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Executive summary

1 Objectives and methodology

The objectives of the workpackagé¢ SNNRA G 2NA It 5AYSyaizy 2F 9! Ly
| 2KSaA2y t2fA080Q 6SNB GKS F2tt26Ay3aY

w To assess the territorial dimensions of seeamnomic restructuring, from both regional and
spatial perspectives, during the transformation period and afteaEtéssion;

w To assess the soceconomic development level and potential in the CEE regions;

w To identify regional strengths and weaknesses in different types of regions with different
reactions to transformation, crisis and EU membership;

w To assess the ingptance of different development factors for various types of CEE regions;
w To assess the role of accessibility and development of transport networks;
w To assess the role of environmental infrastructure in regional development;

w To assess the changes in thatural environment of the CEE regions, policies of
environmental protection and economies of regional sustainable development;

w To assess the possibilities of and measures for diffusion of growth from the metropolitan
centres to their regional hinterlands.

The WP used both quantitative and qualitative methods. For quantitative analyses, methods of
multivariate statistical analysis were applied. Qualitative studies were conducted through case
studies performed in selected types of regions, to exemplify tlotofa and barriers characterising
development in an open, competitive economy.

2 Evidence of analysis synthesis

2.1 Regional disparities and development dynamics, diffusion of development, sources
and factors of regional growth Regional disparities and regnal development
dynamics (Task 2a)

In the researched period (19929010/2011), a weak regional convergence in GDP per capita could be
observed across the macroregion. This was a consequence of dissimilar rates of growth in the specific
groups of countriesand particularly of faster economic growth in the leks/eloped countries (the

Baltic states, Bulgaria and Romaniahich tried to close the gap caused by their delayed
commencement of the transformation and restructuring processgscondly, the conveegce of
regional GDP per capita measured in EUR was enhanced by appreciation of some national currencies.
The scale of convergence was even greater after the 10 capital city regions were excluded from the
analyses(Figure 1). This means that the disparifebetween norcapital regions of particular
countries were narrowing at a quite fast rate, which could suggest club convergence, a process
whereby the income level®f regions with similar structural characteristics tend to become
equalised. It should alsbe noted that theregional convergence process came to an abrupt halt
during the recent financial crisis which began in 2008.
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Figure 1. Macroregional convergence at NUTS3 level measured in EUR 20295
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Source: prepared by the author based on Eatasta.

In terms of the development trajectories showing regional GDP per inhabitant disparities it can be
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and stabilisatior{(Figure2).

Figure2. National ncome level (GDP per capita in EUR) and scale of regional disparities (coefficient
of variation) in 19952010

&0

50 /\./*\V

40 e
—4—BG
=7

=dr—EE
e |\

—e—HU
—— P

Si
20 \LK/ ——SK

10

T T T T T T T T T 1
a 2000 4000 6000 8000 10000 12000 14000 16000 18000 20000

Source: prepared by the author.



In the period when their nominal GDP per capita did not exceed EUR-B,000, a fast increase in
regional disparities could be observed. After this level had been reached, the growth of regional
disparities was considerably slower. At the same time, no decrease in the values of the variation
coefficientof regional GDPas could have been anticipated by thigpbthesis, was observed, even
though the years following the 2008 phase of the economic crisis were quite volatile both in terms of
GDP per capita and changes in disparities of the regional GDP per inhabitant . Furthermore, the
additional panel analysis dinot find any correlations between the rates of economic growth and
changes in the coefficient of variation of the regional incomes. In other words, regional convergence
or divergence processes did not depend on the business cycle at nationalitestist term, while

tend to corroborate Willamson curve in long term

Most countries demonstrated some tendency for regional polarisation of development processes,
although the situation in that regard in the smaller countries was rather st@dtgire3).

