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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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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 interpenetration 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 compe! 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,
infrastructural backwardness, ethnic tensions and
serious environmental degradation, to mention
just a few — are obstructing the smooth and
speedy progress of interpenetration.

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?

(i) 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?

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

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

(v) Wili 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
























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 confiict.

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 1a, 1b and 1c).

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 1980 (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 1992¢c, OECD 1993a, EC
1992d, EC 1992¢)

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 1a).

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 1c).
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 1c).

Table 1a: Growth rates of GDP, 1990-92

(percentage change)
GDP — Growth rates

Country 1990 1991 1992

Hungary -5.0 -10.2 -

Poland -11.6 -7.0 -
Czech Republic

Slovakia 0 -16.0 15.0

(first quarter)

Bulgaria -11.8 -22.9 -

Romania -7.4 -13.0 -

Slovenia -8.3 -12.7 -

Croatia -10.2 -234 -25.0

{March)

Albania -13.1 -30.0 -11.0

(June)

Estonia -3.6 -10.8 -30.0

Latvia -0.2 -79 -30.9

{June)

Lithuania -5.0 -12.8 -35.0

{(June)

Russia 0.4 -9.0 -14.0

(first quarter)

Ukraine -3.0 -10.0 -18.0

{first quarter)

Source: OECD 19933, EC 1992e.

' No data are available for Hungary, Poland, Bulgaria, Romania and
Slovenia.
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Table 1b: Level of GDP, 1991

Total GDP GDP per head

Country 1991 1991

(million ECU) {ECU)
Hungary 24 690.4 2308
Poland 62 415.0 1753
Czech Republic and Slovakia 26 459.2 1729
Bulgaria 6345.0 705
Romania 23493.3 1054

Source: OECD 1993a, empirica.

Table 1c: Unemployment and inflation,

1990-92
Unemployment Consumer price index
rate compared to previous year
1990 1991 1992 1992 1990 1991 1992
{third quarter)

Hungary 1.7 85 101 127 289 350 19.6
{June) {Jan.-June)
Poland 6.3 11.8 126 13.6 2493 60.3 39.0
(June) {June)

Czech
Republic/ 1.0 7.0 50 6.2 10,0 58.0 6.0
Slovakia (July) {June)
Bulgaria 1.7 10.2 125 16.8 216 3335 1128
(May) (Jan.-June)
Romania - 29 54 78 - 3445 2220
(May) (Dec.'91/Aug."90) {Jan.-May)
Slovenia 6.9 10.1 10.8 - 550.0 118.0 277.0
(May) (Jan.-Juty)
Croatia 92 154 176 - 7100 222.6 4843
(May) (Jan.-June)

Albania 8.6 50.0 70.0 - - - -

{June)

Estonia - - 07 - 17.2 260.0 1156.0
Latvia - - 1.6 - 10.56 172.2 700
(July) {June)

Lithuania - - 1.1 - 8.4 224.7 1000.0
{June) {June)

Russia - 01 0.2 - 50 904 875
{March) {Jan.-June)

Ukraine 00 0.0 0.0 - 40 840 7750
{first quarter)

Source: OECD 1993a, EC 1992¢e .

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

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.? The conse-
guences 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).

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, Wirtschaftswoche
22.5.92).

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

2 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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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 State-owned enterprises
— have now largely ceased to apply.

Table 3: Trade balance and foreign debt,
1990-92

{billion ECU)

Trade balance Foreign debt
1990 1991 1992 1990 1991 1992

Hungary 0.2 0.2* 0.5 17.0 18.2 17.3

(May) (April)
Poland 1.8" 0.1 0.7 37.3 37.5 -
(June)
Czech
Republic/ -0.6 0.7 0.2 6.5 7.4 7.3
Slovakia (firstquarter) (first quarter)
Bulgaria 0.6 0.0 0.2 8.0 9.1 9.6
{first quarter) (April)
Romania -14 -11 -06 0.2 1.5 2.6
{June}
Slovenia -05 -02 -0.2 - 1.4 -
(June)
Croatia -12 -03 0.2 - 2.1 -
(June)
Albania -01 -02 - 0.3 0.4 -
Estonia -01 -041 0.0 - 0.3 -
(June)
Latvia -02 -02 0.0 - 0.6 -
(June)
Lithuania -1.6 -0.1 - - 0.8 -
Russia 1.9 5.8 0.4 30.4 32.1 34.7

(June)
Ukraine -0.8 1.6 - - - -
* In convertible currency.

Source: OECD 1993a, EC 1992e.

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 Siemens-Martin 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 60-65%, the efficiency of gas production is
extremely low in comparison to the Western stan-
dard of 85-90%. In addition enormous amounts of
raw materials (30-40%) 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.

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 price-cost-ratio 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 faling by half in the first half of 1991
compared to the previous year as a result of a lack
of imports of animal feedstuffs (AGRAR-Europe
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 anc 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 conseguences 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).

Progress on the path of reform

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

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

(i) liberalization of external trade;

(i) 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

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;

(i) currency convertibility;

(i) 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.

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 1992¢).
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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 2 800 enterprises have been
placed under government supervision and restruc-
tured, and shall be privatized by a later date to be
fixed yet (EC 1992¢).

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 1890), 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, vet
the banking sector is still comparatively underdevel-
opedy); 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-19891 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 Ldnder 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 bilion 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
stil 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’,? 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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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 agricuiture (see Map 6).

Using this concept it must be noted, however, that
the current economic problems of the rurai 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.*

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 Slovakiz) 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, Shkodér, Durrés)
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

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

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 industry® (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

* 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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are active in trade and commerce (see Figure 7).
(OECD 1992¢)

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 fuffill 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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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.

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

Eastern Eurcpe 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

The deficiencies in the spatial development in
Centrat 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.

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 twoc-
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 km3), in Hun-
gary (84.17 km/1 000 km? and in Poland (76.73
km/1 000 km?) which rank far ahead compared to
other European countries (see Annex) (United
Nations 1692}, 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-

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.

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 Zilina-
Kosice-Clerna to Tisou/Cop in the direction of the
Ukraine or from Prague via Brno-Bratislava-
Komarno-Sturovo 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-Maimé and
the route between Prague-Plzen-Domazlice-Ceska
Kubica-Furth im Wald are also important. The major
corridor to Austria is Prague-Tabor-Ceské Velenice/
Gmiind-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/
Goriitz 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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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 L'vov 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, Chernovtsozy 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,
Liepaja (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 (Bajz&).
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 Unicn 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 Lénder. 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 aresult, the rail-
ways would greatly improve their competitiveness
vis-a-vis the roads on distances of 200 to 800 km in
the UIC’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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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 11¢). 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
litte money went into investments to modemize
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 ail countries
provide for the improvement of inland navigation
as a mode of transport. Hungary plans to expand
the ports of Gydr, Nagytétény, Szeged, Baja and
Dunaj-Varos. To finance the projects it is planned

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

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 Rugen. 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
(taly) 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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Sarande 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. Especialy 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 abovementiored 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 m? 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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