
connections unlike road connections are not 
available throughout the regions and are selec
tive with respect to travel times between differ
ent types of location. 

The assumption on the trade-off between travel 
time and benefit of regional potentials which can 
be reached within a given travel time is shown in 
the figure below (Figure 18). 

This assumption leads to a simplified linear ver
sion of the above-discussed general potential 
model which implies a non-linear degression of 
benefits. 

Regional population figures were used to simulate 
accessible potentials. The calculated index repre
sents a ratio between accessible potential (i.e. 
population) and travel time. It is important to note 
that the index is without dimension and allows 
only a relative measurement of locational advan
tages or disadvantages and their change over 
time. 
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All connections from a Community region to the 
EFTA countries, the countries of Central and East
ern Europe and to Turkey were examined (see 
Annex, Maps 2, 3 and 4). 

Map 19 

The three individual determinants of accessibility 
potential were indexed in order to be able to link 
them in an additive manner. Map 19 shows the 
categorization of EC regions in terms of 'low', 
'moderate' and 'high' accessibility potential. 

The centre-periphery differential within the Com
munity territory is clearly visible. Locations in 
north-eastern Italy and the new German Länder 
show a relatively unfavourable accessibility poten
tial in spite of their central geographic location. 
Good air connections make London and Madrid, 
respectively highly and moderately accessible 
centres, while the adjacent regions only show an 
average or below-average accessibility potential. 

Greece does not have a high index of accessibility 
although the population of Turkey as well as of 
Central and Eastern Europe was included in the 
calculations. This is due to the insufficient infra-
structural connections in these countries, which 
means that the theoretically utilizable potentials 
cannot be reached to the desired extent. 

Interpénétration potential 

Combining the two determinants economic sensi
tivity and accessibility potential produces a nine-
square matrix illustrating the interpénétration 
potential of the regions. 

Interpénétration potential and types 
of region 

Accessibility potential 
High Moderate Low 

Economic 
sensitivity High 

Moderate 
Low 

Type 1 
Type 4 
Type 7 

Type 2 Type 3 
Type 5 Type 6 
Type 8 Type 9 

The diagonal (Types 3, 5 and 7) illustrates an aver
age interpénétration potential. The squares lying 
above this diagonal stand for a high, and the 
squares lying below, a low interpénétration poten
tial for a region. 

Map 20 (Short-term interpénétration — 
industries) 

Map 20 shows which spatial effects are produced 
by the interaction of economic sensitivity and 

accessibility potential. Type 1 has the highest in-
volvement/interpenetration potential while Type 9 
has the lowest. It is interesting that in many re
gions high economic sensitivity coincides with high 
accessibility potential. Of the 27 regions which 
have a high level of industrial employment, 17 also 
have a high accessibility potential. The Ruhr 
region, south-western Germany and north-east
ern Italy all have a high interpénétration potential. 

With respect to future effects, however, Types 2, 
3, 4 and 7 are also interesting. If the borders in 
Central and Eastern Europe opened further, for 
example, Type 2's accessibility potential would 
rise over the medium term and these regions 
would move into the group with a high interpéné
tration potential. Those areas which can be classi
fied in this manner include the new German 
Länder above all, but also, for example, Porto 
(Type 3). 

Regions classified as Type 4 or Type 7 experi
enced the opposite. They are characterized by a 
high accessibility potential, but due to the existing 
economic structure, their degree of interpénétra
tion with Central and Eastern Europe is still rela
tively low. This can also change if other sectors, 
for example, the so-called 'modern industries', 
become more important in mutual trade or invest
ments with the increasing economic development 
of Central and Eastern Europe. The potential 
'highly involved regions' are especially to be found 
in southern Germany, parts of the Benelux coun
tries and France. 

Map 21 (Short-term interpénétration — 
agrobusiness) 

Map 21 illustrates that with respect to the inter-
penetration potential in agrobusiness, many parts 
of the Community territory are only affected to a 
small degree or not at all. If the nine-square matrix 
is used, only 35 regions of the Community are 
affected to an above-average degree (Types 1, 2 
and 4). Most of them are in the new German Län
der, in Denmark, in some parts of Bavaria, in 
northern regions of Germany and the Nether
lands, in central regions of France and Brittany. 

In contrast, large parts of Greece, Spain, Portugal, 
Ireland and southern Italy are among the less 
affected regions (Types 3 and 6) since their acces
sibility potential is low because of their geographi
cal position. 

It has to be borne in mind that the agricultural sec
tor is subject to special market regulations, with 
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Map 19 
Accessibility potential index (Phase I) 
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Map 20 
Short-term involvement (Group A) 
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State-purchasing guarantees or market organiza
tions, making direct competition between loca
tions, or direct sales potentials, of less importance 
than for other economic sectors. This implies that 
regions which have a high sectoral sensitivity but a 
low accessibility potential may still be greatly 
affected if, for example, transitional regulations for 
agriculture are rescinded, thereby producing 
greater competitive relations in the EC agricultural 
markets. 

Response potential 

To determine the response potential (see also 
Chapter 1), first the basic indicators 'GDP per 
capita' and 'development of employment',21 which 
reflect the regions' level of development and 
development dynamics, were used. 

Maps 22, 22a and 23 

These maps show a very heterogeneous picture 
of the Community. There is a clear centre-periph
ery divergence with regards to the indicator 'per 
capita GDP'. This is true irrespective of whether 
the measuring unit 'GDP per capita in ECU' or 
'GDP per capita in PPS' is applied. It should be 
added, however, that the 'smaller' countries 
Benelux and the less prosperous countries Spain, 
Portugal, Greece and Ireland come off more 
favourably when PPS is applied while the new 
Lander's performance is less favourable (see Map 
22 and 22a).22 Ireland, Portugal, large parts of 
Spain, southern Italy and Greece lie far below the 
EC average. The central regions from Denmark to 
northern Italy are up to 125% above the Commu
nity average. The new German Länder all have a 
per capita GDP below the Community average, 
with the value for Mecklenburg-Western Pom-
merania being especially unfavourable. 

With respect to the development of employment it 
appears that only relatively few of the so-called 
prosperous regions show a growing level of indus
trial employment at the same time. However, there 
were large increases, in Spain over the period 
1986-89, in large parts of Portugal, in some 
regions in Greece and in southern England; the 

values for the new German Länder, however, are 
especially unfavourable.23 

However, with regard to the question as to how 
well regions can adapt to changed conditions, i.e. 
how flexibly they can react, it is not only the level of 
development and the development dynamics 
which are of importance. Locational factors which 
determine the attractiveness of regions to poten
tial investors and offer the preconditions for adapt
ing to changed competitive conditions are also 
important. Accordingly, two additional determi
nants composed of a cluster of quantitative and 
qualitative evaluation criteria were used. These are 
the infrastructural conditions (BIEHL Index) and 
the assessment of innovation activities in the indi
vidual regions.24 

Production-related infrastructure 
(BIEHL Index) 

Transport Infrastructure 

Telecommunications facilities 

Energy supply 

Education and training 

Innovation activity 
(Ifo-lndex) 

R&D expenditure 

Share of scientific personnel 

Number of enterprises with 

autonomous production development 

Proximity to universities 

Growth in industrial value-added 

Map 24 

Map 24 shows that there are significant spatial dif
ferences regarding the level of 'production-related 
infrastructure': Spain, Portugal, Greece and 
almost every part of Italy as well as Ireland, north
ern parts of Great Britain and the new German 
Länder are endowed with a production-oriented 
infrastructure which is below average or even far 
below average (below 50% of the average). On 
the other hand, infrastructure provision in the 
great metropolitan areas (Paris, Brussels, Amster
dam and North Rhine-Westphalia) is extremely 
high — here the index value is more than double 
the Community average. 

The 'development of unemployment' indicator was not used 
because unemployment in a region may increase or decline simply 
as a result of demographic changes, i.e. without new jobs being cre
ated or existing ones being lost. The indicator 'development of non-
agricultural employment' therefore appears to be a better indicator of 
the economic development of a region. 
These differences should be borne in mind since in the following 
analysis GDP per capita in ECU was used. 

Employment developments over the years 1989-90 were used for 
the new German Lander. Since 1990 employment in the new Ger
man Länder has shown a downward trend. They therefore remain in 
the lowest group even If the latest employment figures are taken into 
account. 
A high correlation was found between R&D and export orientation 
using various regression models (see, for example, DIW 47/88). 
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Map 22a 
Gross domestic product 
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Map 23 
Development of employment 
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Map 25 

Map 25 shows the results of the synthetic index 
called 'innovation activity', which were obtained 
with the aid of quantifiable variables (R&D spend
ing) and qualitative assessment criteria (Ifo survey 
results). On a rough grid Community regions are 
divided into three almost evenly distributed 
groups. An 'innovation curve' becomes clearly vis
ible on the Mediterranean coast, stretching from 
south-western Spain across the cities of 
Barcelona and Marseilles to Rome, and north
wards to Lyon and Milan. At the same time, there 
is a cluster of innovation-oriented regions in the 
centre of the Community, extending from southern 
Germany across North Rhine-Westphalia to Brus
sels and Amsterdam. Finally, there are individual 
'innovation islands' such as Madrid, Paris and 
London, situated in areas with more moderate 
innovation potentials. For the new German Län
der, recent surveys suggest relatively little innova-
tional activity, except for Thuringia and Saxony. 

Finally, the indicator 'S02 concentration in the air' 
was also used to demonstrate the environmental 
pollution in an area. This indicator behaves in a 
manner directly opposite to the other variables 
used: the greater the environmental pollution, the 
lower the competitiveness of a region. Air pollution 
is not only a criteria for the 'well-being' of a 
region's population, it is increasingly being taken 
into consideration when decisions on investment 
are taken and may hence be a significant factor for 
the attractiveness and future economic develop
ment of a location. 

Map 26 

Map 26 shows that the S02 concentration is very 
uneven within the Community territory. While the 
centrally located areas (the Benelux countries and 
Germany, especially the new German Länder) as 
well as highly industrialized locations in the United 
Kingdom, and northern Italy are polluted above-
average, large parts of France, Spain, Portugal, 
Greece and Ireland are only scarcely affected by 
air pollution. Exceptions are the large agglomera
tions in these countries, such as Barcelona, 
Rome, Paris, Athens as well as the regions of Gali
cia and Aragon in Spain. 

It is interesting to note that some of the Commu
nity regions which are classified as competitive or 
attractive in terms of the so-called hard locational 
factors (development of non-agricultural employ
ment, level of GDP per capita as well as producer-
related infrastructure and innovation potential) 

have particularly bad environmental conditions. If 
one accepts the abovementioned assumption 
that the environment has an impact on the com
petitiveness of a region, the strong position of 
these areas would fall off to a certain degree. 

Response potential index 

In order to obtain the response potential indicator 
needed to assess possible spatial effects, the five 
individual indicators were standardized and com
bined. Since this environment-related indicator 
was the only so-called soft locational factor used 
in the subsequent analyses, it was weighted at 
50%. 

Map 27 

Map 27 shows the response potential, a synthetic 
index in the rough model dividing the possibilities 
into three categories of 'high/moderate/low'. 
Along with a large part of regions which have 
an above-average response potential, there are 
very adaptable regions along the corridor stretch
ing from Manchester-London-Paris-Amsterdam-
Brussels across North Rhine-Westphalia to south
ern Germany. 

It is apparent that many regions generally consid
ered to be weakly developed, or to have a weak 
structure, definitely have an average response 
potential. Cases in point are regions in southern 
Spain, Ireland and northern parts of the United 
Kingdom. 

To ascertain the importance of S02 pollution for a 
region's response potential, a calculation was 
made leaving this indicator out of consideration. 
The result was a second line stretching from 
Barcelona via Marseilles to Milan along which lie 
regions with an above-average response poten
tial. In contrast, some regions' response potential 
index decreases when S02 pollution is not taken 
into account (e.g. parts of Portugal and Italy). 

Table 16: Impact of S02 pollution on 
EC regions' response potential 

Decreasing index value 

Köln 
Lombardia 
Haute-Normandie 
Provence-Alpes-Cote d'Azur 
Veneto 
Braunschweig 
Aragon 
Cataluna 
Hovedstadsregionen 
Kassel 
Oberpfalz 
Grampian 

Increasing index value 

Extremadura 
Abbruzzi 
Limusin 
Centro 
Acores 
Umbria 
Marche 
Cantabria 
Centre 
Castilla-La Mancha 

Source: Empirica. 
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Short-term likely impact 

The results of the first step (high/medium/low 
interpénétration) were then combined with the 
response potential index. This once again pro
duced a nine-square matrix, creating a typology of 
the EC regions based on the likely impact. 

Interpénétration 
High Moderate Low 

Response 
potential High Type 1 Type 2 Type 3 

Moderate Type 4 Type 5 Type 6 
Low Type 7 Type 8 Type 9 

The ends of the diagonals mark extreme points of 
possible spatial effects. The respective regions 
can be labelled as follows: 

Type 1 : Regions with growth potentials. 

Type 7: Regions under adjustment pressure. 

Type 3: Regions with future growth potentials if 
their interpénétration potential increases. 

Type 9: Regions under future adjustment pres
sure if their interpénétration potential 
increases. 

Regions lying between these extremes will experi
ence negative or positive effects to a lesser extent. 

Maps 28 and 29 

Maps 28 and 29 show the results of the short-
term likely-impact model. According to these 
results, the greatest short-term effects will be felt 
by the regions classified as Type 1 and Type 7. 

Type 1 includes regions which obtain growth 
impulses through the opening of the borders. 
These regions are mostly recognized as the 'win
ners': i.e. competitively strong regions with high 
additional interpénétration potential. Type 7, by 
contrast, will be a loser in the opening up between 
East and West over the short term. The greatest 
disadvantages are for the new German Länder: 
their degree of interpénétration is very high as a 
result of their industrial structures (key industries: 
mining and heavy industry) and as a result of tradi
tional connections (infrastructural interpénétra
tion), but their response potential is at present very 
low. 

Type 1 Type 7 

Zuld-Holland 
Utrecht 
Antwerpen 
Düsseldorf 
Hannover 
Hamburg 
Detmold 
Gießen 
Darmstadt 
Rhine Hesse-Palatinate 
Karlsruhe 
Freiburg 
Stuttgart 
Tübingen 
Central Frankonia 
Schwaben 
Upper Bavaria 

Mecklenburg-Western 
Pommerania 
Magdeburg 
Dessau 
Halle 
Leipzig 
Chemnitz 
Dresden 
Turingia 
Brandenburg 

With respect to future developments, however, 
Types 6 and 8 are interesting: they have only been 
marginally affected so far, but they could join the 
ranks of the potential losers if their interpénétra
tion potential increases in future. These groups 
include Ireland, northern parts of the United King
dom, southern and central regions in Spain, 
Cantabria, Centro and Algarve in Portugal (Type 6) 
as well as Norte (Portugal) and two regions in 
France (Champagne-Ardenne and Poitou-Char-
entes) (Type 8). 

Map 29 shows the spatial effects on the Commu
nity territory taking the sensitivity of the agricultural 
sector as the basis: a clear north-south diver
gence is visible. Of the regions characterized by 
above-average importance for agrobusiness, only 
four regions have growth potentials as a result of a 
high accessibility and response potential (Nieder
bayern, Schaben, Tübingen and Utrecht). All agri
cultural regions in the south of the Community, on 
the other hand, will be subjected to (additional) 
adjustment pressure. Regions in France or Den
mark with an above-average number of persons 
working in agrobusiness (and, to a lesser extent, 
Ireland, the United Kingdom, northern Italy and 
western Spain) belong to Type 5 or 2. This means 
that the spatial effects with regard to the sensitivity 
of agrobusiness tend to be of little significance 
(moderate). 

The situation in the new German Länder is partic
ularly unfavourable: with the exception of East 
Berlin, Dresden and Chemnitz, the new German 
Länder belong to Type 7: 'high interpénétration/ 
low response potential'. This means that structur
al adjustment pressure is still increasing at present 
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as a result of the opening up of the borders. A bet
ter competitive position cannot be expected until 
regional economic structures improve. 

Other regions with the highest sensitivity are Gali
cia (Spain), eastern Macedonia, Dytriki-Ellada, 
Peleponnisos and Kriti (Greece) as well as Cham-
pagne-Ardenne (France) (Type 7). Centro (Por
tugal), in contrast, though also strongly affected 
due to the important role of agriculture, is consid
ered more able to respond to the new challenge 
(Type 4). 

No short-term effects are expected for Attiki 
(Greece), the Italian tourist locations of Sicilia, Cal
abria and Sardegna (Italy) and Lisbon (Portugal) 
since their interpénétration and response poten
tials are below the EC average. 

Whereas large parts of Spain come under the 
'average type' (Types 5 and 6) as regards agricul
ture and industry, the regions of Asturias, Castilla-
Leon and Aragon are likely to experience slightly 
negative effects for their agriculture from the 
opening of Central and Eastern Europe (Type 8). 

Large parts of the United Kingdom and Ireland 
also fall under the 'average type' with the excep
tion of Cheshire, Greater Manchester, Greater 
London and East Anglia. They may experience 
additional growth opportunities in the wake of the 
opening processes in Central and Eastern Europe 
because of their relatively high rate of interpéné
tration and their high response potential. 
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4. Possible spatial developments in Central and 
Eastern Europe in the medium term (scenarios) 

In view of the dramatic upheavals and changes 
that have taken place in the countries of Central 
and Eastern Europe over the past three years, it is 
difficult to forecast the future spatial development 
of these countries over the medium term which 
we defined as a period of 10 to 15 years (i.e. up to 
2005 to 2010). In theory, two diametrically 
opposed development processes are conceiv
able, both of which are outlined below using a 
positive and a negative scenario (see Figure 19). 

In the positive scenario, the reform measures are, 
on the whole, successful, and the existing devel
opment potentials can be utilized to the full. As a 
result, the prospering regions (see Chapter 2) 
expand to include more and more parts of Central 
and Eastern Europe. In the course of this general 
upswing, the existing economic, social and spatial 
problems are lessened, and ethnic tensions can 
be averted or reduced. The countries of Central 
and Eastern Europe are moving towards normal
ization. This entails dynamic restructuring and 
modernization processes and a more or less rapid 
process of catching up with the West. The stand
ard of living, employment situation, infrastructural 
and environmental conditions markedly improve, 
warding off the threat of migratory movements. 

Concomitant to the expansion of the prospering 
regions, the degree of involvement and interpéné
tration between Eastern Europe and the Commu
nity territory increases considerably. Flows of 
goods and services, capital and persons increase 
and develop more and more into a bilateral 
exchange. Both sides benefit from the increasing 
interpénétration between the regions of Eastern 
and Western Europe: comparative cost advan
tages are exploited, technical modernization is 

making progress and structural change accele
rated. 

Structural change in turn releases impetuses for 
growth in Central and Eastern Europe, expediting 
the process of catching up with the Community 
territory and facilitating Eastern and Western 
Europe's growing together. 