Figure3. Regional disparities (NUTS3) in CEE countries in -22a%
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Source: prepared by the author based on Eurostat.data

In addition to the capital city regions, the regions of other large cities represented a robustly
developing group of regions, a feature that was particularly well visible in the countries with
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polycentric settlement ystemssuch as Poland and Romania, efhican point to the considerable

role of metropolisation processes in regional development. There were also some problem areas,
typified by low paces of growth or even economic stagnation in some cases. As a rule, these were
rural regions, most of them lated near the outer, eastern external border of the macroregion as
well as internal borders which were difficult to penetrate owing to the existing physiographic barriers
(e.g. the areas at the RomaniBulgarian border along the Danube).The significanceof
metropolisation processes is clearly visible, and most easily observable in the capital city regions and
regions with other large urban centres (especially in Poland and Romania), driving their fast
development(Figure 4). With such regions excludedom the analysis, we can observe a strong
petrification of the spatial structures, that is a rather uniform development of the remaining regions.
On the other hand, the process of the emergence of poorer macroregions was noticed, especially in
Romania (Moldva), Hungary (eastern and southern parts) and Bulgaria (the regions forming a belt
adjacent to the coastal regions).

Figure4. Types of regions in terms of development level and dynamics 20008

Types
GDP per capita / GDP growth

I High / High (15)
B High / Average (8)
E High/ Low (18)
I Average / High 4)
* | Average / Average (5)
£ Average / Low (4)
I Low/High (16)
B Low/Average (53)
=

Low / Low (88)

Source: prepared by the author based on Eurostat data.

The impact of the financial crisis on regional development in CEECs still remains difficult to evaluate
owing to the dynamics of crisis phenomena and short series of statistical data. On the basis of
available statistics, it can be concluded that the tagiity regions were the least severely affected,
whereas other types of regions were characterised by a patchy nature of this phenomenon.

2.2 Regional disparities and development dynamics, diffusion of development, sources
and factors of regional growth Diffusion of development processes (Task 2b)

The regionalGDPgrowth measured in EUR is correlated very strongly with the national growth rate

(Tablel). In terms of real GDP growth in the national currencies, this correlation is much less visible

and varies depending on the period in question. In some periods (e.g. -P9¥®), the domestic

economic performance had a very strong impact on the rates of growth of all the regions (which
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could be viewed as proof of both the diffusion of development and effiarethanisms for regional
income distribution), but in other periods (e.g. 20R@08), there were visible differences in the rates

of growth of the regional incomes and an observably weak correlation with the domestic economic
trends of the time.

In macrorgional dimension, gradual convergence of the poorer countries could be observed, a
process which is invariably followed by convergence at regional (NUTS3Higuets). However, it
should be pointed out that the scale of regional disparities in relatio@DP per capita still remains
huge. In consequence, the bettdeveloped regions situated in the western part of the macroregion
and the lesgleveloped subregions situated in the eastern part, can still be viewed as quite clearly
separated opposites. Ehobservable diffusion processes assumed a hierarchical form, encompassing
the major urban centres situated in the ledsveloped countries and areas on the one hand, but on
the other, some role of contact diffusion could be observed, also in connectitntie existing
transport system (the role of the main transport corridors).

Tablel. Correlation between change of regional incomes (NUTS3) and domestic economic growth
rate

(A) Change of GDP per capita in EUR (B) Real change of GDP in national
currency (%)

Subperiods R corr. R R
19952000 0.82 68.1 0.79 62.4
20002004 0.85 72.2 0.54 29.5
20042008 0.85 71.8 0.29 8.3
20082009 0.69 48.3 0.70 48.6
19952009 0.74 54.4 0.61 37.8

Source: prepared by the author based on Eurostat data.

Figure5. Global spatial autocorrelation and convergence of regional GDP per capita in EUR 1995
2010*
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Diffusion processes are manifested by the growth rates of the neighbouring regions becoming
similar. This, however, could, paradoxically, further deepen the scale of regional divergence
(separate macroregions of affluence and pove(Byure 6). The GDP rates of growth relativised to

the national average values do not suggest such a spatial impact, which in turn could point to the

KAIKEe WLI GOKeQ ylFriddaNBE 2F GKS 3INRBgGK LINRPOS&aSa

development centes on their direct surroundings. However, examples of both the existence and the
lack of such contact diffusion can be found.



Figure6. GDP per capita [country average = 100]
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Source: prepared by the author.

The types of diffusion were quite strongly dependent on a given sector of the ecoffogure?). In

case of business services, hierarchical diffusion was clearly the prevalent type (metropolisation),
while the industrial sector manifested a mixed (bothrarehical and contact) model, whereas in the
agricultural sector a significant role of contact diffusion could be observed (peripherialisation).

Figure7. Sigmaconvergence (a) and global spatial dependency of regional GDP per capita in EUR in
19952010 by sectors of the economy*
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Source: prepared by the author .

2.3 Regional disparities and dedopment dynamics, diffusion of development, sources
and factors of regional growth Sources of regional economic growth (Task 2c)

When analysing the sources of economic growth regions of the CEE countries in three different
perspectives (A) internatiohanational (B) absolute and (C) relative, firstly, it should be concluded
that regional economic growth was strongly correlated with improved productivity, with the
exception of the model that relativised the regional growth rate to the national avenabere an



increase in the number of new jobs proved to be more important. This means that the flows of
workforce from poorer to more affluent regions had a greater impact on the dissimilarities within
individual countries than the differences in improvingernal competitiveness of regions based on
increased productivity.

Table 2.Sources of regional growth in different types of regiogsnultiply regression*
GDP growth rate: Structural change Change in the | Productivity increast

pp** number of (EUR in %)***

employees (%)

Model A(externalc GDP growth EUR) 0.46 0.84
Model B (internal - real GDP growth in nation 0.19 0.57
currency %)
Model C(internal ¢ GDP growth in relation t -0.20 0.36 0.22
national average=100)
*onlyt SF NBE2Yy Q& NJ O2NNBf A2y O2SFFAOASydGa Fd F ar3ayafTaolyos

** structural change was calculated as a sum of absolute changes of analysed sectors share in GVA pp
*** productivity was calculated as GDP per enyge

Source: prepared by the author.

Secondly, dissimilar sources of economic growth could be observed in different types of regions
(FigureB; Table3).

Figure 8.Types of regions in CEEC used in the research

M metropolitan regions
1 transition regions
[ peripheral regions

Source: prepared by the author.

Metropolisation processes which, as the research found, incorporated many interrelated processes,
proved to be of greatest importance in large city regions. The key such processes include:
development of a modern business services sector (presumably, yrogiivledgebased) and high

tech industry (including branches tapping the existing R&D potential). However, based on these
analyses, it was impossible to determine whether such a situation was caused by exogenous (e.g.
influx of capital, technology trangfeor endogenous factors (e.g. human capital, SMEs, R&D). It
should be assumed nevertheless that it was at least partly due to the inclusion of these areas into



globalisation processes, a development that acted as a magnet that attracted new,-tigtilied
employees from other regions.

Table 3 Potential sources of economic growth in selected types of regions

a) Metropolitan regions
Change in share of public servic| Change in number of emploee Change in labour Correct
GDP (pp) in business services (%) | productivity in industry in| ed R2
growth: EUR (%)
Model A 0.25 0.25 0.78* 0.62
Model B -0.42* 0.11 0.44* 0.52
Model C -0.79* -0.16 0.22 0.55
b) Transition regions
GDP Change in share of industry (pp| Change in number of employeg Change in labour Correct
growth: in simpleservices (%) productivity in industry in| ed R2
EUR (%)
Model A -0.31* 0.18* 0.86* 0.63
Model B 0.05 0.40* 0.51* 0.36
Model C 0.33* 0.23* 0.13 0.18
c) Peripheral regions
Change in economic structure (p| Change in number @mployed Change in labour Correct
in industry (%) productivity in agriculture| ed R2
in EUR (%)
Model A 0.38* -0.25* 0.39* 0.41
Model B 0.19 0.12 0.47* 0.26
Model C -0.27* 0.29* 0.25* 0.21