In the negative scenario, on the other hand, Cen
tral and Eastern Europe remain in a protracted cri
sis. They fail to overcome the existing obstacles to 
development. The problems in the various parts of 
Central and Eastern Europe persist and even 
intensify. This leads to increased instability, to 
mounting social and ethnic tensions, to the 
spreading of local trouble spots and to increasing 
migration. Structural paralysis of the economy and 
politics and widespread instability obstruct the 
process of growth. Even worse, the gap between 
Eastern and Western Europe widens in terms of 
prosperity and technology: the integration of 
Europe as a whole cannot be expected in the 
foreseeable future. This gives rise to serious dis
advantages for both sides: the marginal degree of 
interpénétration with Western industrialized coun
tries means that the various regions of Eastern 
Europe lack the vital impetus for growth. A grow
ing pressure from migration weighs on the various 
regions of the Community territory, and — under a 
European or international crisis management 
process — the need to transfer huge amounts of 
capital to Eastern Europe becomes still more 
imperative. 

Both of the scenarios outlined above assume 
extreme forms of future development and appear 
— at least for the territory of Central and Eastern 
Europe taken as a whole — to be unrealistic. What 
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Figure 19: Scenarios 
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Figure 20: Dimensions of future development paths in Central and Eastern Europe 
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is emerging is a spatially very heterogeneous 

development process in Central and Eastern 

Europe over the coming years. The following sce

nario is perhaps more realistic. 

4.1. Basic assumptions 

Likely path of future developments 

Two dimensions of future developments must be 

distinguished: 

1. On a national level, the gap between the north

western and the southeastern countries of 

Central and Eastern Europe will widen further. 

While the socalled 'northern belt' becomes an 

area of relative normalization, other countries 

are likely to become countries of growing 

instability in terms of mounting political, socio

economic, environmental and/or ethnic prob

lems. 

2. Within each country, pronounced regional 

development gaps will emerge. While there will 

be a number of lasting crisis areas which fail to 

overcome their present structural weaknesses, 

some isles of growth may emerge which will 

experience dynamic growth, technological 

modernization and a relatively speedy catch

ingup process vis-à-vis the West. 

The two dimensions of probable future develop

ments may be defined as follows. 

Relative normalization ν growing instability 

The relatively advanced countries of Hungary, 

Poland, the Czech Republic (and possibly Slove

nia) will follow the path of relative normalization. In 

the medium term, it can be assumed that the 

democratic system will become stronger and the 

economic downturn will come to an end in these 

countries. Real economic growth appears to be 

possible in Hungary and the Czech Republic even 

from 1993. According to the latest forecast (Sep

tember 1992) the Hungarian Government expects 

a growth rate of the GDP of 0 to 3% in 1993 and 

of 2 to 4% in 1994 (see EC 1992d). In the case of 

Poland it is at least conceivable that economic 

output will cease to decline any further. 

these countries together for the present purposes 

be understood as implying that they will undergo 

uniform development. On the contrary, these 

countries will face very different problems in the 

medium term, which they must endeavour to 

overcome: 

Rapid population growth, chronic unemployment 

and lasting migration flows in Poland.
25 

Influx of immigrants and ensuing integration prob

lems as well as a heavy burden of debt in Hungary. 

Political, economic and social problems in the 

wake of the socalled 'velvet divorce' in the Czech 

Republic and Slovakia. 

Need for political and economic reorientation in 

Slovenia after its secession from the former 

Yugoslavia. 

Yet, in spite of all the differences and problems, 

the reform measures in these countries may prove 

successful in the medium term, laying the most 

important foundations for the process of catching 

up with the West and for the growing together of 

the various regions. 

The way in which the other countries of Central 

and Eastern Europe are likely to develop, on the 

other hand, hangs very much in the balance. A 

trend towards permanent stability or the begin

nings of growth processes are hardly visible in any 

of these countries. On the contrary, in several 

countries, such as Albania and the CIS, the exist

ing instability threatens to increase even further, 

given the basic supply problems there. In Roma

nia, Bulgaria and the Baltic States too, only slow 

progress in the direction of a market economy is 

discernible — in spite of the creation of new legal 

frameworks (see Chapter 2). In the medium term, 

it can hardly be assumed that these countries will 

experience rapid economic development, let 

alone catch up with the West. Indeed, a turning 

point in the CIS countries is not expected before 

the year 2000. 

It is therefore to be supposed that the prosperity 

gaps among the individual countries of Central 

and Eastern Europe will increase further in the 

coming years. 

However, the term relative normalization does not 

mean that these countries will not face any difficul

ties in the process of reforming and restructuring 

in the years to come. Nor may the grouping of 

The proportion ot young people In Poland Is forecast to increase con
siderably by the year 2000. The number ot 15 to 25 year olds is 
expected to Increase by 24%, while a 50% unemployment rate in this 
segment of the population is considered realistic (OECD 1992c). 
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Isles of growth 

However, there will not be uniform spatial develop
ment within the individual countries either. Individ
ual locations or regions will undergo dynamic 
processes of growth to evolve into so-called isles 
of growth, which will contrast more and more 
sharply with the large number of so-called lasting 
crisis areas. 

Such isles of growth may be characterized as fol
lows: 

Productivity trends and economic growth are well 
above the respective national average. They are, 
or will become, preferred investment locations for 
domestic and foreign enterprises, which will step 
up the pace of structural change. The importance 
of the services sector and of R&D activities will rise 
significantly. The dynamic economic and structur
al growth creates new jobs, stabilizing the 
employment situation. The rise in the level of pros
perity and the standard of living of the population 
is disproportionate to the national average, 
approaching Western levels relatively quickly. 

The degree of interpénétration between these 
isles of growth and the European Community 

A recent research study26 assessed the growth 
potential of Central and East European regions 
using the following indicators: 

Employment in agriculture, industry and services 
(1990) 
Unemployment rate (first and second quarter 1992) 
Growth of unemployment (1990-92) 
Number of tourists and hotel beds (1990) 
Number of cars (1990) 
Research and development centres (1990) 
Number of students at university/scientific university 
(1990) 
Number of hospital beds and doctors (1990) 
Number of theatre seats (1990) 
Area under forest In qm (1990) 

With the aid of a cluster analysis, the following 
potential isles of growth were identified (see 
empirica, Wirtschaftswoche 22.5.1992): 

Warzawa, Prague, Bratislava, Budapest, Bucuresti, 
Sofia-City. 

Poznan, Lublin, Krakow, Bielsko-Biala, Katowice, 
Wroclawek, west Bohemia, south Bohemia, Gyor-
Sopron, Veszprem, Baranya, Fejer, Csongrad, lasi, 
Cluj, Timis, Lovec (see Map 30). 

Empirica, Wirtschaftswoche. Zukunftsstandorte in Osteuropa, 
15 October 1992. 

increases. As financial and services centres 
and/or as thriving locations of industry, they 
become increasingly important for enterprises 
from the Community territory both as locations of 
industry and as sales markets. Conversely, their 
exports to Western sales markets also increase. 
The export share of regional economic output 
grows rapidly due to the increasing competitive
ness of their products. 

These isles of growth will develop primarily in 
countries of relative normalization, while this type 
of growth process will remain the exception in 
other parts of Central and Eastern Europe. 

As a result of these growth processes, the degree 
of interpénétration between these regions and EC 
regions will markedly increase compared to the 
status quo. Economic ties and infrastructural links 
which will be enhanced by further development 
will release further impetuses to growth. 

Even current problem regions in terms of structur
al weaknesses and environmental pollution such 
as Upper Silesia and North Bohemia (see Chapter 
2), could experience above-average growth. 
Given the available resources (infrastructure, pro
duction facilities, human capital), they could 
become preferred locations for investment and 
solve their current structural and environmental 
problems before similar regions in Bulgaria and 
the CIS (for example, the Ural region, parts of the 
Ukraine, St. Petersburg and Nishnij Novgorod). 
Other parts of Central and Eastern Europe will 
also see the emergence of regions with a relatively 
favourable development scenario. The connecting 
axis running through Ljubljana-Celje-Maribor, and 
the parallel connection to the Baltic Sea coast, i.e. 
St. Petersburg-Riga-Kaliningrad-Gdansk, could 
experience relatively favourable development. 
Map 31 shows possible development axes in the 
medium term in Central and Eastern Europe (see 
empirica 1993a). Especially the regions situated 
on existing or future transit routes may receive a 
boost to their development. The same is true of 
locations on the coast, which are gaining interna
tional importance as tourist areas (for example, 
southern Bulgaria) or as sea ports (for example, 
the sea ports of Estonia, Lithuania and Romania) 
(see Map 31). 

Lasting crisis areas 

These isles or axes of growth will, in the medium 
term, contrast sharply with large parts of Central 
and Eastern Europe that are plagued by continu
ing, or even mounting, problems. Many of the cur-
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Map 31 Transport corridors and development axes 
in Central and Eastern Europe in the medium term 
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rent problem regions will hardly be capable of sur
mounting the existing development obstacles in 
the coming years — whether in the form of struc
tural paralysis, infrastructural deficiencies, envi
ronmental pollution or ethnic tensions. They will 
stagnate at their current development levels or 
may even fall further behind. Alongside the lack of 
endogenous potential, they suffer primarily from 
increasing isolation: their former links to other 
locations within Central and Eastern Europe — 
which were a product of the communist division of 
labour and have already declined markedly in 
recent years — are disintegrating still further. At 
the same time, due to their economic weakness 
and/or geographic remoteness, these regions are 
not in a position to increase their interpénétration 
with Western industrialized countries by a signifi
cant degree. They are not attractive locations for 
investment, nor is supraregional trade growing. 
The regions situated on the eastern and south
eastern periphery are particularly affected. Areas 
of eastern Poland on the border with the former 
Soviet Union, south-eastern Bulgaria, and parts of 
Romania and Albania could become lasting crisis 
areas in the medium term. 

On the whole, the degree of interpénétration 
between the lasting crisis areas and growth 
regions will change only gradually; it will hardly be 
possible to introduce sustained processes of 
development. The following outline shows how 
medium-term spatial development in Central and 
Eastern Europe could proceed. 

Increasing regional disparities 

As a consequence of the differences in the devel
opment of the various parts of Central and East
ern Europe, the existing prosperity gap will proba
bly widen in the medium term. While the econom
ic and structural weaknesses of the lasting crisis 
areas will persist and unemployment will continue 
to rise rapidly there, favourable conditions in the 
isles of growth will lead to real growth, a rise in the 
standard of living and stabilization of the employ
ment situation. The following simulation illustrates 
the extent to which the existing regional disparities 
could widen: assuming that the better-off regions, 
with a current per capita GDP of 50% of the EC 
average, are capable of achieving relatively high 
annual growth rates of 6 to 7%, a period of 15 to 
20 years would be needed in order to reach Com
munity levels. Regions that are less well-off, on the 
other hand, having a current per capita GDP of 
30% of the EC average and capable of achieving 
only relatively small-scale growth of 4 to 5% annu
ally, would need another 50 to 60 years to achieve 

such a level of prosperity, if economic adjustment 
can truly be spoken of when dealing with such a 
long period of time (see Table 17). 

Regional disparities are also likely to widen in 
respect of unemployment in the years to come. If 
a 21% rise in the unemployment rate by 1994 is 
assumed throughout Eastern Europe, and an 
18% rise in the former Soviet Union (Ghosh 1991 ), 
there will be isolated locations with insignificant 
unemployment (e.g. Prague), contrasting with 
monostructural problem regions or peripheral 
areas with over 40% unemployment. 

Nor will spatial development in Central and East
ern Europe be uniform in terms of the develop
ment and modernization of infrastructure. In view 
of the enormous infrastructural and budgetary 
deficits in these countries (see Chapter 2), it can 
be assumed that infrastructure projects in the 
coming years will be confined to certain key corri
dors. The (urgently needed) extensive rebuilding of 
the road and rail networks is just as unlikely to take 
place in the foreseeable future as is the equal pro
vision of telecommunications connections for the 
whole population, a general improvement of the 
housing situation or the construction of opera
tional energy and water supply systems through
out Central and Eastern Europe. 

Table 17: Annual growth rate in Central and 
Eastern Europe1 ensuring equilization of 

GNP per capita between EC Countries2 and 
Eastern Europe 

Initial Income 
in Central and 
Eastern Europe 
as percent of GDP 
per capita In the EC 

50% 
40% 
30% 

15 

7 

Period of adaptation 
20 30 40 50 60 

Years 

per annum 

6 5 
7 6 5 

7 6 5 4 
' Excluding former Soviet Union, Albania and former Yugoslavia 
2 It is assumed that GDP of EC countries grow at 2.5% per annum 
Source: The Economic Council, Copenhagen, June 1992, empirica. 

Infrastructural development will be promoted pre
dominantly in isles of growth or along potential 
axes of development (see Map 31), whereas only 
marginal funds will be earmarked for improve
ments in problem regions (or problem countries). 
There are several reasons for this: 

(i) In the short term, measures to improve infra
structure are most effective in centres of 
growth, since their locational appeal conse
quently increases at a greater rate than that of 
other regions. 
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(il) Centres of growth have greater short-term 
needs due to their more rapid economic devel
opment. The result is a greater likelihood of 
problems in the transport sector, housing 
demand rises with the increase in the standard 
of living and with the influx of immigrants (see 
above), and the demand for high-quality busi
ness premises and telecommunications rises 
following the increase in private enterprise and 
foreign investment. 

(iii) Due to the shortage of public funds in these 
countries, free-market principles are being 
applied to improve the infrastructure. For 
example, road construction is being supported 
by granting concessions to private companies; 
in telecommunications, scarcity-induced pri
ces are being introduced and private suppliers 
licensed (see Chapter 2). It is consequently 
assumable that centres of economic growth 
will be preferred to peripheral regions as 
investment areas, since they can be expected 
to yield a quicker or higher return on invest
ment. 

A consequence of this policy approach will be that 
in Poland, Hungaria, the Czech Republic and Slov
akia in particular, the infrastructure programmes 
which are considered to have realistic prospects 
of implementation in the medium term will mean 
one-sided improvement of roads and railways 
along development axes. This will disadvantage 
not only those areas situated on the eastern and, 
in some cases, south-eastern peripheries within 
each of these countries. The Baltic States, the 
western CIS countries, Romania and Bulgaria 
may also lack vital links to expressways on the 
transit routes to the EC. 

In telecommunications, as well, an 'island strate
gy' is taking shape, favouring metropolises over 
peripheral and rural areas (see empirica 1992b). A 
similar policy is being pursued in house building, 
medical and social care, and sewage disposal. It 
is hardly conceivable that the housing situation or 
sewage facilities will improve thoughout the 
respective countries in the medium term, or that 
adequate medical and social care will be provided 
country-wide: in the wealthier countries, the infra
structures in conurbations will probably be 
upgraded first. However, it is questionable even in 
the case of the wealthier countries whether the 
infrastructural conditions in these areas can be 
significantly improved in the medium term. It may 
well be that, in view of the acute macroeconomic 
problems, projects like these will continue to be 

neglected in favour of so-called 'productive' infra
structure measures of the government. 

Widening regional disparities will pose enormous 
additional problems, not only for weak regions. 
So-called growth regions will also be adversely 
affected. They will become destinations of immi
gration and will be compelled to effect massive 
capital transfers in order to afford at least a mini
mum of social security for the affected sections of 
the population, and in order not to jeopardize eco
nomic and social cohesion any further. 

4.2. Ongoing migration 

Future migration flows 

The increasing prosperity gap, growing instability 
in some parts of Central and Eastern Europe, and 
the progressive liberalization of exit laws (which 
are still quite restrictive in the CIS) could give rise 
to migratory movements in the years ahead. 

Three basic patterns of migratory movements 
must be distinguished in this context: 

(i) migration from countries of growing instability 
to countries of relative normalization; 

(ii) migration from lasting crisis areas to isles of 
growth; 

(iii) migration from Central and Eastern Europe to 
Western Europe, to Israel and the USA. 

In the next 10 to 15 years the greatest number of 
emigrants will come from the territory of the former 
Soviet Union. The reasons for this include the poor 
economic conditions, the dramatic rise in unem
ployment and ongoing or intensifying ethnic con
flicts. It is, at present, difficult to predict the prob
able scale of future emigration from the former 
Soviet Union. Forecasts range from between 
400 000 and 500 000 emigrants per year to 48 
million emigrants by the year 2000. 

Even without more extreme conflicts in the west
ern parts of the former Soviet Union, between 4 to 
6 million people might emigrate from the former 
Soviet Union by the year 2010 (see Ghosh 1991). 
Hence an annual increase in the rate of migration 
is to be expected until the end of the 1990s, while 
thereafter the annual volume of emigration should 
decrease. The synopsis depicted in Figure 21 
illustrates the possible development of migration. 
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Figure 21: Migration flows from the Republics of the former Soviet Union (scenario) 

G h o s h p rognos i s 

p.a. 
900 000 

800 000 

700 000 

600 000 

500 000 

400 000 

300 000 

200 000 

100000 

0 1990 
Source: Empirica. 

1995 2000 2005 2010 

Assuming a total of 6 million emigrants from the 
former Soviet Union, around 3 million of them 
would probably go to the EC, approximately 1 mil
lion to Israel and 2 million to other Central and 
Eastern European countries (mainly Hungary, 
Poland, the Czech Republic and Slovakia) on a 
permanent or temporary basis. The 3 million 
migrants entering the EC will probably include 
around 1.2 million ethnic Germans, and approxi
mately 150 000 Pontii of Greek origin: i.e. half of all 
ethnic Germans or ethnic Greeks estimated to be 
living in the former Soviet Union will emigrate.27 

As regards migration from Central and Eastern 
European countries (excluding the former Soviet 
Union and former Yugoslavia), it is estimated that 
by the year 2010 around 1.75 million migrants 
from there will enter the EC, provided that present 
ethnic tensions in some parts of Central and East
ern Europe do not intensify or spread, triggering 
an unpredictable mass exodus. This estimate 
includes approximately 250 000 ethnic Germans 
and 150 000 Greeks. Of the remaining 1.35 million 
potential migrants around one third would proba
bly come from Romania, one quarter from Bulgar
ia and Poland respectively and only a small pro
portion from Hungary, the Czech Republic and 
Slovakia. The figures for Romania include roughly 

200 000 ethnic Germans living especially in Tran
sylvania who could resettle in Germany in the 
years to come. 

One should note that the migratory flow to the 
West is likely to show structural changes in the 
medium term. For example, emigration from 
Poland with a peak of 400 000 emigrants 
(250 000 ethnic Germans) in 1989 is likely to fall 
off as a result of improving socio-economic condi
tions in the country and of the gradual drying-up 
of the stream of ethnic Germans, but instead there 
will increasingly be other forms of migration.28 

Structural change is also likely to affect migration 
from Hungary and the Czech Republic and Slova
kia: there could be relatively balanced flows of 
migrants between these countries and the EC 
Member States (including temporary migration 
from the EC in the framework of know-how tran
fers), and further positive development could slow 
down the East-West brain drain. 

Migration from the countries of Central and East
ern Europe is not only directed towards Western 
countries. The stream of ethnic Hungarians from 
Romania to Hungary and the southern border 

Some experts even put the migration potential at 80 to 90%. The fol
lowing model calculation thus outlines a moderate scenario. 

Emigration declines as the possibility of temporary work contracts 
abroad is opened as an interesting alternative. Some of these so-
called contract workers will decide to remain permanently in their 
host country, though. 
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areas will continue for an extended period of time. 
From Bulgaria many migrants will move to the 
more affluent countries of Central and Eastern 
Europe and to Turkey. And if ethnic tensions 
should mount, or local conflicts spread to encom
pass larger regions there may be a flood of 
refugees from the Baltic States to Poland, from 
Moldova to Romania and from Kosovo to Albania. 
Even an intensification of nationalist trends in Slo
vakia could trigger a mass exodus of the Czech 
minority, as well as of the Hungarian minority living 
in southern Slovakia. 

Apart from economic problems and ethnic ten
sions, catastrophic environmental conditions, too, 
can trigger in people the decision to migrate as is 
shown by the legions of Czechs and Slovaks 
returning from so-called ecological disaster zones 
in Romania and the Chernobyl region. 

These trends also appear within the borders of 
individual countries: in the near future, more and 
more people may decide to desert lasting crisis 
areas, in which structural and environmental prob
lems are often compounded, to settle in the isles 
of growth, especially in the big cities. At the same 
time, migration will increase from eastern periph
eries (for example, east Polish border areas) to the 
western parts of the country, especially wherever 
hidden but persistent unemployment or under
employment in the agricultural sector comes to 
light. 

The migratory movements that are to be expected 
will confront the wealthier countries, and also the 
immigrants' countries of origin, with enormous 
problems in the future: the influx of economic 
immigrants will cause additional problems on the 
employment and housing markets, necessitating 
more restrictive immigration legislation. The west
ern CIS countries, Romania and Albania, on the 
other hand, will face the continuing problem of a 
brain drain, which could cause a shortage of qual
ified professionals, as was the case in the new 
German Länder after the fall of the Berlin Wall and 
the opening of the internal German border. 

Spatial impact on EC regions 

Any forecasts concerning the direction of future 
migratory flows are just as uncertain as those on 
the volume of migration. The following simulation 
starts from the assumption that those countries 
and regions which had been preferred destina
tions of migrants in the past, will remain so also in 
the next 10 to 15 years. The underlying idea is that 
future immigrants from Central and Eastern 

Europe will choose such countries because of 
already existing personal contacts, and/or ethnic 
and cultural links. Consequently, if the distribution 
of immigrants from the Baltic States and the 
republics of the former Soviet Union resident in 
each EC Member State in 1990 is taken as a basis 
for future migratory flows, most of the 1.65 million 
potential migrants from the former Soviet Union 
will enter the United Kingdom (34%), Germany 
(28%), Italy (15.9%), France (10.5%) and Greece 
(7.4%). Only 4.2% of migrants will go to the 
remaining EC Member States.29 

As regards emigrants from Central and Eastern 
Europe (excluding the former Soviet Union and 
former Yugoslavia), for them Germany will be the 
number one destination, attracting around 64% of 
all migrants, followed by France (11.9%), the Unit
ed Kingdom (8.4%), Italy (7.1%) and Greece 
(4.6%). Around 4% of emigrants will be distributed 
among the remaining EC countries. 

These figures are meant only as a rough projection 
of potential migratory flows in the future, based on 
the assumption that the motives of migrants 
and/or the conditions in the places of destination 
and entry provisions remain the same. If more 
stringent immigration regulations, as are being 
discussed, were enforced in some West European 
countries, or common EC entry regulations, let 
alone immigration quotas, were introduced, this 
would profoundly affect both the size and destina
tion of the migratory flows. However, the effects 
are hardly predictable realistically at this stage. 

Maps 32 and 33 illustrate the likely migration flows 
from the republics of the former Soviet Union as 
well as from Central and Eastern Europe into the 
EC countries up to the year 2010. 

A further quantitative breakdown of these migra
tion flows into the EC, for instance down to NUTS 
level II, is not possible owing to a lack of relevant 
statistical data on migration. Assuming, however, 
that the past pattern of spatial migration does not 
fundamentally change, the classical destinations 
of immigration will witness above-average popula
tion growth due to immigration from the former 
Soviet Union and Central and Eastern Europe. 
Accordingly, the prosperous regions, large cities 

The figure of 1.65 million does not include ethnic Germans (1.2 mil
lion) and ethnic Greeks (150 000) whose destination Is certain any
way - Germany and Greece. It should be also noted that the scale of 
immigration from Central and Eastern Europe is very low in some 
countries compared to the number of immigrants from other parts of 
the world. For example, in 1990 approximately 45 000 immigrants 
entered the United Kingdom from Asia, compared to around 1 000 
from Central and Eastern Europe. 
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and conurbations will experience most immigra
tion, whereas rural-peripheral regions will register 
scarcely any migration-induced population 
growth. 

According to the immigration statistics of the Fed
eral Republic of Germany which give relatively 
detailed data at regional level, the favourite desti
nations are likely to be Berlin, Stuttgart, Munich 
and their environs and some areas of North Rhine-
Westphalia. The statistics show, moreover, that 
there is a distinct preference for regions in south
ern Germany over northern Germany.30 In Greece 
it is likely that immigrants will continue to settle 
preferably in Thessaloniki and Athens and their 
environs as well as in the regions bordering on 
Albania (Epirus and West Macedonia) (see KEPE 
1992). 

4.3. Increasing transit and traffic 
flows and impact on transit 
areas 

Increasing transit and traffic flows between 
Central and Eastern Europe and the 
Community 

It is to be assumed that the growing degree of 
interpénétration between Western and Eastern 
Europe will lead to considerably increased trans
port and traffic flows — i.e. increased goods and 
passenger transport, which is already visible. 

In the past the volume of transport between the 
EC and Central and Eastern Europe was of minor 
significance compared to the total traffic/transport 
flows In the Community. Still, in 1991 only six mil
lion tons were transported on the road from the 
EC to Central and Eastern Europe which was 
equivalent to just under one fifth of the volume 
transported from the EC to the EFTA countries 
which totalled 30.5 million tons in the same year 
(Eurostat 1993). 

However, since the beginning of the reform 
processes in Central and Eastern Europe, the 
mutual exchange of goods and thus the volume of 
transport have visibly expanded. In the first half of 
1992 some 3.6 million tons of goods were trans
ported on the road from the EC into the countries 
of Central and Eastern Europe, which is an 
increase of about 19% over the first half of 1991. 

Transport flows on the rail, road, sea and inland 
waterways run between relatively few countries. 

As regards road transport, the main partners, 
accounting for some 57% of all EC exports, are: 
Germany-Poland, Germany-the Czech Republic 
and Slovakia, Germany-CIS, Germany-Hungary, 
Netherlands-Poland and Italy-CIS, while for 
imports the main partners are the Czech Republic 
and Slovakia-Germany and Poland-Germany, 
accounting for approximately 64% of total EC 
imports (see Table 18). 

In rail transport, the main partners (for about 79% 
of all EC exports) are Germany-the Czech Repub
lic and Slovakia, Germany-CIS and Germany-
Poland, as well as CIS-Italy, the Czech Republic 
and Slovakia-Germany and Poland-Germany (for 
some 78% of total EC imports).3' 

It is no less difficult to forecast the possible future 
shifts of traffic flows than to assess the future eco
nomic development in Central and Eastern 
Europe or the future trade exchanges between 
East and West. There is a variety of sharply differ
ing forecasts. 

The latest estimates of the German building indus
try, for instance, forecast that the volume of traffic 
between Germany and the countries of Central 
and Eastern Europe alone will increase eight-fold 
by the year 2010 compared to 1985 and that tran
sit traffic through Germany (resulting from trade 
between other EC Member States and Central 
and Eastern Europe) will increase twelve-fold 
by 2010 as against 1985 (see Handelsblatt 
26.10.1992). 

According to COWI-Consult estimates, based on 
a 'moderate economic recovery scenario'32 in the 
countries of Central and Eastern Europe, freight 
transport will again increase 2.5-fold in the next 10 
to 15 years and passenger traffic33 will increase 
four-fold as against 1992. 

These figures do not Include ethnic Germans (Aussiedier) nor asy
lum-seekers since the distributive formula applied to them is the area 
of the communes. 

Transport flows via maritime and Inland waterways, too - due to the 
natural and geographic conditions - run between a few countries 
only. The vast majority of all shipments go from Poland or the CIS to 
Germany. As regards maritime shipping, the major partners are CIS-I, 
CIS-F, CIS-NL and CIS-UK (for Imports into the EC) and D-CIS, F-
CIS, l-CIS, UK-CIS and UK-PI for EC exports). The Annex (Tables 4 
and 5) gives figures on the relative importance of the countries con
cerned. Since the greatest Increase Is expected in road and rail 
transport, navigation is only considered in the following simulation 
and analysis, when It will Indirectly influence transport flows, road and 
rail corridors. 
See COWI Consult 1991, assuming a growth rate of 0-5% depend
ing on the country from 1993. 
The following simulation only Includes goods traffic flows on rail and 
road since detailed data on passenger flows are not available for all 
countries. It can be assumed, however, that the increasing passen
ger flows (on road and rail) will add substantially to the traffic volume. 
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Considering the rise in trade, transport and traffic 
volumes between the EC and the countries of 
Central and Eastern Europe since the beginning of 
the reform processes and considering the 
assumptions concerning the likely future develop
ment path in the individual CEEC (made above), 
the most likely assumptions are that: 

(i) transport flows on the road will increase five
fold up to 2010 against the first half of 1992 
reaching approximately 18 million tonnes 
(exports from the EC to CEEC) and 3.5-fold 
reaching 35 million tonnes (imports from CEEC 
to the EC) in 2010; and that 

(ii) transport flows by rail will rise four-fold (exports 
from the EC to the CEEC) to approximately 8.4 
million tonnes and 2.5-fold (imports from 
CEEC to the EC) to approximately 36.75 mil
lion tonnes by 2010. 

Table 18: Flows of transport between the EC 
countries and the countries of Central and 
Eastern Europe on road and rail, first half 

1992 
(excluding former Yugoslavia and GDR; in 1 000 tonnes) 

Road 
(excluding former Yugoslavia and GDR; in 1 000 tonnes) 

From EC countries to Central and Eastern European countries by road 
(Total: approximately 3.8million t) 

CR/S SU' 

DK 

UK 

B/L 

NL 

D 

F 

I 

E 

Ρ 

GR 

Total 

38.7 

0.0 

80.3 

244.5 

575.3 

91.4 

96.0 

64.4 

0.2 

56.3 

1 247.1 

7.5 

0.0 

30.2 

84.0 

412.1 

53.4 

77.0 

20.3 

0.4 

35.8 

720.7 

3.8 

0.0 

31.1 
56.0 

271.1 

37.7 

85.5 

13.0 

0.3 

19.8 

518.3 

3.6 

0.0 

40.0 

63.5 

313.8 

73.8 

238.5 

10.9 
0.2 

12.8 

757.1 

0.9 

0.0 

9.7 

14.2 

58.0 

18.3 

33.8 

2.0 

0.0 

30.8 

167.7 

1.0 
0.0 

3.7 

7.7 

37.2 

9.5 

39.4 

0.8 

0.0 

55.0 

154.3 

From Central and Eastern European countries to EC countries by road 
(Total: approximately 10.0million t) 

CR/S SU' 

DK 

UK 

B/L 

NL 
D 

F 

I 
E 

Ρ 

GR 

Total 

96.5 

5.8 

115.7 

164.5 

2 893.8 

128.6 

180.0 

19.1 

1.0 

11.5 

3 616.5 

24.2 

0.0 

76.9 

113.8 

3 470.3 

106.8 

200.3 

30.3 
2.7 

16.0 

4 041.3 

7.9 

0.0 

46.6 

53.5 

493.1 

46.1 

268.9 
9.2 

0.8 

21.6 

3.2 

0.2 

72.0 

47.5 

666.3 

70.4 

169.3 
13.4 

2.3 

10.9 
947.7 1 055.5 

0.3 

0.0 

5.6 

5.8 

82.7 

12.3 

30.2 

2.6 
0.2 

9.0 

148.7 

2.1 

-
7.4 
6.4 

61.7 

10.5 

35.3 

2.5 
0.4 

84.2 

210.5 

Rail 
(excluding former Yugoslavia and GDR: in 1 000 tonnes) 

From EC countries to Central and Eastern European countries by rail 
(Total: approximately 2.1 million t) 

CR/S su-
DK 

UK 

B/L 

NL 

D 

F 

I 

E 

Ρ 

GR 

Total 

1.1 

-
1.3 
0.7 

218.7 

4.5 
16.2 

2.2 

-
4.6 

249.3 

0.4 

-
1.5 

0.7 

787.7 

16.1 

26.6 

1.8 

0.0 

2.9 

837.7 

0.1 

-
2.1 

4.3 

72.2 

5.3 
12.3 

0.6 

-
5.8 

102.7 

-
-

17.9 

12.4 

648.9 

54.2 

29.4 

1.7 

-
1.7 

766.2 

0.0 

-
8.7 

10.3 

40.0 

8.5 

7.5 

0.0 

-
13.8 

88.8 

0.0 

-
0.6 

0.0 

5.3 
0.9 

1.6 

0.7 

-
8.4 

17.5 

From Central and Eastern European countries to EC countries by rail 
(Total: approximately 14.7 million t) 

CR/S su-
DK 

UK 

B/L 

NL 

D 

F 

I 

E 

Ρ 

GR 

Total 

0.1 

-
7.4 
2.7 

2 854.3 

29.7 

268.4 

0.1 

0.0 

3.2 

3165.9 

5.1 

-
9.6 

4.3 

3 570.3 

133.2 

851.2 

2.5 

0.3 

33.3 

4 609.8 

3.5 

-
0.2 

1.3 

104.5 

12.7 

790.6 

1.7 
0.0 

4.0 

918.5 

-
-

5.9 

0.1 

356.7 

22.0 

5,061.2 

0.1 

0.0 

1.8 

5,447.8 
' Including Baltic States and CIS countries 
Source: Eurostat 1993. 

0.0 

-
0.2 

0.1 

55.8 

18.9 

34.4 

0.1 

0.5 

1.8 

111.8 

-
-
-
-

7.6 

2.0 

6.0 

-
-

88.1 

103.7 

' Including Baltic States and CIS countries. 

The underlying assumptions are that: 

(i) transportation will in part shift from rail to road; 

(ii) the share of heavy freight transport (raw mate
rials etc.) in transport flows between the EC 
and the supplier countries in Central and East
ern Europe will decrease or at least stop 
increasing as the latter's economic and tech
nological development progresses (see also 
coal and steel agreement). It is therefore 
assumed that rail transport from the countries 
of Central and Eastern Europe will increase 
very slightly, whereas the volume of transport 
from the EC to the CEEC (by both rail and 
road) will show a considerable increase. How
ever, in terms of value transport from the coun
tries of Central and Eastern Europe will also 
increase substantially. 

Assuming that the shares of the currently major 
partner countries do not fundamentally change up 
to the year 2010, then the greatest increase in 
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Map 34; Transport Flows from the EC into Centrai and Eastern Europe, 2010 
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Map 35: Transport Fi o ws from Central and Eastern Eu röpe into the EC, 2010 
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Map 36: Transport Flows from the EC into Central and Eastern Europe, 2010 
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Map 37: Transport Flows from Central and Eastern Europe into the EC, 2010 
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transport and transit traffic will be seen on the 
east-west transversals (roads) in the north and the 
east-west transversals (rail) in the centre of the 
Community territory as well as on the east-west 
transversals through Poland and the north/west-
south/east transversals through the Czech Re
public and Slovakia and Hungary, as Maps 34 to 
37 illustrate. 

In addition to the transport flows generated by the 
anticipated increase in transport volumes, pas
senger and tourist flows between East and West 
will also expand (four-fold according to estimates, 
see also COWI-Consult 1991 ). Here too the coun
tries of Central and Eastern Europe will see a shift 
of traffic from rail to road, since motorization levels 
will increase as living standards improve and since 
travelling habits will become similar to those in the 
West (preference for private transport and busi
ness travelling by air). Since at present most of the 
commuter and tourist flows are between neigh
bouring countries (D-PL, D-CR, GR-BG, l-SLO), 
any increase in these flows puts an additional 
strain on the main corridors and on the border-
crossing points (and on the respective border 
region). 

Spatial impact of future transit and traffic 
flows on Central and East European 
countries 

On the basis of the future transport and traffic 
flows assumed, Poland's importance as a transit 
country will continue greatly to increase. 

Poland is the most important transit country for 
the northern EC countries (Denmark, the United 
Kingdom, the Benelux countries and the northern 
German Länder) for overland freight transport to 
the Baltic States, Russia, Belarus and the Ukraine 
and for imports from these countries into the 
countries of the Community. 

Major transit routes through Poland in the 
medium term 

East-west corridors: 

Berlln)-Poznan-Warsaw-(Minsk-Moscow), (Berlin)-
Poznan-Warsaw-(Kiev), (Dresden)-Wroclaw-Katow-
ice-(L'vov); 

North-east/south-west corridors: 

(Minsk)-Warsaw-(Prague), 
Warsaw, (Riga)-Warsaw 

(St Petersburg-Vilna)-

North-south corridor: 

Warsaw-Katowice-(Brno)-Vienna 

Moreover, the corridors to the major Baltic seaports 
of Poland, Szczecin/Swinoujscie and Gdansk/Gdy
nia, will be frequented much more than up to now, 
especially once the projects of expanding and mod
ernizing these harbour complexes have been real
ized (see also Chapter 2), namely the corridors of 
Gdansk-Warsaw, Gdansk-Poznan, Szczecin-Poz
nan and Szczecin-Wroclaw. 

In the Czech Republic and Slovakia the major 
transport corridors will also be strongly affected by 
the growing traffic and transit flows. 

Major transit routes through the Czech Repub
lic and Slovakia in the medium term 

South-west/north-east axes: 

(Nuremberg)-Pllsen-Prague-(Wroclaw) and (Katow-
ice)-Brno-(Vienna); 

North-south axis: 

(Berlin-Dresden)-Prague-(Vienna); 

North-west/south-east axis: 

Prague-Brno-Bratislava-(Budapest). 

Poland may become the most important transit 
country for Scandinavian transports, especially 
from Finland and the north-eastern parts of Swe
den, to the Balkan countries, and to Central and 
Western Europe, especially once the Via Baltica 
(motorway thoroughfare from Tallinn via Warsaw 
to Western Europe) is completed, which will 
reduce present travel time and cost in road trans
port. 