* explanatory variables statistically significant at a leved &5

Source: own elaboration

In the transition regions, which also include old industrial regions, restructuring processes in industry
played a key part; as a result, the traditional industries lost in significance (which simultaneously was
coupled with the outsourcing of some simgervices) in favour of modern manufacturing branches.

LG akKz2dzZ R Ffa2 o6S y20SR (KFd NBAYRAZAGNARLFT A&l GAZ2Y
situation on the domestic arena, did not necessarily boost their success supranationally. In this
approach, increased productivity in industry proved much more important; its share in the creation

of GVA diminished while the significance of accompanying services was increased.

Accelerated modernisation processes in the agricultural sector, manifeseecelly by decreased
employment, were found to be the key ones required to achieve a relative success. This was fostered
by industrialisation processes which on their own, however, did not guarantee success
supranationally. The location of large urbamtres in those regions was a significant factor as cities
supported the development of business services, which in turn could be viewed as proof of
hierarchical diffusion as part of the national settlement systems.

2.4 Regional disparities and development dgmics, diffusion of development, sources
and factors of regional growth Regional development factors (Task 2d)

Our analyses showed that the development processes taking place in the two broad types of regions
in the CEE countries, i.e. metropolitan amoh-metropolitan, were characterised by a high level of
complexity. Nevertheless, based on the studies and surveys certain generalisations were made
concerning the development trajectories of these regions and the role of the analysed groups of
regional évelopment factors, together with the course of development processes depending on a
given economic situation. Therefore, the summary discusses, firstly, the similarities and differences



of development processes in these two types of regions; secondlyrolkeof individual groups of
factors in economic development processes and, thirdly, the role of the economic context in the
development of CEE regions.

Table4. Regional development and growth of metropolitan regions vs. independent variatges
multiply regression

Independent variables GDP per capita EUR Real GDP change (%) Real GDP change (%)
vs. Indepednet variables | vs. Independent variable vs. Independent variable
baseline year change
2002 2008 | 2010 | 20022008 | 20082010 | 20022008 20082010
R2(adjusted) 0.92 0.72 0.66 - - 0.84 0.90
GDP (per capita) X X X -1.35 -0.10 X X
Unemployment rate (%) -0.13| -0.13 0.07 -0.20 0.01 0.12 0.47
GVA agriculture (%) 0.11| -0.25| -0.57 0.44 0.59 -0.36 -0.29
GVA industry (%) 0.64 0.30 0.29 1.08 1.51 -0.21 0.04
GVA construction (%) X X X X X 0.10 0.49*
GVA simple services (% 0.79 0.50 0.60 1.16 0.42 -0.92** -0.71
GVA business serviceg
(%) 0.67 0.49 0.10 0.88 1.04 -0.23 -0.74
GVA public services (%) 0.39 0.08| -0.14 0.54 0.02 -0.98*** -0.17
FDI stock (pecapita) 0.74* | 0.71* | 1.01* 0.25 -0.11 0.68 0.40%
Migration balance (per
capita) 0.15 0.01 0.26 -0.04 -0.48 0.69 0.40
Multimodal accessibility
(index) 0.05 0.47 0.75 0.56 0.10 X X
SME (per capita) 0.15| -0.12| -0.26 -0.52 0.30 0.73* 0.19
R&D outlays (pecapita) -0.19| -0.35| -0.72 0.44 0.41 0.11 0.03
Higher education
attainment (%) -0.44| -0.62| -0.54 0.09 0.35 0.30 -0.04

* statistically significant values marked in bold (*** 0.001; 0.01**; 0.05%*)
Source: prepared by the author.