Hungary will have to fill an ever more important 
transit function for transport flows between south
west Europe and the western CIS countries as 
well as between the Balkan States and Western 
Europe; the following corridors are affected most: 
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Major transit routes through Hungary in the 
medium term 

North-west/south-east corridors: 

(Vlenna-Bratislava)-Gyor-Budapest-Szeged-
(Belgrade) and Budapest-Szeged-fTimisoara-Sofia) 

South-west/north-east corridor: 

from Croatia to the Ukraine (Zagreb)-Budapest-
(L'vov). 

Since the Yugoslavian crisis Hungary has become 
an important transit country also for transport flows 
between Greece and its EC partners, the most 
affected routes being Thessaloniki-Sofia-Belgrade-
Budapest and Thessaloniki-Sofla-Timisoara (Roma-
nia)-Budapest. Whether these routes will be used as 
an alternative to the traditional ones through former 
Yugoslavia in the medium term, depends primarily 
on the political developments in the latter. There is a 
good chance though, even the situation in former 
Yugoslavia should stabilize (and the EC lifts the trade 
embargo), provided that the currently inefficient cor
ridors through Bulgaria and Romania are consider
ably improved, since transit through the individual 
countries and Republics of former Yugoslavia 
becomes more expensive (transport costs for a 
loaded truck of a gross-weight of 38 tones for the 
route Evzoni-Munich have risen from ECU 1 167.50 
(traditional route through former Yugoslavia) to 
approximately ECU 1 537.50 (new route through 
former Yugoslavia, see KEPE 1992). 

In Bulgaria the following corridors will remain or 
become the most important: (Thessaloniki)-Sofia-
(Belgrade) and Sofia-(Bucharest) and - provided 
that the centres on the Black Sea begin to play a 
significant role - the route linking Sofia to Burgas 
and Varna, which is planned to be developed into 
a ring motorway by 2010 (see Chapter 2). 

Romania, due to its geographic location and topo
graphic conditions, will see growing traffic flows 
run mostly west-eastward, provided that transit 
traffic to the Ukraine increases. The routes of (Bel-
grade)-Bucharest-(Kiev) and (Budapest)-Bucha-
rest-(Odessa) and the projected motorway from 
Bucharest to Constanta represent major traffic 
axes in the medium term. 

Apart from the road and rail corridors, the inland 
waterways in Central and Eastern Europe, of 
which only relatively little use has been made to 
date, might become more important. Hungary, for 
instance, is planning to award concessions in 
inland navigation which are deemed to help 
finance the modernization and/or reopening of six 

ports (Györ, Budapest-Csepel, Dunaujvaros, 
Szekszard, Baja and Szeged) and to make freight 
transport via the Danube more attractive. Other 
countries of Central and Eastern Europe, too, are 
endeavouring to raise the attractiveness of inland 
navigation (through privatizing the State-owned 
shipping companies, concession contracts and 
financial assistance for the modernization of 
ports). It is to be expected that the sections of the 
Danube-Black Sea Canal (in Bulgaria, Romania 
and the Slovakia) and the Vistula and Oder rivers 
in Poland will thus gain importance. 

Likely impact on border and transit areas in 
Central and Eastern Europe 

Some of the corridors are planned to be extended 
and modernized in the coming years (see Chapter 
2, Maps 11a, b and c). The locations on these 
newly built or modernized corridors will greatly 
profit from the improved infrastructural link-up. 
Considering that deficient and inefficient transport 
networks are regarded as the greatest obstacles 
to growth, the (new) transit regions may indeed 
experience decisive growth impetuses. It is hence 
not surprising that experts mostly see future 
growth axes in the countries of Central and East
ern Europe along these corridors (see Chapter 4.1 
and empirica 1993a). 

The growing traffic will cause considerable (addi
tional) bottlenecks at the border crossing points 
not only into the Community or into Austria but 
also between the Eastern countries themselves 
(e.g. at Brest, Bialystok, Ruse, Vidin, Arad, 
Oradea, Szeged, Komorn, Kosice, Eger). Towns 
which are situated at traffic junctions and for 
which no bypass motorways are planned (unlike 
Budapest which will soon have a ring motorway) 
will be heavily affected by the through-traffic (on 
top of the inner city traffic which is also increasing). 

Spatial impact of future transit and traffic 
flows on the community 

Assuming that the transport volume with Central 
and Eastern Europe rises 5-fold (exports from the 
EC) and 4-fold (imports into the EC) by road and 
3.5-fold (exports from the EC) and 2.5-fold 
(imports to the EC) by rail by 2010 (see above), the 
significance of transport flows between the EC 
and Central and Eastern Europe will increase con
siderably. At present EC exports by road amount 
to 20% of EC-EFTA transport flows, but would rise 
to 60% on the above assumptions and assuming 
that the present volume of EC-EFTA transport 
flows remain constant. This would doubtlessly 
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have a considerable impact on some particular 
East-West corridors. 

The map on p. 128 shows the assumedly most 
important corridors in the Community territory in 
the medium term (Map 38). 

considerable bottlenecks especially at the cross
ing points between Germany and Poland, Ger
many and the Czech Republic as well as between 
Italy and Slovenia and Greece and Bulgaria. 

Heavily used transport corridors in the Com
munity territory in the medium term 

The most important road and rail routes for Den
mark, the United Kingdom and the northern German 
Länder will be Hamburg-Berlin-Warsaw, or Berlin-
Dresden-Prague. 
For the Benelux countries, parts of France and the 
central parts of Germany, the most important axes 
will be the Ruhr motorway to Berlin-Warsaw, Dres
den-Warsaw and Dresden-Prague-Budapest. 
For Spain, Portugal as well as southern France and 
southern Germany the major transport corridors 
will be Stuttgart-Nuremberg-Prague-Warsaw and 
Nuremberg-Prague or, via Austria, Vienna-Györ-
Budapest, Munich-Vienna-Györ-Budapest (Graz-
Maribor) as well as Lyon-Milan-Ljubliana-Buda-
pest. 
Italy's most important transport routes will run from 
Milano through Switzerland/Austria to Munich and 
Prague or to Vienna-Bratislava-Budapest as well as 
from Venezia via Vienna-Bratislava to Warsaw or 
Budapest and from Venezia via Gorizia-Ljubliana to 
Belgrade. 
The most important corridors for Greek transports to 
and from Central and Eastern Europe (and to the 
other EC countries) will be Athens-Thessaloniki-
Sofia and Igoumentisa-Thessalonikl-Sofia (or Skop
je) or across the Greek Sea via the ports of Kavala, 
Alexandroupolis, Thessaloniki. 

Likely bottlenecks and spatial impact on the 
external border areas and transit areas in the 
Community 

At present there are considerable bottlenecks on 
the transversals into the new German Länder, 
which will be relieved, however, once the con
struction projects in the new Länder within the 
framework of the development programme 'Ger
man Unification' have been carried out.34 The 
steady increase in transborder traffic will lead to 

34 There are plans for 17 projects in the framework of the programme 
'German Unification' for extending and building roads, which is 
expected to ease the pressure on the East-West transversals already 
in the coming 3 to 5 years. The most important routes include Han
nover-Berlin, Kassel-Erfurt-Chemnitz-Dresden, Lübeck-Szczecin, 
Göttingen-Halle/Leipzig and Nuremberg-Leipzig-Berlin (road con
nections) as well as Hamburg-Berlin, Hannover-Berlin, Göttingen-
Berlin, Nuremberg-Leipzig-Dresden and Leipzig-Berlin (rail connec
tions) (see Part II of the study). 

Crossing points suffering considerable bottle
necks in the medium term 

Frankfurt/Oder, Guben, Görlitz, Zittau, Bad Schan-
dau, Schirnding, Fürth im Wald, Bayerisch Eisen
stein, Trieste-Ljubliana as well as the Greek crossing 
points on the border to Bulgaria are likely to suffer 
the heaviest strain in the medium term. To make 
matters worse, those border locations which are not 
situated on major corridors with motorway links and 
where there are no bypass roads have to put up with 
a considerable load of extra traffic in their inner cities 
from through traffic. 

Even though several additional crossing points will 
be opened (see Chapter 2.7), the crossing points 
on the major corridors will remain heavily over
loaded also in the coming years. 

The new transit regions will be affected most by 
the negative effects of growing transport and traf
fic flows (such as growing pollution from vehicle 
exhaust gas). At the same time they will see new 
development potentials open as their significance 
in east-west transport/traffic increases. 

However, regions through which transit routes 
already ran in the past will not experience any fur
ther impetus for growth through modernization 
and extension alone if they fail to respond actively 
and adequately to the new challenges. 

Positive effects could be produced if better infra-
structural links are used to attract new commercial 
activities — e.g. through the establishment of 
business parks, research and technology centres 
— thus creating a counter-pole to the next-largest 
centres. 

If new infrastructural projects close the gaps in the 
infrastructure network, the affected regions bene
fit from better integration into the interregional net
work. In other words, there is an above-average 
increase in the accessibility potential of these 
regions. However, whether this has a positive or 
negative impact on regions which previously had 
poor infrastructures depends primarily on their 
response potential (Chapter 3); unless they 
respond adequately they are liable to be 'overrun' 
by the extra traffic flows. 
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4.4. Slow ecological renewal and 
spatial implications 

At present, it is difficult to forecast how the envi
ronmental situation in Central and Eastern Europe 
will develop in the medium term. The short-term 
improvement of air quality (dust pollution, S02 
concentration) over the past two years, which is 
attributable to a decline in heavy industry produc
tion and to drastic (compulsory) energy conserva
tion measures, cannot conceal the fact that the 
major environmental problems have yet to be 
overcome: 

(i) the restructuring of the energy supply industry 
(production of energy and patterns of con
sumption); 

(ii) the ecological renewal of smokestack-industry 
facilities; 

(iii) the improvement of ground water quality and 
the clean-up of surface water; 

(iv) the improvement of soil quality: in particular, 
the reduction of nitrate contamination; 

(v) land reclamation and the disposal of nuclear 
waste. 

The countries of relative normalization will be in a 
much better position to improve environmental 
conditions than the other countries of Central and 
Eastern Europe. Due to their more rapid economic 
development, they will be able to appropriate 
more funds for environmental protection pro
grammes. Owing to their closer interpénétration 
with Western industrialized countries, they will 
enjoy a greater transfer of know-how and technol
ogy and may feel more compelled to improve their 
environmental technologies. Finally — and not 
least in consideration of the EC membership 
which they desire — stricter environmental norms 
and — more decisively — effective control will be 
introduced, and incentives will be given for the 
introduction of measures to improve the environ
ment. 

Another major problem in the medium term will be 
the environmental situation at smokestack-indus
try sites. The preconditions for environmental 
improvements are certainly more favourable in 
countries of Central and Eastern Europe where 
moderate economic progress is taking place such 
as the Czech Republic, Hungary and Poland. In 
the so-called countries of growing instability, in 

The energy supply industry is an example of how 
important Government action is for the improvement 
of environmental quality: in Poland, the Czech 
Republic and Slovakia, if drastic price increases 
were to be coupled with incentives to save energy, 
the emission of S02 could be reduced by 70% 
(Poland) and 30% (CR/Slovakia), respectively, by the 
year 2000. If no State incentives were to be offered 
and energy prices simply increased, hardly any 
reduction of air pollution could be expected in the 
short term, and reductions of 40% and 25%, 
respectively, could be expected by the year 2000 
(Hughes 1991). 

contrast, environmental considerations will have 
to take second place also in the coming years 
behind economic and social priorities. 

Yet, even in the relatively advanced countries, sus
tained progress in environmental protection can 
be expected only in the isles of growth, in which 
pollution levels will noticeably decline as a result of 
restructuring processes in mining and heavy 
industry and of altered methods of production (for 
example, in the steel industry). The high degree of 
interpénétration with Western industrialized coun
tries and, in particular, direct foreign investment, 
will lead to a transfer of environmental technology. 
In addition, patterns of energy consumption can 
be improved relatively rapidly in the future through 
international cooperation in supplying energy, for 
example. 

However, in view of the severe shortage of public 
funds it is probable that priority will be given to 
those measures which avoid the direct costs of 
pollution. Examples include measures to reduce 
the salination of rivers due to waste water from 
coal mines, which severely damages water pipes 
and industrial facilities. For instance, clean-up 
measures could be drawn up to reduce perma
nent damage to the Vistula, which, where it flows 
past Krakow, has a salt concentration almost as 
high as that of the Baltic Sea. Similar improve
ments can be expected on the basis of existing 
strategies for cleaning up the Elbe, Oder and 
Danube, (see empirica 1992a) However, only 
residual public funds will be allocated to finance 
measures to improve the environment that will not 
result in any direct cost savings for the Govern
ment or the economy, but will make a contribution 
to the general improvement of natural areas and 
living conditions. On the other hand, ecological 
lasting crisis areas in which structural and environ
mental problems are often compounded (see 
above), and which have only a marginal degree of 
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interpénétration with the West, will hardly be 
capable of overcoming their environmental prob
lems in the foreseeable future. 

ments about the global ramifications are therefore 
even more speculative than the estimation of local 
environmental effects. 

In all likelihood, compliance with clean-air and 
clean-water acts, and with environmental regula
tions for business and industry, will hardly improve 
in these crisis areas even in the medium term. 
Ecological concerns will continue to be subordi
nated to ostensibly urgent economic exigencies; 
long-term transitional arrangements and excep
tions for industrial facilities that pollute the environ
ment will allow for only minimal headway in fight
ing pollution. 

Spatial impact on the Community territory 

The spatial effects of ecological advances in Cen
tral and Eastern Europe are generally extremely 
difficult to estimate. This is due to the complexity 
and 'incalculably' of open ecological systems, as 
the following illustrates: 

Despite great efforts and international campaigns 
aimed at combating acid rain, which in the Federal 
Republic of Germany for instance have led to a 
considerable reduction in S02 emissions,35 forest 
die-back is continuing unabated (see Federal Min
istry of Food, Agriculture and Forestry 1992). In 
the new Länder, too, although pollution emissions 
have been considerably reduced since German 
unification, positive effects on the state of soils, 
forests and waters cannot yet be detected. 

Although as early as 1990 an ambitious clean-up 
programme was developed for the Elbe (Europe's 
most polluted large river) and considerable invest
ments have already been ploughed into keeping it 
clean, hardly any real progress has been made up 
to now. In fact quite the opposite is the case: fol
lowing a short-lived improvement of the values 
measured, the pollution levels have risen again in 
the first six months of 1992. 

Evaluations of possible ecological effects on the 
Community territory caused by developments in 
Central and Eastern Europe are further complicat
ed by the fact that reductions in environmentally 
damaging factors (for example, through the intro
duction of new technologies) could go along with 
the negative environmental effects of economic 
growth and improved standards of living (e.g. 
increased energy and fuel consumption, increase 
in road transport and tourism). Moreover, state-

The reduction of global environmental 
damage: the example of acid rain 

A model calculation carried out by HASA shows 
what effects a Europe-wide 18% reduction of SOx 
and 6% reduction of NOx on 1980 levels would 
have on the individual parts of Europe36 (see Maps 
39 and 40). 

Even though this model shows a reduction in pol
lution, particularly in the north-eastern parts of 
Europe, it shows that levels would still be consid
erably above stipulated limits in large areas of 
Europe. Negotiations are taking place on greater 
reductions in pollution emissions, but it is debat
able whether this will lead to any serious reduc
tions in pollution. For instance, it would appear 
unrealistic, at least in the medium term, to envis
age introducing the best available technology, 
such as technologies that find widespread use in 
the Federal Republic of Germany, in the Nether
lands or Denmark — although they would bring 
about considerable improvements (see HASA 
1990). 

Altogether it is worth noting that spatial effects of 
changes in global environmentally damaging influ
ences are only conceivable if large-scale joint 
efforts are made — and even then these would 
only be effective in the long term. 

Possible environmental impact on the 
external border areas of the Community 
territory 

Chapter 2 showed how certain external border 
areas of the Community have been particularly 
affected by air and water pollution stemming from 
Central and Eastern Europe. It can be assumed 
that these regions will in the short and medium 
term be more directly affected by ecological 
changes in Central and Eastern Europe than areas 
lying further away from the Community's eastern 
(or, in Greece's case, northern) frontiers. Thus 
positive effects will be felt immediately from the 
reduction of S02 and other pollutant emissions by 
the eastern countries. 

S02 is responsible for 60 % of acid rain (see IIASA 1990). 

* Bulgaria, Hungary, the Czech Republic, Slovakia and the former 
Soviet Union have committed themselves under the Helsinki Protokol 
(1985) to reduce S02 emissions by 30% compared to 1980 levels 
(Poland, although not a party, declared its willingness) and under the 
ECE Protocol on NOx emissions to freeze NOx emissions at 1987 lev
els (see IIASA 1990). 
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Map 39: Regional exceedances of critical loads in 1985 
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Map 40: Regional exceedances of critical loads after implementation of 
the current reduction plans 
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Provided that the degree of interpénétration 
increases primarily with the countries of relative 
normalization (Hungary, Poland, the Czech 
Republic) and that the catching-up process con
tinues in these countries, the scope for closer 
cooperation in all areas of environmental protec
tion will increase considerably. For the Community 
territory, positive effects could emerge thanks to 
solutions to cross-border environmental problems 
or at least an easing of these problems (see also 
Chapter 2). This particularly applies to the regions 
bordering the badly polluted Elbe and Oder rivers 
and the Baltic Sea, and also to the regions where 
soils and forests suffer severely from airborne pol
lution imported from the East. In these regions in 
particular, where agriculture, forestry and tourism 
are important branches of the economy, an 
improvement of environmental conditions is 
urgently needed for economic reasons, too. 

Northern Greece could greatly benefit from eco
logical cooperation with its neighbours, Bulgaria 
and Albania in the field of water management. 
Improvements in the availability and quality of 
water would provide considerable economic 
advantages since, for instance, new opportunities 
for irrigation in the farming industry would result 
(see Chapter 2). 

There will also be local relief for border regions, for 
instance through the construction of new sewage 
works or clean-up measures or cross-border 
water and energy projects (for example, power 
bridges to the East in the event of smog). A case 
in point is North Bohemia where S02 emission is 
planned to be reduced substantially by the year 
2000, which will have a positive effect also on the 
Bavarian Forest and the Ore Mountains. 

Positive ecological effects can also be expected 
from cross-border conservation and resource 
management projects, which not only result in an 
improvement of the quality of life in these regions 
but could also help to greatly enhance their attrac
tiveness as tourist locations.37 It should be added 
though that tourism, unless it is managed pru
dently, could itself prove an ecological burden on 
these regions. 

low in comparison to the central parts of the Com
munity. However, since the opening of the border, 
traffic flows and thus emission levels have already 
increased considerably (see Chapter 2). To curb 
the negative effects it is therefore Imperative to 
build bypass roads around the border locations in 
question, to give priority promotion to inland navi
gation and railways and to new models of com
bined transport in East-West transport/traffic. 