In the case of metropolitanegions, their attractiveness for inward capitahs of crucial importance

for reaching a high level of grow{fiables). This could suggest that the scale of internationalisation

of a metropolitan economy and its inclusion into a global space of flowstlheakey development
factor. Such a process was taking place in the conditions of good multimodal transport accessibility,
the presence of an R&D potential and wedlveloped stock of human capital. As a matter of course,
this was accompanied by a numberf @ther phenomena, associated e.g. with structural
transformation (deindustrialisation and tertiarisation of advanced business services). Using a
dynamic approach, we can see that the role of foreign capital in development processes is largely a
derivative of the first phase of the transformation period. Successes of regions in the period of
economic prosperity were mainly visible in those metropolitan regions which had adequate human
capital resources and where entrepreneurship was on the rise. It cassiereed that a new type of
entrepreneurship was at play, associated with informational economy. In the period of the financial
crisis, however, the role of foreign capital was better visible once more time in the metropolitan
regions, together withg paradaxically perhaps an increased role of the construction sector, possibly

a consequence of the increased volume of public investment projects, including thdseeoed

from the EU, which created demassite effects for the local economy.
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Tableb. Regional development and growth of nemetropolitan regions vs. independent variables

¢ multiply regression

Independent variables GDP per capita EUR Real GDP change (%] Real GDP change (%
vs. indepednet variables vs. independent vs.independent
variable baseline year variable change
2002 2008 2010 2002 2008 2002 2008
2008 2010 2008 2010
R2 (adjusted) 0.94 0.83 0.80 0,35 0,33 0.82 0.60
GDP (per capita) X X X -0.02 0.48** X X
Unemployment rate (%) -0.01 -0.07 0.01 -0.06 0.33*+* -0.37*+* -0.18*
GVAagriculture (%) -0.39%+* -0.31x+* -0.22** -0.74* 0.01 -0.22** -0.12
GVA industry (%) -0.26* -0.05 -0.08 -0.50 -0.14 -0.29** 0.02
GVA construction (%) X X X X X -0.14 0.28***
GVA simple services (% -0.17 0.02 0.03 0.00 0.07 -0.19 0.26***
GVA businessservices
(%) -0.14** -0.06 -0.16* -0.29 0.00 -0.03 -0.06
GVA public services (%)| -0.23*** -0.16** -0.20** -0.23 -0.10 | -0.49*** -0.44**+*
FDI stock (per capita) 0.67*+* 0.45*+* 0.44*+* -0.18 | -0.44*** 0.08 0.18***
Migration balance (pef
capita) -0.03 -0.01 0.04 0.03 0.36*** 0.06 -0.06
Multimodal accessibility
(index) 0.08** 0.22%** 0.24*** 0.16 0.07 X X
SME (per capita) 0.43*+* 0.28*** 0.19%**+* -0.57*+* -0.07 0.21** -0.10
R&D outlays (per capita) 0.05* 0.12* 0.18*** 0.16* -0.17* 0.01 0.02
Higher education
attainment (%) 0.01 -0.03 0.01 -0.18* -0.06 0.18** -0.04

* statistically significant values marked in bold (*** 0.001; 0.01**; 0.05*)
Source: prepared by the author.

A much wider mix of factors fostering a high development level and fast growth rate could be
observed in the remaining regiondabled). Just as in the first group of regions, here foreign
investment was of crucial importance, in addition to good multimaaizcessibility, which facilitated