4.5. Medium-term likely-impact on 
the external border areas of the 
Community 

The above observations on migration, transport 
infrastructure and environmental conditions have 
shown that the external border areas of the Com
munity are likely to undergo the greatest direct 
impact. In addition, the opening of the borders will 
lead to a number of effects - triggered by diverse 
mutually intensifying or colliding forces of varying 
intensity - which in the medium or long term will 
also affect the spatio-economic structure of the 
external border areas of the Community territory. 
In principle, four types of effect are conceivable in 
some of the affected regions: cohesion effects, 
draining effects, island effects and exclusion 
effects which may be defined as follows: 

Cohesion effect 

The cohesion effect is a directly positive effect 
from the border opening both on the economic 
development and on the integration potential in a 
strip of about 40 to 60 km on both sides of the 
border. It is likely to emerge in border areas where 
the topographical conditions allow easy access 
across the border, where population density is rel
atively high and where there is no attractive centre 
in a distance of at least 100 km in the hinterlands. 
Especially consumer-oriented services but also a 
stronger inter-linkage in the supplier realm lead 
almost directly to economic stimulation. However, 
the centripetal effects within the area have in turn 
a negative effect on the hinterlands from which 
activities are withdrawn. 

A new harmful environmental effect for the border 
areas comes from the growing volume of traffic. 
As long as the Iron Curtain restricted cross-border 
movements, the NOx burden, which is primarily 
caused by emissions from road traffic, was very 

For examples of joint nature conservation and tourism projects see 
Chapter 2. 

Draining effect 

Characteristic of the draining effect is the lack of a 
sufficiently large development potential - often 
also due to topographical conditions - and at the 
same time a pull effect caused by large agglomer
ations on both sides of the border. The attractive
ness of these two poles leads to a further drain on 
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the zone along the border that is sparsely populat
ed and poorly developed anyhow. Consequently, 
while the entire region profits from the border 
opening the actual border corridor is left out, 
unlike in other regions. 

Island effect 

In certain border areas, topographic and historical 
conditions cause the agglomerations on both 
sides of the border to grow together into an eco
nomic unit although still politically separate. These 
new bi- or tri-national centres develop their own 
autonomous momentum which tends to sever 
them to a certain extent from their respective hin
terlands. 

Exclusion effect 

This kind of effect 'excludes' one side from the 
benefits of the opening of the border. It occurs 
where economic activity develops only on one 
side of the border triggering a pull effect on the 
other side which has neither complementary 
structures nor endogenous potential. 

Typifying of the external border areas on the 
Community 

An examination of the external border areas with a 
view to the 'likely effects' in the medium term 
reveals the following picture (see Maps 41, 42, 
43). 

Cohesion effects may develop along the German-
Polish border in those areas which are located on 
the supraregional development axes (Berlin-
Szczecin, Frankfurt/Oder-Slubice, Cottbus-Slu-
bice and Dresden-Görlitz-Wroklaw-Katowice-
Krakow). While in the central and southern parts 
of the border region the stronger development 
impetus is likely to emanate from the German 
side, in the northern part it will rather come from 
the region of Szczecin (see Map 41). 

A cohesion effect is also conceivable in the 'Eure
gio Egrensis' comprising Selb, Marktredwitz, 
Cheb, Sokolov and Karlovy Vary. There an axis is 
currently developing in the form of an infrastruc
tural link between Nuremberg and Prague (see 
Chapter 2.7) which is likely to lead to additional 
economic integration, not only due to its growing 
importance as a transport axis in East-West and 
West-East traffic/transport but also due to cross-
border cooperation/exchange of workers: nearly 

one worker out of five in the immediate western 
Bohemian border regions commutes to Bavaria 
(University of Bayreuth 1992). According to a sur
vey of 408 firms in the Euregio conducted by the 
University of Bayreuth, 41 % of the firms in western 
Bohemia, 28% in Upper Frankonia, 15% in Upper 
Palatinate and 13% in Saxony have business con
tacts with partners in the other areas (Maier 1992). 
Western Bohemia profits from growing outsourc
ing especially by Bavarian enterprises, with com
ponent supplies to the automobile industry playing 
a significant role. A further impetus to growth 
could be triggered by the recent extension of 
Unesco's MAB Programme to the Bavarian For
est/Bohemian Forest as the 21st International 
Pilot Project. The primary objective of this project 
is cross-border cooperation and joint efforts to 
develop the counties in the region, (see Map 41). 

Cohesion effects may occur also in certain parts 
of the Italian-Slovenian border area, where a 
development axis Trieste-Gorizia-Ljubliana is cur
rently developing. Influenced by the large Italian 
city of Trieste, the mutual links are increasing 
noticeably. Trieste is certainly having the stronger 
attracting power, even though it is hampered by 
its precarious actual economic situation. A coun
terbalancing and livening effect has been exerted 
for some time by the 'Zona Franca', which offers 
additional incentives for short-distance frontier 
traffic. As much as 6% of the imports to the two 
provinces of Gorizia and Trieste, which are cov
ered by the 'Zona Franca' agreement, were 
accounted for by these 'autonomous regions' in 
1990. Imports and exports together were worth 
ECU 165 million. In the same year, Italian exports 
to Slovenia reached a value of ECU 515 million, 
imports from Slovenia ECU 610 million. Especially 
the SM Es near the border have profited from this 
development. The extension of the infrastructural 
link Gorizia-Ljubliana (see above) will further 
strengthen these effects (see Map 42). 

Cohesion effects of a moderate intensity may 
occur along the axis Thessaloniki-Sofia and along 
the traffic routes to the Greek ports of Kavala and 
Alexandroupolis (see Map 43). Several efforts are 
being made to intensify the cooperation between 
Greece and Bulgaria. An impetus to growth is 
expected from the new sales and investment mar
kets and from the improved infrastructural links. 
However, given the enormous prosperity and 
development differential, it is unlikely that signifi
cant relations of competition and cooperation will 
emerge and the overall effect will hence be rather 
low in the coming years (KEPE 1992). 
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Map 41 Border areas interaction scheme 
Germany, Poland and Czech Republik 

Landes 
kunde 
und 
Raum 
Ordnung Ώ 

: fr · 

'¡I' 

. „ . W i - * · « . ' 

ƒ . · - " · ■ " ? > . 

■f  * " ·»^  * : 

Homburg 

"%. 

V A 

Bratislava 

'■·.# r 

Budapest 

Cohesion el fen* 

Oraininq e f f e c 

O 
Great centres witr

a t t rac t ion ef*ecl 

Λ sland effet*


tSKttBttB Deve lopment / f>owtn axis 

f"*ì Medium centres with 

'■■'¿̂   i ^  Compet i t ion /Coopera t ion 

at t ract ion ef fect 

" o m p e t i t i o n / C o o f 

' .harbour. tour ism) 

inner conf l ic t , 

'.ension, migrat ion 

'Jorder areo 

I . 'ompet i t ion/Cooperat ior

^industry) 

Possible spatial developments in Central and Eastern Europe in the medium term (scenarios) 135 



Map 42 Border areas interaction scheme Greece, Bulgaria, 
former Yugaslavian Republics of Macedonia and Albania 
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Map 43 Border areas interaction scheme 
Italy and Slovenia 
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Along the German-Polish border the regions 
between the growth centres of Szczecin, Dresden 
und Görlitz are prone to a draining effect. Given 
their enormous structural problems (a dominant 
agricultural sector) and poor alternative employ
ment opportunities, they are likely to see consider
able out-migration also in the medium term (see 
Map 41). 

A draining effect is imaginable in Slovenia on the 
border to Italy, north of Gorizia where the moun
tains and the few transport links form a natural 
barrier. Given these conditions, the local centres 
are bound to be influenced predominantly by the 
economic activity which is increasingly developing 
from the interior. The same phenomenon is seen 
in the 'Euregio Egrensis' in the southern Bavarian-
Czech border segment between Waldsassen and 
Waidhaus as well as in certain areas between 
Saxony and western Bohemia, where the lack of 
road connections is the major underlying cause 
(see Map 42). 

The region along the border between Greece and 
the former Yugoslav Republic of Macedonia might 
be affected by a draining effect, if the political situ
ation in the disintegrating parts of former Yugo
slavia does not normalize. The transit route across 
Serbia and Croatia, formerly the most frequented 
route, is losing importance and mutual relations 
have been drastically reduced, as mentioned 
above (see Map 43). 

Island effects might occur here and there along 
the German-Polish border if the planned cross-
border projects (leisure parks, Euro-city Guben/ 
Gubin) (see Chapter 2.7) fail to have a positive 
impact on the surrounding areas (see Map 41). 

An island effect may occur — though in a very 
moderate form — along the Slovenian-Italian bor
der segment of Gorizia-Nova-Gorica. The sec
tions of the city separated by war are growing 
more and more together; adverse factors are, 
however, the relatively weak economy of Gorizia 
as well as the still very low population and 
economic potential on the Slovenian side (see 
Map 42). 

An island effect may make itself felt also in the bor
der triangle between Greece, Albania and former 
Yugoslavia, if the plans for joint action to develop 
the Prespa Lakes for tourism should be carried 
through. It is very doubtful, however, whether this 
project could be realized even in the medium term 
(see Map 43). 

Summing up one can say that of all possible 
effects the cohesion or draining effects are likely to 
dominate, while island or exclusion effects will 
probably play a subordinate role. In many cases it 
is impossible, however, to definitely classify the 
regions according to one of the four categories of 
effects as mixed forms prevail. Nevertheless, 
these categories help to clearly distinguish several 
important developments which will show in a simi
lar form in most border regions: 

The strongest concentration of positive and nega
tive effects of the opening of Central and Eastern 
Europe will presumably be felt within a strip of 40 
to 60 km on both sides of the borders which may 
run parallel or diagonally to the border or, in the 
case of a transit region, along a relatively narrow 
passage corridor. 

Cohesion effects are likely to have an invigorating 
influence on industry and commerce for the neigh
bours on both sides; in the medium term, how
ever, the eastern side shoüíd have more direct 
benefits, whereas the western border area will 
only participate indirectly — via joint ventures or 
outsourcing. The prices in the eastern border area 
will probably adjust to the western levels earlier 
and more quickly than in other parts of the eastern 
country — without it losing its comparative cost 
advantage at least for the near future. 

A further characteristic may be the phenomenon 
of intermittent 'lean strips', caused by the draining 
or pull effect exerted by growth areas (for 
example, on the labour market). The more vigor
ous the development in these areas ('fat strips') is, 
the stronger is their pull effect, weakening the 
'lean strips' still more. 

The number of job-seekers in the growth regions 
of the western border areas will increase (espe
cially for less skilled jobs — for example in the 
construction and catering sector) — since 
growing numbers of eastern commuters will look 
for employment; at the same time the demand for 
labour will decline in relative terms since local 
factories will turn to outsourcing in neighbouring 
regions in the East. 

The services sector will certainly gain in impor
tance in the border areas on both sides of the 
frontier and, where cohesion effects play a role, 
will benefit most in the western part. In the me
dium term, however, there will be a definite and 
strong trend also on the eastern side towards the 
services, especially consumer-oriented services. 
For short-term tourism and shopping excursions, 
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the differing price levels for consumer goods and 
services present a considerable incentive — the 
greater attractivity being clearly in the eastern part. 

High traffic concentration, resulting environmental 
pollution, inflow of pedlars and related semi-legal 
or illegal dealings are burdens which border 
regions — on both sides — have to bear. These 
problems can easily become political issues; at 
government level they are often traded as eco
nomic 'package solutions', among the public they 
often stir up resentments. 

The external border regions of the Community ter
ritory will doubtlessly see positive effects as 
regards consumers in the medium term, whereas 
the effects may be rather negligible or even nega
tive with regard to employment and overall eco
nomic growth. The eastern border areas border
ing on the Community territory, on the other hand, 
show a number of positive impulses for economic 
and employment growth which seem apt to nar
row the economic gap in the medium term. 
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5. Medium-term likely-impact on the Community 
territory 

5.1. Possible determinants of future 
spatial impact 

Assuming that Central and Eastern Europe follows 
the course of development described in Chapter 
4, the degree of interpénétration between the 
Community and the countries of relative normal
ization, and especially the isles of growth, will 
increase in future. These regions will become 
attractive markets and investment locations for 
companies from the Community territory. As their 
economic and technological development 
advances, they will increasingly compete with 
western locations. 

Increasing economic growth in the isles of growth 
and along the development axes will multiply trade 
relations with the Community territory not only in 
quantitative terms: the pattern of trade flows will 
also change. Apart from those affected industries 
which were assumed to be the most important 
sectors in our short-term analysis (see Chapter 
3.1), the so-called modern industries may 
become more relevant in the medium term. In 
addition, however, reciprocal competition could 
boost those sectors for which comparative 
advantages are expected in the countries of Cen
tral and Eastern Europe in the coming years. 

The intensification of relations between the Com
munity territory and the countries of relative nor
malization or the isles of growth and the expected 
process of these countries and regions moving 
closer to the Community will also lead to easier 
access to the markets on either side. More com
prehensive association treaties and/or the expiry 
of transitional customs arrangements and the 
abolition of import quotas, etc. will bring about an 

increase in accessibility potentials (see Chapter 3), 
which, in turn, will have spatial consequences for 
the Community territory. The assumptions made 
as to the likely development path will be specified 
in the model below, and the results will be pre
sented in maps. 

5.2. Medium-term likely-impact 
model 

Provided that the assumptions, set forth in Chap
ter 4, on the spatial development in Central and 
Eastern Europe apply and that the degree of inter-
penetration between Eastern and Western Europe 
intensifies in the medium term, the impact deter
minants for the Community territory will change 
from the status quo. On this basis the potential 
changes in the individual regions in the Communi
ty are examined. Will the effects fundamentally 
change in the medium term, or even reverse? Will 
there be a gradual change in the degrees of inter-
penetration between certain EC locations? Will 
those regions which have so far been less affected 
have to expect a greater impact in the medium 
term? Or, conversely, will the current adjustment 
pressures on certain regions be eased? 

In order to be able to measure the possible me
dium-term effects of the developments in Central 
and Eastern Europe, the short-term likely-impact 
model was modified with regard to economic sen
sitivity and accessibility potentials. 

Modification of economic sensitivity 

In the medium term we have to expect that the 
number of factors involved in business relations 
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between the regions of Eastern and Western 
Europe will rise. In the medium-term likely-impact 
model the group of industries sensitive in the short 
term will therefore be extended to include the fol
lowing sectors: 

Industries sensitive in the medium term 
NACE Industries 

14 Mineral oil refining 
' 22 Extraction/preliminary processing of metals 

25+26 Chemical and fibre industry 
32 Mechanical engineering 
43 Textile industry 
45 Footwear and clothing industry 

33+34 Data-processing machinery and electrical 
engineering 

35+36 Motor vehicles and other means of transport 
37 Instrument engineering 
46 Timber/furniture 
47 Paper/paper products 

Source: Empirica. 

The data processing machinery and electrical 
engineering and instrument engineering sectors 
can be described as potentially important future 
sectors if demand for high-tech products rises in 
line with the economic and technological develop
ment in eastern Europe. However, as far as east
ern Europe's exports are concerned, the timber 
and furniture and paper and paper products sec
tors seem to have the greatest potential for 
growth (see also Landesmann 1992b). 

This was borne out by company surveys con
ducted by the Ifo Institute (see also Chapter 3.3). 

Medium-term sensitivity of industries 

Electrotechnical engineering 

So far there has been little commitment by Western 
companies in Central and Eastern Europe. Projects 
are mainly local and concentrated on telecommuni
cations and energy supply. Realistic opportunities 
for expansion are not envisaged for some years. 
While Eastern components suppliers in the elec
trotechnical industry still exert little or no competitive 
pressures, keener competition is expected in future 
with respect to mass-produced products such as 
switches, switchgear, plugs, motors, etc., which 
may also force staff cuts in the West. Particularly 
favourable conditions for future direct investment are 
seen in Hungary, Poland, the Czech Republic and in 
the Ukraine. 

Paper and paper products 

So far commitment by EC companies has been rela
tively timid. However, competition by large investors 

is expected to increase in the coming years. Finland 
and Sweden have already heavily invested in, and 
transferred considerable know-how to, the Baltic 
countries and large investments are being effected 
by Japanese corporations which can take higher 
risks than their mostly small- and medium-sized EC 
competitors. 

Timber and furniture 

In Russia (Siberia) the production and export poten
tials are large, but they remain largely untapped at 
the moment because of considerable logistical 
problems, technological backwardness and insuffi
cient quality. Certainly, once these obstacles are 
overcome, rising exports into the EC may lead to 
considerable turbulence, as was the case in the 
1920s. Therefore, local wood suppliers and pro
cessing companies are deeply concerned about the 
prospect of being forced out by foreign competition. 
The furniture industries face similar fears because 
they expect that competitive pressures in the low-
price market segments, especially from Poland, will 
continue to grow in the coming years. 

Provided that Central and Eastern European stan
dards of living rise, new markets may be opened 
up in the motor vehicles and other means of trans
port sectors. Conversely, competition from East
ern Europe may increase, not least as a conse
quence of large foreign investments in the region. 
Their common feature is that they — along with 
the industries sensitive in the short term — may 
exert the biggest effects on competitive condi
tions for companies on the Community territory. 

At the same time, however, the sensitivity of the 
currently affected sectors will remain or even 
increase, because one can assume that, in the 
medium term, structures in Central and Eastern 
Europe will not change so drastically that, for 
example, the mining and heavy-industry sectors 
will lose their importance. On the contrary, it is to 
be expected that in five to six years' time the pres
sures to adapt will become stronger in the so-
called sensitive sectors of the EC — namely coal 
and steel, textiles and agriculture/food industry — 
once the transitional periods and special arrange
ments laid down in the association treaties with 
Hungary, Poland, the Czech Republic and Slova
kia have expired. Even though genuinely free 
competition will hardly prevail38 it is to be expected 
that the adjustment pressures will continue to rise 
as a result of the policy response to developments 
in Central and Eastern Europe. 

:" The association treaties also stipulated that, for example, no crowd
ing-out competition would be allowed and that national concerns 
would still have to be respected. 
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Sectoral sensitivity — as in the short-term likely-
impact model — was expressed in terms of the 
share of employees of the respective sectors in 
the total workforce. In order to make allowance for 
the lower reliability of medium-term compared to 
short-term sensitivity, the model weights the fig
ures by a factor of two thirds (short and medium-
term sensitive industries) and one third (medium-
term sensitive industries). 

In addition, as in the short-term likely-impact 
model, the agriculture and food-industry sector is 
examined as well, as it can be assumed that this 
group will be strongly affected also in the medium 
term. 

Map 44 

As expected, Map 44 shows that more regions on 
the Community territory will demonstrate sectoral 
sensitivity in the medium term. Such regions 
include above all the motor vehicle and elec-
trotechnical centres of southern Germany and 
northern Italy. However, owing to their economic 
structures high sensitivity can also be detected in 
locations in southern parts of the United Kingdom 
and in the eastern coastal regions of Spain and 
Italy as well as in the Thessaloniki region. It is also 
interesting to see that in the medium term some 
regions, such as locations in western France and 
Norte (Portugal), demonstrate relatively less sensi
tivity compared with the Community average and 
compared with the short-term effects. 

It is not only to be expected that the number of 
regions affected will rise, but also that the sensitiv
ity faced by the individual locations will increase in 
the medium term. Although this qualitative dimen
sion of sensitivity is not explicitly shown by the 
model, it was corroborated by the findings of the 
Ifo survey: 

Almost 50% of the questioned companies reck
oned that those parts or units which have small 
value-added elements would be transferred to the 
East in the medium term; 40% of the respondents 
said that staff cuts at Western locations would be 
a consequence of activities in the East. There 
were particularly marked differences between 
manufacturers of capital goods and consumer 
goods producers. While a large majority of the for
mer group cited strategic considerations, primarily 
expansion into new markets, as the reason for 
their activities in Central and Eastern Europe and 
two thirds expected their Western locations to 
profit from these activities, the consumer-goods 
producers presented the opposite picture: two 

thirds of respondents expected no or a negative 
impact on their western locations to result from 
the opening of the East and they did not rule out 
further staff cuts because most of their operations 
in the East were producing for Western markets. 

Increase in accessibility potentials 

As a determinant, accessibility potential must also 
be adjusted to the expected changes. Given the 
developmental paths outlined in Chapter 4, the 
countries of relative normalization are moving ever 
closer to the Community territory, while other 
countries are (at best) stagnating at present levels. 
To take into account the resulting spatial changes, 
the weighting factors of the short-term likely-
impact model were altered as follows: 

Table 19: Index of accessibility potential 
Weighting factors (medium-term effects) 

Countries/regions 

EUR 12 
EFTA 
Turkey 
Poland, Hungary, Czech Republic 
Slovakia 
Romania, Bulgaria 
Slovenia 
Estonia, Latvia, Lithuania 
Former Yugoslavia (excluding Slovenia) 
Albania 
Russia, Ukraine, Beiarus, Moldova 

Weighting factors 

100 
100 
100 
100 
75 
75 
75 
75 
50 
50 
50 

Source: Empirica. 

As in the short-term impact model the criteria of 
goods traffic, rail traffic and joint use are 
employed, standardized and combined through 
addition to form an accessibility potential index. 

Map 45 

Map 45 shows that some regions of the Commu
nity territory move up to the next group as their 
accessibility potential increases very strongly as a 
result of the border-opening process. 

Since it has been assumed that faster border-
opening processes will take place (expressed in 
terms of higher weighting factors) with respect to 
the northern belt of Central and Eastern Europe, 
the greatest impact will be experienced in north
eastern locations in the Community. Most directly 
affected are the new and old Länder in Germany, 
but also regions of the United Kingdom and north
ern Italy. 
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Map 44 
Employment in industry (Groups A and B) 
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Map 45 
Accessibility potential index (Phase II) 
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Map 46 
Mediumterm involvement (Groups A and B) 

Combination of economic sensitivity In medium term 
with accessibility potential In phase II 

high economic sensitivity with 
high accessibility potential 

Boundaries ot EC countries 

Boundaries of N.U.T.S. level 2 

Copeηhogeη 

"^r*—r*"\ 

w^ 

Type 1 | 

Type 2 [ 

Type 3 [ 

Type 4 γ 

Typa 5 [ 

Type 6 [̂  

Type 7 

1
:
 ! 

Type 8 1 

Type 9 1 

high economic sensitivity with 
moderate accessibility potential 

high economic sensitivity with 
low accessibility potential 

moderate economic sensitivity 
with high accessibility potential 

moderate economic sensitivity 
with moderate accessibility potential 

moderate economic sensitivity 
with low accessibility potential 

low economic sensitivity with 
high accessibility potential 

low economic sensitivity with 
moderate accessibility potential 

low economic sensitivity with 
low accessibility potential 

■ Canarios 

» · * * β 

E « J 

1 ι ι Μ ι 1 
27 3 0 43 36 13 12 9 39 

uencies 

Source: Spatial monitoring system of the BFLR 



φ 
CL 

c 
3 

TT 
φ 

3 
Ο) 
O 

o 
c 

φ 

O 
o 

3 
3 
c 
Zi 

o 

2 

Map 47 
Mediumterm involvement (Agrobusiness) 
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Medium-term interpénétration 

Maps 46 and 47 show a combination of the deter
minants medium-term economic sensitivity and 
accessibility potential index, phase II. 

Map 46 

In terms of industrial sensitivity large parts of 
Northern and Central Europe but also central Italy 
and central regions of the United Kingdom belong 
to Types 1, 2 and 4, i.e. they are characterized by 
a high degree of involvement/interpenetration. The 
peripheral/rural regions are, however, hardly 
affected even in the medium term. The exceptions 
are regions in central parts of Greece where the 
degree of interpénétration will increase over the 
medium term. 

Map 47 

Map 47 shows that even in the medium term the 
relative increase in the accessibility potential only 
has a slight or, at most, average effect on the 
Community's southern agricultural locations; 
Types 3 and 6 prevail. On the other hand, the 
north-eastern agricultural locations reveal a high 
degree of interpénétration. Owing to the increas
ing accessibility potential the new German Länder, 
in particular, are more strongly involved in the 
medium than in the short term. However, in gener
al there are only minor differences between Maps 
21 and 47. Regions with a currently high degree of 
interpénétration are also strongly affected in the 
medium term. 

As regards the Greek regions, it is somewhat sur
prising to find that also their accessibility potential 
remains below average. Although their index value 
increases as the opening up of Central and East
ern Europe progresses (simulated by raising the 
weighting factors) they do not move up into a 
higher category (which would be Type 2 and Type 
8 for Ättika). 

Under the assumption that the effects on the food 
industry will in any case be stronger in the medium 
term than up to now (see Chapter 5.1), this quali
tative aspect must be taken into account in the 
interpretation of the maps. It means that econom
ic sensitivity in the agrobusiness will increase over
all. 

Since this applies equally to all locations, there will 
be no fundamental change of the effects but only 
a further increase in sensitivity. However, not all 
areas of the agricultural sector are equally 
affected. In some, for instance sugar production 
and fruit and vegetable processing, a location in 

the West may find itself competing with a location 
in the East as a result of growing competition from 
Eastern producers. Table 20 shows such potential 
twin competitors (see Steinle 1992). 

The significance of the spatial proximity of the af
fected locations for the extent of the potential ef
fects also became apparent in Ifo's discussions 
with company managers (Ifo survey 1992). Thus, 
the most attractive locations for current invest
ment decisions (the industrial and administrative 
centres in Hungary, the Czech Republic and Slo
vakia and in Poland) were rated as serious com
petitors for Western locations in the years to come. 

The biggest potential threat - in terms of increas
ing competitive pressure, the transfer of produc
tion processes and a reduced slice of the invest
ment cake - was thought to exist for locations 
close to the abovementioned countries. However, 
the interview findings also permit the conclusion 
that the change in economic sensitivity alone, 
resulting from the opening-up of the East, is not a 
very significant indicator but needs to be seen in the 
context of the strengths and weaknesses which 
the sectors/regions have displayed so far. Thus, in 
order to judge the medium-term possible effects, 
the determinant response potential is also used. 

Table 20: Examples of interregional 
competition on product markets 

Markets 

Agriculture 
sugar 

wheat 
goat cheese 

poultry 

paprika, 
peperoni, 
olives 
beer 

Examples 
of EC regions 

Southern France 

Northern Germany 
Greece, 
Southern Italy 
Netherlands 

Greece 

Upper Bavaria, 
Düsseldorf 

Manufacturing 
timber 
textiles 

iron, steel, 
coal 

cars/vehicles 

Veneto, Detmold 
East Germany, 
Champagne-
Ardennes, 
Toscany, 
East Midlands 
East Germany 
Arnsberg, Corraine 
Nord-Pas-de-Calai! 
Northern Spain, 
Piémont, 
Haute Normandie, 
Franche Compté, 
South West (U.K.) 

Source: Steinle 1992. 

Examples of East and Central 
European regions 

Czech Republic 
(outside Prague) 
Poland 
Bulgaria 

Poland, 
Southern Hungary 

Bulgaria, Hungary 

Pilsen (Czech Republic) 

Siberia 
Poland 

Krakow, 
Katowice (Poland) 

Boleslav 
(north of Prague) 
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Response potential 

The criteria used in the short-term likely-impact 
model to measure the regional response poten
tials are not changed in the medium-term model. 
There are two important reasons for this: 

If one wanted to evaluate the individual indicators 
for the medium term, for example, over 7 to 10 
years, then one would have to consider a plethora 
of external causal factors which are not directly 
related to the opening up between East and West. 
Here one need only refer to the expected effects 
of the internal market (see empirica 1988) on sec
tors and regions in the EC. However, this would 
greatly distort the potential impact of the medium-
term developments in Central and Eastern 
Europe. The aim of the model is, after all, to show 
a possible adjustment constraint, i.e. the necessi
ty for a region to increase its competitiveness over 
the medium term with regard to developments in 
Central and Eastern Europe. It can also be 
assumed that the competitiveness of the EC 
regions will not experience any abrupt changes as 
a result of the short-term impact of developments 
in Central and Eastern Europe, but that a gradual 
change is more likely. A region which shows high 
short-term growth potential as a result of the 
opening up between East and West will — if it util
izes this potential — become more competitive 
over the medium term. On the other hand, a 
region which reacts insufficiently to adjustment 
pressure will tend to lose competitiveness over the 
medium term. 

Medium-term likely impact 

Maps 48 and 49 show the results of the medium-
term likely-impact model. The individual regions of 
the Community territory are classified according to 
the four-field matrix which has been outlined in 
Chapter 3.3. 

Map 48 

The medium term produces no significantly 
altered spatial picture for the industrial sector: for 
a large number of regions the effects are insignifi
cant, i.e. there may — as in the short term — be 
both growth potentials and greater competition 
and adjustment pressure (Type 5). Growth poten
tials continue to be concentrated in the central 
parts of the Community and in so-called innova
tion centres. A comparison of maps 28 and 48 
shows, moreover, that the potential effects do not 
depend decisively on economic sensitivity — 
expressed in terms of sector categories — but 

rather on the adjustment capabilities, i.e. response 
potential of the individual regions. This is of direct 
relevance, as it is the growth regions which are 
characterized by a highly differentiated economic 
structure. In addition, the industrial sector in these 
regions no longer plays such an important role in 
comparison to the service sector. The number of 
persons employed in the services sector has 
already reached up to 75% in some EC regions. 

The picture remains almost unchanged with 
respect to the medium-term impact on the 
regions which are weak in development terms: 
large parts of Portugal, Spain and southern Italy 
will also scarcely see their economic sensitivity 
affected over the medium term, as their engage
ment in future-oriented industries is low and the 
accessibility potential is increasing at a slower rate 
than in the northern or eastern regions of the 
Community. The greatest potential dangers con
tinue to face the new German Länder — if their 
response potential does not increase over the 
medium term. The response potential may 
change in the medium-term picture for the better 
for those regions which will be able to demon
strate above-average growth and development in 
the coming years. 

Also the position of the Greek regions within the 
Community remains unchanged (relatively speak
ing). This proves that the mere improvement of the 
East European markets' accessibility (the weight
ing factors for Bulgaria and Romania were raised 
from 50 to 75) has no significant effect on the 
accessibility potential and hence the interpénétra
tion potential. The picture might change if infra-
structural projects were implemented (as outlined 
in Chapter 4) in Central and Eastern Europe creat
ing the technical conditions to reach large num
bers of people in a given time (goods traffic, joint 
use, see Chapter 3.2). 

While in the model the weighting factors were 
changed, the technical lines of communication, 
i.e. infrastructural networks, were assumed to 
remain the same. If infrastructural measures were 
carried out, for instance, it would mean for Type 2 
(London, Manchester) that its potential growth 
effects would increase as its accessibility potential 
increases. Of course, this would not mean that a 
closer infrastructural integration is only advanta
geous for potential growth regions, and regions 
with a smaller response potential should better 
continue to be inaccessible. A comparison of 
maps 19 and 27 even suggests that a high acces
sibility potential is directly related to a high 
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Map 48 
Mediumterm involvement likely impact model (Groups A and B) 

Landes 
kunde 
und 
Raum 
Ordnung □ 

Boundaries of EC countries 

Boundaries of N.U.T.S. level 2 

Copenhagen 
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Λ Λ 
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Type 1 

Type 2 

Type 3 

Type 4 

Type 5 

Type 6 

Type 7 

Type 8 

Type 9 

D 
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. ■ 

M 
I ! 

Canarias 

«e 
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Combination of economic sensitivity In medium term 
with accessibility potential In phase II 

high economic sensitivity with 
high accessibility potential 

high economic sensitivity with 
moderate accessibility potential 

high economic sensitivity with 
low accessibility potential 

moderate economic sensitivity 
with high accessibility potential 

moderate economic sensitivity 
with moderate accessibility potential 

moderate economic sensitivity 
with low accessibility potential 

low economic sensitivity with 
high accessibility potential 

low economic sensitivity with 
moderate accessibility potential 

low economic sensitivity with 
low accessibility potential 

Source: Spatial monitoring system of the BR.R 
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Map 49 
Mediumterm likely impact model (Agrobusiness) 
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response potential.39 The level of GDP and the 
innovation activities in particular appear to be pos
itively correlated with the accessibility potential. 
These correlations are plausible: a high accessibil
ity potential offers a region the possibility to 
become more tightly interpenetrated with other 
regions, thus promoting economic and technolog
ical development (with a time lag). On the other 
hand, a high level of prosperity and a high innova
tion potential in a region allows it to continue to 
increase its accessibility potential (extension of the 
road and rail network, airport capacity, etc.). 
Potentially endangered regions thus need a higher 
accessibility potential to accelerate structural 
change and to facilitate technological progress. 

Map 49 

Map 49 shows that the spatial picture regarding 
the potential impact on agrobusiness also 
changes little over the medium term. However, at 
the same time, as has already been stated above, 
the likely impact on the agricultural sector, i.e. 
expectations regarding competition or the adjust
ment pressure, will tend to increase after five to six 
years. This means that the need for the affected 
regions to react flexibly to changed conditions in 
the agricultural sector will tend to grow over the 
medium term. 

In conclusion it can be stated that, compared to 
short-term effects, in the medium-term likely-
impact model there are scarcely any differences in 
spatial impact. The regions which are already 
experiencing a greater impact today will also 
remain more strongly affected in the medium term. 
Minor differences will arise, however, as a com
parison of the indices for a few particularly intrigu
ing examples show: 

Regions with increasing interpénétration in 
the medium term compared to EC average 

Sensitive industries Agrobusiness 

Stuttgart 
Bremen 
Central Frankonia 
Braunschweig 
Franche-Comté 
Upper Bavaria 
Lower Bavaria 
Kassel 
Karlsruhe 
Berlin 

Øst for Storebælt 
Berlin 
Dresden 
Dessau 
Chemnitz 
Halle 
Magdeburg 
Hovedstadsregionen 
Vest for Storebælt 
Central Makedonia 

This assumption was confirmed by means of a regression analysis 
whereby the accessibility potential (joint use) was expressed as a 
function of the following indicators: GDP-level, production-related 
infrastructure, innovation potential and S02 emission. GDP-level had 
the highest regression coefficient (0.43), followed by infrastructure 

Regions with decreasing interpénétration in 
the medium term compared to EC average 

Sensitive industries Agrobusiness 

Rhine-Hesse-Palatinate 
Norte 
Luxembourg 
Aquitaine 
West Flanders 

Pais Vasco 
Castilla Leon 
Castilla La Mancha 

The regions experiencing a greater impact over 
the medium term due to the higher level of inter-
penetration with the countries of Central and East
ern Europe include parts of Bavaria, Stuttgart, 
Bremen and Braunschweig, but also the Franche-
Comté region (France). With regard to the impact 
on agrobusiness, the index values for the individ
ual regions only change slightly, and this change is 
solely due to the higher accessibility potential, as 
the indicators for establishing the economic sensi
tivity have not been changed. The new German 
Länder, as expected, are among the strongly 
affected regions. 

However, there are some regions where the 
impact over the medium term will decline in rela
tive terms, even if only to a limited extent. This 
group includes, for example, Rhine-Hesse-Palati
nate, Norte, Luxembourg, Aquitaine and Pais 
Vasco, Castilla Leon and Castilla La Mancha. All 
changes refer to the Community territory as the 
comparative basis, which means a decline in the 
degree of economic sensitivity cannot be stated in 
absolute, but rather only in relative terms. 

5.3. Specification of likely impact 
and evaluation of prototypes of 
regional sensitivity 

The analyses presented in the preceding chapter 
generally give reason to assume that the spatial 
effects of the reform processes in Central and 
Eastern Europe will intensify the processes which 
are presently taking place in the Community.40 

Those regions of the Community which are com
petitive will be fit best to measure up to the chal
lenges and therefore able to derive additional 
impulses for growth. 

The structurally weak regions, in contrast, have 
only little chance of improving their position 

(0.34), innovation potential (0.15) (adjusted 
insignificant. 

0.64), S02 proved 

The dimension of such spatial effects relative to other effects (for 
example, from the Single Market) is likely to be rather small, as the 
shift of the theoretical centre (accessibility index) from Maastricht to 
Darmstadt, i.e. about 200 km south-eastward, suggests. 
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through greater interpénétration with Central and 
Eastern Europe and they run the risk of dropping 
back still further. 

Obviously there is a close correlation between 
interpénétration and response potential, which 
means, in other words, that most regions behave 
as is to be expected. Regions with a high accessi
bility potential had already in the past been 
exposed to considerable competition and been 
forced to undergo processes of structural change 
or benefited from their well-developed infrastruc
tural linkage. Regions with a low degree of inter-
penetration — caused by low economic sensitivi
ty, geographical remoteness or lack of infrastruc
tural links — have been relatively unaffected by 
competition and are therefore less prepared for 
adjusting to changing conditions. 

It is therefore not surprising to find that most of 
those regions which were among the winners in 
the past will draw new additional impetus from the 
opening of Central and Eastern Europe, whereas 
weaker regions will come under additional pres
sure. 

So, the interesting cases are those regions whose 
interpénétration and response potential indexes 
diverge, for they may expect truly new effects from 
the developments in Central and Eastern Europe 
and must conceive and apply new strategies of 
adjustment in order to face up to the challenges: 

(i) If a region's degree of interpénétration is higher 
than its response potential, this means that it 
will be unable in its present condition to cope 
with the new challenges, that it will get under 
additional adjustment pressure and risk to lose 
competitive strength. 

(ii) If, in contrast, a region's response potential 
exceeds its degree of interpénétration, this 
mean that the developments in Central and 
Eastern Europe may open up new growth 
potentials which, however, remain unexploited 
unless the region, in time, develops strategies 
of specialization and adjustment to intensify its 
interpénétration with the countries of Central 
and Eastern Europe. 

In order to identify those regions where the likely 
impact in the medium term deviates from the 
above-described standard impact, we leave the 
relatively rough nine-type grid (see, for example, 
Maps 28/29 and 48/49) and examine the stan
dardized index values for the interpénétration and 
response potential of all NUTS-2 regions of the 
Community. 

Map 50 shows the spatial distribution of these 
types of spatial sensitivity in the medium term.41 

The colouring/marking signifies the following: 

Grey: Average spatial sensitivity. 

Grey: Experiencing slightly negative additional 
impulses. 

Grey: Experiencing slightly positive additional 
impulses. 

Green: Structurally weak type of region with a 
marked need for adjustment. 

Blue: Type of region under strong adjustment 
pressure but with growth potentials 
through structural change. 

Blue-brown-striped: New German Länder (special 
situation). 

Yellow: As yet non-challenged type of region, 
threatened with dropping back from new 
competition. 

Yellow-mauve-striped: Potential climber regions 
with marked growth potentials through 
specialization. 

Red: Strongly competitive type of region with 
additional growth potentials. 

The mauve-striped zone should designate the 
potential climbers, which are likely to profit most 
from the developments in Central and Eastern 
Europe. For, whereas the red-zone group is 
already strongly specialized (services centres, 
research and innovation metropoleses like Greater 
London, Brussels, Ile de France are in this group), 
the mauve-striped group shows only an average 
degree of interpénétration. Consequently, if 
regions of this group respond to the new chal
lenges by forcing specialization they are likely to 
receive the strongest additional impetuses to 
growth (shifting rightward along the diagonal). 

The following observations are significant to avoid misinterpretation 
of the map: owing to the well-known demarcation problems with 
regions at NUTS-2 level there are 'statistical outliers': the very small 
regional entities (e.g. Hamburg, Bremen, Berlin, Utrecht) may have 
been overrated as regards their response potentials since they, in 
fact, comprise only conurbations. The response potential of the new 
Länder, in contrast, should be higher than the statistical ex-post 
analyses indicate (data from 1990 and 1991). At least in the medium 
term one may assume that their economic strength will grow suffi
ciently to allow them to move into the blue or green-blue zone. This 
would still leave them among the structurally weak regions but would 
rank them among the group of other traditional industrialized and/or 
rural regions of the Community. 
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Map 50 
Types of regional sensitivity in the European Community 
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A special position is held by the regions of the yel
low zone: while their response potential deviates 
more strongly from the Community average than 
the degree of their interpénétration, the differential 
is attributable to their extremely low degree of 
interpénétration with Central and Eastern Europe 
rather than to an above-average economic 
strength. Map 50 shows that a large number of 
these regions are typical tourist locations42 (e.g. 
Canaries, Algarve, Azores, Corsica). The low 
degree of interpénétration should therefore be 
essentially ascribable to their low economic sensi
tivity. Indeed, the tourist sector in Central and 
Eastern Europe currently presents no serious 
competition for the Community's tourist locations 
either in terms of economic importance or — even 
more so — in terms of quality standards. This 
implies that the yellow-zone group must maintain 
or strengthen their specialization advantage (qual
ity, niches) in the medium term lest they sag into 
the grey - zone of competitively weaker regions,43 

when competition from tourist locations in Central 
and Eastern Europe will have grown as is antici
pated (see also Chapter 2: extremely high expec
tations are placed in tourism by Bulgaria and 
Romania, for example). 

The true problem regions of the Community in the 
medium term under the conditions of the opening 
of Central and Eastern Europe are those marked 
green and blue in the diagram. Because of their 
very low competitiveness and their — in relative 
terms — higher degree of interpénétration 
(response potential has a lower value than inter-
penetration) they are likely to be exposed to the 
heaviest additional adjustment pressure resulting 
from the developments in Central and Eastern 
Europe. Owing to their structural weaknesses 
(lack of economic dynamism, population de
crease, high unemployment) plus a monostruc-
tured economy similar to that in vast parts of Cen
tral and Eastern Europe, these regions are partic
ularly threatened in the medium term. Unless they 
succeed in substantially improving their competi
tive position they will become the main losers from 
the East-West opening. It was shown in Chapter 2 
that many of these regions are protected against 
direct competition from the East European pro
ducers (by the common agricultural policy, coal 
and steel policy, etc.), however, it is foreseeable 
that indirectly the pressure to adjust will increase 
(see dispute about subsidies/quotas between the 

EC, Poland, Hungary and the former CSFR). 
These regions are likely to suffer further employ
ment losses, weakening of the economy and emi
gration. 

It is true though that the potential loser regions 
(green and blue zones, blue-brown striped zones) 
are not all alike as regards future perspectives. 
While the green-marked regions would only move 
up into the grey-marked zone of likely losers 
(grey -) even if their response potential improved, 
the blue-marked regions may expect more 
favourable perspectives as regards their future. · 
Provided that they manage to raise their competi
tive strength through structural change they might 
attain the zone (grey +++) of those regions which 
may expect additional, even though slight, impuls
es for growth from Central and Eastern Europe. 

The regions of the blue-marked zone include the 
new German Länder (Mecklenburg-Western 
Pomerania is a mixed type of green and blue). 
However, to get out of the group with the greatest 
risk potential, they would have to undergo tremen
dous growth processes in the next few years, far 
above the average required of the other regions of 
the blue-marked zone. It seems rather doubtful 
whether this will be possible in the medium term 
considering the prevailing serious crisis of struc
tural change and numerous unsolved problems 
and bottlenecks (environmental degradation, 
infrastructural deficiencies, see also Part II of the 
study). On the contrary, it is rather to be feared 
that the new Lander's relative locational advan
tage will wane as the relatively advanced countries 
in Central and Eastern Europe make economic 
progress, that they will lose out on foreign invest
ment, for instance, which will go to Poland, the 
Czech Republic and Hungary instead. 

The Greek regions are among the grey-marked 
zone of likely losers (grey -) or even among those 
marked green which are likely to be exposed to 
strong additional pressure. The regions along the 
possible development axis (Thessaloniki-Sofia) as 
well as major seaport locations, however, may 
experience some growth impulses from the 
increasing degree of interpénétration, especially 
between Bulgaria and Greece which is to be 
expected in the medium term, provided they 
improve their competitive strength. 

Exceptions are Madrid and Valencia as well as highlands and islands 
which are included in the yellow group but which are characterized 
by features other than tourism. 
Madrid and Valencia, in contrast, would move up to the growth/ 
climber regions if interpénétration increased. 
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6. Summary and conclusions 

In an effort to summarize the findings of this 
report, the following map displays a joint picture of 
the main spheres of impact analysed in the pre
ceding chapters. 

These are: 

(i) major types of medium term interpénétration 
and response potential of the Community terri
tory; 

(ii) the most relevant present and future transport 
corridors affecting spatial developments in the 
Community; 

(iii) types of region in Central and Eastern Europe, 
crisis areas and major traffic roads; 

(iv) external border areas of the Community and 
their interpénétration 

As can be seen from the map, several main cate
gories of impact can be discerned (see Map 51). 

Critical regions are: 

Green: Structurally weak type of region with a 
marked need for adjustment. 

the opening of Central and Eastern Europe the 
further the process of mutual exchange is pushed 
forward. While at an early stage of this process 
mostly the central and well-off regions take advan
tage, in a phase of pronounced integration, the 
depressed and less developed regions of the 
Community are likely to experience positive 
effects, too. 

Regions under adjustment pressure are mostly 
large parts of Portugal, Spain, south Italy, the 
Greek regions. In these regions structural change 
needs to be accelerated. Regional policy offers 
the means to achieve this. The new German Län
der are in a special situation. 

The potential loser regions (green and blue zones, 
blue-brown striped zones) are not all alike as 
regards future perspectives. The green-marked 
regions would move into the grey-merked zone of 
likely losers (grey -) if their response potential 
improved. The blue-marked regions may expect 
more favourable perspectives as regards their 
future. Provided that they manage to raise their 
competitive strength through structural change 
they could join those regions which may expect 
additional, even though slight, impulses for growth 
from Central and Eastern Europe. 

Blue: Type of region under strong adjustment 
pressure but with growth potentials through struc
tural change, with 

Blue-brown-striped: New German Länder (special 
situation) 

The regions of the blue-marked zone include the 
new German Länder. However, to get out of the 
group with the greatest risk potential, they would 
have to undergo growth processes, far above the 
average required of the other regions of the blue-
marked zone. 

In general, it becomes apparent from the analyses 
presented in this report that the less-favoured 
regions of the Community benefit the more from 

The Greek regions are among the grey-marked 
zone of likely losers (grey -) or even among those 
marked green which are likely to be exposed to 
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strong additional pressure. The regions along the 
possible development axis (Thessaloniki-Sofia) as 
well as major seaport locations, however, may 
experience some growth impulses from the 
increasing degree of interpénétration especially 
between Bulgaria and Greece which is to be 
expected in the medium term, provided they 
improve their competitive strength. 

To avoid massive immigration the EC has a vested 
interest to contribute to economic development in 
Central and Eastern Europe. Moreover, the enor
mous market potential of a pan-European eco
nomic space can only be realized if purchasing 
power in Central and Eastern Europe increases in 
substantial terms. 

The migratory pressure on the Community territo
ry emanating from Central and Eastern Europe will 
remain an urgent problem over the next 10 to 15 
years. 

Even without additional conflicts and crises from 
the western parts of the former Soviet Union at 
least six million emigrants are expected, around 
three million of them would go to the EC, approxi
mately one million to Israel and two million to other 
Central and East European countries (mainly Hun
gary, Poland, the Czech Republic and Slovakia) on 
a permanent or temporary basis. 

It is estimated that by the year 2010 around 1.75 
million migrants from Central and Eastern Euro
pean countries (excluding the former Soviet Union 
and former Yugoslavia), will enter the EC, provided 
that present ethnic tensions do not intensify or 
spread. This estimate includes approximately 
250 000 ethnic Germans and 150 000 Greeks. Of 
the remaining 1.35 million potential migrants 
around one third would probably come from 
Romania, one quarter respectively from Bulgaria 
and Poland and only a small proportion from Hun
gary, the Czech Republic and Slovakia. 

A reduction of the migration potential can only be 
expected if the disparities between the East and 
West are removed and the catching-up process is 
accelerated. 

The expected growth of traffic-related burdens 
presents the affected regions with great problems. 

Considering the rise in trade, transport and traffic 
volumes between the EC and the countries of 
Central and Eastern Europe since the beginning of 
the reform processes, the most likely assumptions 
are that: 

(i) Transport flows on the road will increase five
fold up to 2010 compared with the first half of 
1992 (exports from the EC) and 3.5 fold 
(imports into the EC). 

(ii) Transport flows on the rail will rise four-fold 
(exports from the EC) and 2.5 fold (imports into 
the EC) by 2010 compared with the first half of 
1992. 

The few existing transit routes between the East 
and West will remain completely overloaded in the 
medium term if the appropriate measures for tack
ling transport bottlenecks are not taken. It is 
essential, however, that transport planners pay 
special attention to ecological requirements. This 
applies not only to goods transport (combined 
traffic) but also to passenger transport (high
speed rail networks). New transport corridors 
could lead to the creation of new centres of 
growth. The impact on the respective transit 
regions is, however, very much dependent on their 
response potentials. 

Ecological improvements can be expected if there 
are drastic restructuring and renewal programmes 
in Central and Eastern Europe. Here improve
ments can come about through new environmen
tal technologies, appropriate infrastructure pro
jects and ecologically acceptable energy con
cepts. 

Examples include measures to reduce the sana
tion of rivers due to waste water from coal mines, 
which severely damages water pipes and from 
industrial facilities. For instance, clean-up meas
ures could be drawn up to reduce permanent 
damage to the Vistula, which, where it flows past 
Krakow, has a salt concentration almost as high 
as that of the Baltic Sea. Similar improvements 
can be expected on the basis of existing strate
gies for cleaning up the Elbe, Oder and Danube. 
Ecological lasting crisis areas in which structural 
and environmental problems are often com
pounded, and which have only a marginal degree 
of interpénétration with the West, will hardly be 
capable of overcoming their environmental prob
lems in the foreseeable future. 

While the external border areas of the Community 
will not all feel equally the effects of growing East-
West interpénétration and cooperation/competi
tion from across the frontier, they will generally be 
more affected than other regions. They are 
exposed to heavier environmental burdens from 
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the increasing volume of traffic, at the same time 
the positive effects from the reduction of S02 and 
other pollutants (in rivers) will be felt earlier and 
more immediately than in remoter regions. 

Another decisive prerequisite is close international 
cooperation. In the light of steep Increases of 
transport in the main transit regions, new con
cepts to master the substantial transport volume 
need to be developed. The present emphasis on 
road transport can by no means contribute to tol
erable environment conditions. 

The Community is in need of regional policy for 
sensitive regions coupled with concerted actions 
for economic growth in Central and Eastern 
Europe. 

In the long run, only if structural policies succeed 
in improving the response potentials of sensitive 
regions will the benefits of the opening of Central 
and Eastern Europe outweight the risks for the 
Community. 
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Table 1: Overview on reform measures in Central and Eastern Europe (November 1992) 

Price liberalization 

Banking system/ 
capital market 

foreign trade 
liberalization 

Convertibility 

Foreign direct 
investment 

Poland 

- nearly all prices 
liberalized 

- 90 to 95% of retail 
prices deregulated 

- price controls still 
effective for energy, 
rent and public 
transport 

- new banking laws 
- central bank and 

commercial banks 
- no capital market so 

far 
- creation of stock 

exchange 

- free trade except in 
sensitive products 
(armament industry) 

- new customs tarriffs 
for Imports (0-45%) 

- limited convertibility 
between Poland, 
Hungary, the Czech 
Republic and 
Slovakia 

- internal convertibility 
of Zloty 

- substantial progress 
towards full 
convertibility 

- new investment 
legislation 

-joint venturesand 
100% foreign 
participation possible 

- legislative and 
political guarantees 
for foreign investors 

Hungary 

- 90% of prices 
deregulated 

- three new banking 
laws 

- central bank and 
commercial banks 

- no investment banks 
or development 
banks so far 

- Budapest Stock 
Exchange set up 
1992 (first in Central 
and Eastern Europe) 

- 90% of imports and 
60% of export free 
from restrictions 

-foreign trade 
regulations (quotas 
etc.) apply to 40% of 
consumer goods 

- limitedOonvertibility 
between Hungary, 
Poland, the Czech 
Republic and 
Slovakia 

- internal convertibility 
of Forint 

- Domestic firms 
entitled to hold hard 
currency accounts 

- foreign investment 
legislation further 
deregulated 

- strong investment 
activity by foreign 
enterprises 

- foreign share of 
equity capital up to 
100% permissible 

Czech Republic 
and Slovakia 

- nearly all prices 
excluding energy 
liberalized 

- separation of central 
bank from the 
commercial banks in 
1990 

- capital market is in 
initial stage, 
securities exchange 
set up in Prague in 
late 1992 

- liberalized trade 
laws, free trade 
except in key Items 

- temporary import 
tax (20%) after 
devaluation 

- limited convertibility 
between the Czech 
Republic and 
Slovakia and Poland 
and Hungary 

- one common 
commercial and 
tourist exchange 
rate 

- internal convertibility 
- as of 1 January 

1993 fixed 
exchange rate 
between the Czech 
Republic and 
Slovakia 

- equal treatment of 
domestic and 
foreign investors (de 
facto freedom of 
establishment as in 
the European 
Community) 

Bulgaria 

- Liberalized prices 
except for electricity, 
fuels, basic 
foodstuffs 

- reform of banking 
system started in 
1992 (new law of 
June 1992) 

- internal capital 
market between 
commercial bank 

- Liberalization of trade 
laws, no foreign 
trade regulations / 
barriers 

- EC tariff preferences 
recently introduced 
(most liberal foreign 
trade law in Central 
and Eastern Europe) 

- right to hold and 
trade Western 
currencies 

-since 1991 single 
exchange rate for all 
transactions 

- liberal foreign 
investment law 
adopted in 1992 

-100% foreign 
participation, full 
repatriation of profits 
possible 

- high tax rates 
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Privatization 

Social safety net 

Price liberalization 

Banking system/ 
capital market 

Foreign trade 
liberalization 

Convertibility 

Poland 

- plan for mass 
privatizations tabled 
(protests from the 
population) 

- auctioning of small 
enterprises 

- large-scale 
privatization mainly 
through wlnding-
up/re-establishment 
of enterprises 

- preferential 
conditions for staff 
members 

- national treasury, 
voucher-system 
(population can 
acquire vouchers for 
20 investment funds) 

- unemployment 
benefits 

- social aid 
- establishment of 

institutional system, 
large support by 
churches 

Romania 

- price reform likely to 
be completed in late 
1992 with 
liberalization of basic 
foodstuffs, rents and 
energy 

- banking laws, but 
restructuring process 
hardly started 

- trade in foreign 
currencies among 
banks is possible 

- liberalization started 
in October 1991 

- certain goods are 
subject to 
quantitative 
restrictions to protect 
the domestic market 

- One single exchange 
rate 

-S ince Nov. 1991, 
internal convertibility 
of the Leu 

Hungary 

-Augus t 1992: holding 
for State-owned 
enterprises; 

- 'spontaneous' 
privatization by 
companies or 
investors, 

- active privatization by 
privatization agency, 
numerous joint 
ventures 

- unemployment 
benefits 

- training and 
qualification 
programmes 

- social security benefit 
legislation expected 
for 1992 

Estonia 

Czech Republic 
and Slovakia 

- law of May 1992 on 
large-scale 
privatization 

- 40% of State-owned 
entreprises are sold 
directly (for example, 
Skoda), 

- auctioning or long-
term leasing of more 
than 2 000 SMEs 

-s ince October 1992 
distribution of 
vouchers by finance 
ministry, 

- restoration of 
property to former 
owners 

- unemployment 
benefits 

- retraining and further 
training measures 

- social aid to 
pensioners and 
socially weak groups 

Latvia 

- generally 
deregulated prices 
except for staple 
foodstuffs, energy, 
raw materials and 
alcoholic drinks 
(ration cards for 
some products) 

- introduction of 
national currencies 
(Estonian Crown, 
Lithuanian Lit, 
Latvian Lat) planned. 
Latvia has made 
greatest progress. 
Provisional means of 
payment; coupons) 

-s ince 1 May 1992 
free trade area 
between the Baltic 
States 

- no convertibility so 
far 

Bulgaria 

-May/July 1992: law 
on privatization, 

- establishment of a 
privatization agency, 

- auctioning of 90% of 
all State-owned 
enterprises planned, 

- free-of-charge 
distribution of 
vouchers among the 
population planned 

- unemployment 
benefits 

- old-age pensions, 
maternity allowance, 
sick pay (financed 
from public budgets 
and company 
contributions) 

Lithuania 
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Foreign direct 
Investment 

Privatization 

Social safety net 

Romania 

- legal framework 
established 

- 1 0 0 % participation 
possible 

- acquisition of real-
estate not allowed 

- privatization 
legislation passed, 

- staff can acquire 
10% of enterprise 

- privatization steps: 
1. 45% remain State-

owned 
55% transformed 

into State-
owned stock 
companies 

2. sale of shares to 
public 

- sale of SMEs by 
auction (to nationals 
and foreigners) 
planned 

- unemployment 
benefit funds 

- no social insurance 
or pension funds 
system 

Estonia 

- creation of legal 
basis, 

- establishment of 
State trust agency 
(privatization agency) 

- one-third of small 
enterprises are 
privatized, 

- restoration of 
property or 
compensation to 
former owners 
(effective in all three 
states) 

Latvia 

- allowed to 
participate in 
privatization process 
without any 
limitations 

- legislation not yet 
passed, 

- small-scale 
privatization 
underway 

- privatization via 
vouchers is planned: 
80% of State-owned 
enterprises shall be 
privatized 

- laws on social safety-
of workers passed 

Lithuania 

- laws and regulations 
passed, 

- staff member have 
right of priority to 
purchase shares, 

-s ince August 1992 
114 State-owned 
enterprises (in 
service sector) sold 
by auction, 

- distribution of 
vouchers to 
population, 

- participation in 
investment funds Is 
possible 

Source: empirica. 

Table 2: Road and rail network 

USSR 

Poland 

Yugoslavia 

GDR 

CSFR 

Hungary 

Bulgaria 

USA 

FRG 

Italy 

UK 

France 

Spain 

Netherlands 

Denmark 

Ireland 

Greece 

Portugal 

Luxembourg 

Belgium 

Road density 
(km/km2) 

0.04 

1.00 

0.48 

-
0.58 

0.32 

0.28 

0.54 

1.04 

1.01 

0.92 

0.71 

0.64 

1.37 

1.65 

1.27 

0.48 

0.10 

1.07 

0.51 

Motorway proportion 
(km/km%) 

-
0.06 

0.78 

-
0.72 

1.77 

0.88 

1.23 

3.43 

2.04 

1.42 

1.37 

0.75 

3.69 

0.91 

0.04 

0.14 

3.34 

2.81 

10.34 

Car density 
(passenger car/km) 

-
18.80 

28.22 

-
44.02 

55.30 

41.00 

32.23 

119.23 

-
95.88 

80.70 

35.38 

98.70 

22.49 

8.91 

25.33 

268.24 

68.90 

247.80 

Rail density 
(km/1 000 km') 

8.50 

76.73 

37.10 

129.55 

102.80 

84.17 

36.76 

20.58 

108.41 

53.22 

69.34 

62.28 

24.89 

68.50 

54.42 

27.66 

18.83 

33.96 

104.80 

114.02 

Freight density on rail 
(million net tkm) 

25 94 

3.48 

2.44 

4.20 

6.49 

2.14 

3.29 

7.83 

2.80 

1.33 

0.83 

1.56 

0.92 

1.10 

0.74 

0.30 

0.26 

0.51 

-
2.45 

Source: UN 1992. 
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Table 3: Basic indicators of Central and East European countries 

Poland Hungary 

Output (GDP/NMP)* (% change) 

1989 0.0 - 0 . 4 
1990 - 1 1 . 6 - 3 . 3 
1991 - 9 . 0 -10.0 

"Net material product for Bulgaria and Czechoslovakia prior to 1991. 

Industrial production (% change) 

1989 - 0 . 5 
1990 - 2 4 . 2 
1991 - 11.9 

Employment (whole economy) (% change) 

1989 0.6 
1990 - 3 . 6 
1991 - 5 . 5 

Unemployment (% change) 

1990 5.89 
1991 9.45 
I/92 11.60 
II/92 12.00 

Labour productivity in industry (% change) 

1989 - 0 . 5 
1990 - 1 9 . 5 
1991 - 4 . 9 

Nominal wages (% change) 

1989 291.8 
1990 398.0 
1991 71.9 

Consumer price index (% change) 

1989 251.1 
1990 585.8 
1991 70.3 
1992 > 7 0 * 

* estimated; first half 1992. 

Real wages (% change) 

1989 9.0 
1990 - 2 4 . 4 
1991 0.8 

External debts (million USD) 

Total debt 1990 49 386 
Total debt 1991* 46000 

* Other concept than World Bank, see DIW 1/92. 

- 1 . 0 
- 9 . 2 

- 19.0 

- 0 . 9 
- 2 . 0 
- 6 . 0 

1.26 
6.43 
7.57 
8.65 

0.7 
- 0 . 4 

- 1 0 . 2 

17.9 
28.6 
27.2 

17 
28.9 

35 
35' 

1.9 
- 5 . 1 
- 8 . 0 

21 316 
19 700 

Czech Republic 
and Slovakia 

0.7 
- 1 . 1 

- 1 6 . 0 

1.1 
- 3 . 7 

- 2 1 . 2 

0.3 
- 0 . 4 
- 7 . 4 

0.85 
5.81 
5.58 
4.71 

1.7 
- 0 . 3 

- 1 4 . 4 

2.3 
3.6 

16.4 

1.0 
10.0 
57.9 

> 3 0 ' 

1.3 
- 5 . 8 

- 2 6 . 3 

8 231 
8 800 

Income per capita* 

1989 in 1 000 USD 4.6 6.1 7.9 
EUR 12 = 1 0 0 " 32.4 43.0 55.6 

* In purchasing power parity to current prices based on GDP, see DIW 15/92. 
** Income per head EUR 12 (1989): 14.2 USD. 

Foreign trade with Western countries (% change) 

1990 Exports 30.7 
Imports - 7.8 

1991 Exports 18.8 
Imports 80.9 

21.4 
4.2 

23.7 
34.9 

13.0 
27.6 
10.6 

- 6 . 6 

Bulgaria 

-0.4 
- 1 1 . 8 
- 1 7 . 0 

-1.1 
- 16.8 
- 2 7 . 8 

- 2 . 3 
- 6 . 1 

- 1 4 . 5 

1.18 
7.58 
8.19 
8.61 

2.1 
- 8 . 6 

- 1 0 . 9 

8.8 
31.5 

152.8 

5.6 
23.8 

338.5 
75* 

3.0 
6.2 

- 4 2 . 3 

10 927 
11 000 

5.7 
40.1 

- 1 2 . 3 
- 2 5 . 9 
- 4 9 . 7 
- 6 8 . 6 

Romania 

- 5 . 8 
- 7 . 4 

- 1 4 . 0 

-2.1 
- 1 9 . 0 
- 1 8 . 7 

1.1 
0.2 

- 1 1 . 6 

0.65 
1.84 
3.69 

- 3 . 9 
- 1 8 . 5 

- 9 . 2 

4.0 
10.5 

333.7 

0.9 
7.4 

444.5 
250* 

3.1 
2.9 

- 2 0 . 3 

369 
2 100 

3.4 
23.9 

- 3 0 . 2 
96.1 
13.8 

- 2 . 4 

Sources: OECD 1992c, EC 1992d, WIIW 1992, DIW various issues, empirica Regional Monitor. 
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Table 3a: Macroeconomic indicators of the 

Czech Republic and Slovakia (199092) 

Table 3c: Macroeconomic indicators of 

Slovenia (199091) 

Czech Republic Slovakia 

Area (km
2
) 78 864 

Population (millions) 10.6 

Nationalities (%) 

 Czechs 94.0 

Slovaks 4.1 

 Hungarians 0.2 

Others 1.7 

GDP (billion USD) 24.9 

Unemployment (%) 

1990 0.65 
1991 3.7 

11/1992 2.37 

Decrease in industrial production 

(February 1992/ 

February 1991) (%)  3 1 . 0 

Inflation first half 1992 (%) 11.5 

Foreign direct investments 

(JanuaryJune 1992) (million USD) 358 

Trade surplus 

(JanuaryJune 1992) (million USD) 27.8 

49 035 

5.1 

1.2 

86.6 

10.9 

1.3 

9.9 

1.26 
10.0 
9.35 

■17.1 

12.5 

90 

4.8 

Source: empirica, Regional Monitor. 

Table 3b: Macroeconomic indicators of 

Albania (199092) 

Total population (millions) 

Population increase (%) 

Population density 

(inhabitant/m
2
) 

Social product* 

(1980 = 100) 

Material input* 

(1980 = 100) 

National income* 

(1980 = 100) 

Unemployment (%) 

Total employment 

(1980 = 100) 

Female employment 

(1980 = 100) 

Employment by branches 

of economic activity 

(% of toal employment) 

1985 
1989 
1990 

98590 

1969 
1990 

1985 
1990 

1985 
1990 

1985 
1990 

1990 
1991 

11/1992 

1985 
1989 
1990 

1985 
1989 
1990 

3 050 
3 182 
3 388 

11.1 

71.9 
117.9 

110.5 
113.5 

112.1 
117.6 

108.2 
107.6 

1.92 
3.94 

350400 000 

115.9 
127.8 
126.9 

117.6 
130.0 
124.6 

1980 1990 

 industry 

■ construction 

■ agriculture 

■ services/others 

21.4 
8.7 

49.8 
20.1 

23.7 
6.6 

47.0 
22.7 

Population 

Unemployment rate 

GNP 

Change 

Structure of 

Unit 

million 

% 
billion USD 

% 

production GDP share (%) 

Agriculture, hunting, forestry % 
Mining 
Processing industry 
Electric energy, 
gas and water supply 
Construction 
Trade 
Hotels and restaurants 

% 
% 

% 
% 
% 
% 

Transport and communication % 
Financial services 
Premises, renting and 
business services 
Public service, social 
insurance 
Education 
Healthcare and social 
welfare 
Inflation 

Workers' remittances 

Balance of goods 
Exports 
Imports 

Balance of services 
Exports 
Imports 

Balance of transfer 
Exports 
Imports 

Balance of current 
accounts 

Balance of capital 
movements 

Foreign debt 
Share of foreign 
currencies receipts 

% 

% 

% 
% 

" % 
% 

million USD 

million USD 
million USD 
million USD 

million USD 
million USD 
million USD 

million USD 
million USD 
million USD 

million USD 

million USD 

bnUSD 

% 
Coefficient of debt service % 

1990 

1 998 

4.7 

17.4(a) 

8.3 

4.7 
1.0 

29.8 

2.6 
4.3 

10.9 
2.3 
6.5 
4.5 

10.3 

3.1 
3.6 

4.8 
104 

1 584 

609 
4118 
4 727 

1 202 
1 085 

493 

345 
1 394 
1 739 

248 

181 

1.81 

1991· 

1962 

8.2 

10 

12 

247 

635 

285 
3 855 
4 140 

636 
1 050 

414 

451 
327 
778 

100 

 6 4 

1.78 

35 
15 

(a) Based on the official exchange rate, which overvaluated the Dinar. 

'Preliminary figures and estimations. 

Source: Institute for Macroecnomic Analysis and Development, 
Ljubljana; FAZ: Länderanalyse Jugoslawien; Bayerische 
Vereinsbank: Slowenien; The Ljubljana International Press 
Center: Who? Where? What? in Slovenia; ito Institute for 
Economic Research. 

* At 1986 prices. 
** Total number estimated, Julv 1992. 

Source: empirica, Regional Monitor. 
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Table 3d: Spatial indicators of Slovenia (1991) 

Item Unit 1991 

Territory 
Forests 
Grassland 
Fields and gardens 
Orchards 
Vineyards 

Border length 
Austria 
Italy 
Hungary 
Croatia 
Coastline 

Population 
male 
female 

Density 
Biggest Towns 

Ljubljana 
Marlbor 
Celje 
Kranj 

Employed 
Unemployed 
Transport and Communication 
Modern roads 
Railway track 
electrified 
Private cars 
Telephones 
RAIL TRAFFIC 
Passengers 

Checkpoint Gorizia (Slovakian / Italian border) 
Checkpoints Trieste (Slovakian / Italian Border) 

Goods Transport 
Checkpoint Gorizia (Slovakian / Italian border) 
Checkpoint Villa Opiclna (Slovakian/ Italian border) 

ROAD TRANSPORT 
Passengers 

Checkpoints Cividale (Slovakian / Italian border) 
Checkpoints Gorizia (Slovakian / Italian border) 
Checkpoints Trieste (Slovakian / Italian border) 

Goods Transport 
Road Border Crossings 

With foreign registration 
Checkpoints Fernet (Slovakian / Italian border) 
Checkpoints Pese (Slovakian / Italian border) 
Checkpoints Rabuiese (Slovakian / Italian border) 

City Transport 
AIR AND AIRPORT TRAFFIC 
Air passengers 
Airport passengers 
MARITIME AND HARBOUR TRAFFIC 
Maritime transport 
Harbour traffic 
Tourists (a) 
Hotel beds (a) 

km2 

km2 

km·' 
knf 
km·' 
km-' 
km 
km 
km 
km 
km 
km 

1 000 
1 000 
1000 

inhabitant/km2 

1 000 
1 000 
1 000 
1 000 
1 000 
1 000 
1 000 

km 
km 
% 

1 000 
1 000 

m/km 
1 000 
1 000 
m/km 
1 000 
1000 

m/km 
1 000 
1 000 
1000 
m/km 

m vehicles 
m vehicles 

1 000 
1000 
1 000 

m passengers 

m/km 
m 

1 000 miles 
1 000 tonnes 

1 000 

20 256 
10124 
5 593 
2 471 
363 
216 

1 207 
324 
202 
88 
546 
47 

2 002 
971 

1031 
99 
462 
276 
108 
41 
37 
748 
75 

10 331 
1 196 
56 
565 
685 

1 436 
10.4 

277.7 
4 172 
1 247 
2 420 

6 444 
1 118 
8 498 
20175 
3 440 

19 
11 

2131 (b) 
216(b) 
350 (b) 

168 

1 554 
747 

21 
5 543 
1 137 
27 027 

Source: Statistical office of the Republic of Slovenia; Republic Slovenia - basic development 
Indicators: The Ljubljana International Press Center: Who? Where? What? in Slovenia; 
Center for International Cooperation and Development (CICD; Slovenia your economic partner; 
Reg. Autonoma Friult-Venezia-Giulia; Compendio statistico, ed. 1991 ; ifo Institute for Economic Research 
(a) the 'normal' year 1989 as base (b) 1990. 
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Table 3e: Basic indicators of the Baltic States 

Area 

Population 1990 
urban 
share 15-64 years 

Employment 
Non-State-sector 

Unemployment rate 
Telephones 
Cars 
Real GDP 1991 

Real GDP 1990 by expenditure: 
Private consumption 
Government consumption 
Gross fixed investment 

Real GDP 1990 by source 
Industry 
Agriculture 
Construction 

Real GDP growth 1991 

Real GDP growth 1990 
Industry 
Agriculture 
Construction 

Government revenue 
Government expenditure 
Net foreign assets 
Net domestic assets 

Industrial production 1990 at constant prices 
Fuel 
Electricity 
Chemical industry 
Pulp and paper industry 
Forestry and wood products 
Machine building 
Construction materials 

Textiles, clothing and leather 
Food industry 

Total trade balance 1990 (e) 
Exports 1990 
Imports 1990 

Retail price index 
Average monthly wage 
Minimum monthly wage 

Unit 

km2 

1 000 
% 
% 

1 000 
% 
% 

per thousand 
per thousand 
m constant 

1990 roubles 
-
% 
% 
% 

% 
% 
% 

% change 

% change 
% change 
% change 
% change 

bn. current roubles 
bn. current roubles 
m. current roubles 

% change 

m. constant roubles 
% 
% 
% 
% 
% 
% 
% 
% 
% 

m. current roubles 
m. current roubles 
m. current roubles 

% change 
Current roubles 

Roubles 

Estonia 

45.2 

1.6 
72 
66 

796 

0.3 
225 (a) 
123(a) 

7 099 
7 977 
64.4 
13.2 
23.8 

39.6 
15.6 

7.1 

- 1 1 . 0 

- 8 . 1 
- 5 . 1 

- 1 8 . 0 
- 2 1 . 0 

6.6 
5.8 

4 730 
162.9 

6 670 
2.1 
5.0 
7.7 
1.0 
8.2 

17.0 
4.3 

22.0 
24.5 

- 1 394 
2 068 
3 462 

105.8 
586 

Latvia 

64.6 

2.7 
71 
56 

1.398 
22.5 

6.0 
175 (a) 

11 225 
12 201 

56.5 (b) 
11.0 (b) 
27.4 (b) 

42.4 
18.3 
6.6 

- 8 . 0 

" - 3 . 4 
4.9 

- 1 6 . 5 
- 0 . 1 

10.4 
8.6 

14 872 
- 1 0 1 . 8 

9 730 
0.5 
1.7 
8.2 
1.2 
4.8 

30.7 
3.4 

20.5 
27.2 

- 1 714 
4 1 1 8 
5 832 

157.5 
602 (d) 

Lithuania 

65.2 

3.1 
68 
66 

1 860 
26.0 

0.5 
222 
128 

36 700 (b) 
13 287 

62.5 (b) 
19.5(b) 
28.1 (b) 

31.7 
27.5 
10.4 

176.2(b) 

- 6 . 9 
- 1 . 6 

- 1 1 . 1 
0.2 

16.2 
15.0 

20 291 
196.6 

11 194 

5.5 
4.3 
1.7 
3.8 

28.3 
5.8 

25.8 
24.8 

- 3 520 
4 551 
8 071 

216.4(c) 
876 (d) 

500 

(a) 1990: (b) at current prices; (c) Including services as well as foodstuffs in private stores; (d) Industry; 
(4) at foreign prices. 

Source: IMF: I. Steinbuka: The Baltic States: Estonia, Latvia, Lithuania; Marktwirtschaft: World Bank, 
Statistical Handbook. States of the Former USSR, 1992, ifo institute. 
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Figure 1: Demographic profile (1990) 
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Figure 2: Population growth (198590)* 
(% per year) 
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Figure 3: Telephones per 1 000 inhabitants (1990) 
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Figure 4: Cars per 1 000 inhabitants (1990) 
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Figure 5: Average dwelling space in m
2
 per inhabitant (1990) 
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Figure 6: Eastern European share of Western European trade broken 
down by product (1990) 
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' Above average means that the share of a given branch in EC-CEEC trade (imports/exports) exceeds the share it has in EC total trade. 

Source: OECD 1992, empirica. 
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