the influx of inward capital and created favourable conditions for the export orientation of the
regional economy. In structural terms, a low share of agriculture in gross value added was of primary
importance in noAmetropolitan regions, with a rather ambivalent/debatable impact of the share of
industry. In the latter case, high labour productivity mattered even more, as proved by an increasing
role of R&D expenditure in explaining the development level of these reghorither endogenous
development factor was the level of SME penetration, whereas the role of human capital stock
measured by the number of people with higher education was not as important. These
characteristics in the baseline year had little bearing oo dievelopment dynamics of these regions,
which can be viewed as proof of their very different development trajectories. The structural factor
in the form of a low share of agriculture in GVA proved to be of cardinal importance. In turn, during
the financid ONAR &aAa GKS NBIA2YyQa YAINIG2NB GAONF OGAODS
smaller outflow of the population than in other regions of this group. In the dynamic approach, fast
development of these regions was also fostered by a growth of ergregurship and increase in the
human capital stock, in addition to falling unemployment and reduced share of public services in
GVA, which suggests that the endogenous factors do play a role. However, the attractiveness of such
regions for inward capitaldgan to matter anew in the wake of the crisis, which was accompanied by

a parallel increase of construction in GVA (most probably thanks to public investment projects).

The analyses found that the development processes of the investigated groups of reginsn
many respects similar. Achieving a high level of development was possible mainly owing to
exogenous factors such as the influx of foreign capital and multimodal transport accessibility (both
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potential determinants of preexport orientation of theregional economies). In the case of
endogenous factors, penetration with SMEs was of cardinal importance, but it was no guarantee of
fast development dynamics. In this approach, a rapid increase in the number of enterprises was more
important, but this pr@ess was visible mainly in the metropolitan regions. It can also suggest the
hypothesis that these were mainly business entities operating in the sphere of informational
economy which were set up in response to emerging market opportunities and out ofsigge
driven by an unfavourable situation on the labour market. Structural transformation also played a
considerable albeit varying role in development processes. In particular, dissimilarities in the
economic structures did not significantly affect thegth of metropolitan regions, although higher
GDP per capita values could be found in those metropolises where deindustrialisation processes
were more advanced. On the other hand, a higher degree of industrialisation could explain the
development level ofmon-metropolitan regions, but less so than the role of agriculture in their
economies. The latter was also of primary importance in explaining the development dynamics of
regions, manifested by a slower development of agricultural regions. In additimsetmon
metropolitan regions were performing better where the role of agriculture and industry, with its
traditional sectors, was decreasing.

The main differences between the identified groups of regions included the role of human capital
and interregion&dmigrations. In this respect, metropolitan regions represented growth poles which
trained highlyqualified specialists on the one hand, and on the other served as destinations for the
migration of students and other wed#lducated individuals from noemetropolitan regions.
Interestingly, the share of people with tertiary education played a more prominent role in the
regions from the second group achieving a development success than the increase in the number of
new SMEs, a factor which was of greater sigaifce in metropolitan regions.

In terms of regional development, the fundamental difference between the period of economic
boom and economic slump was the reduced role of endogenous growth factors (especially an
increase in the number of small and medismed enterprises), and of structural factors, associated
mostly with a decline of traditional industries and agriculture, which were superseded by exogenous
factors such as the inflow of inward capital and expansion of the construction sector, accothpanie
by the supposedly leading role of public investment projects, including thodmarmced from the

EU funds.

2.5 Development paths of different types of regions based on case studi@&sccessful
restructuring regions (Task 3a)

The first and foremost concdion from the study of successful restructuring regions is that, in
general terms, the scale of success in{meetropolitan regions is relatively small. Only some of these
regions have been able to maintain or slightly improve their position relativegmétional average.

This is due to the burden of their industrial heritage, coming mostly in the form of traditional
industries, and also due to the lack of any significant investments into-tbah industries.
Furthermore, development is hampered by thact that they have to incur considerable costs
associated with the management or reclamation of piogtustrial sites. At the same time, the labour
markets are as a rule rather inflexible and require substantial outlays to be made on the retraining of
the pool of labour, all this resulting in relatively high unemployment figures.
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It is predominantly external factors, mostly in the form of high FDI volumes, that play a key role in

the development of this particular group of regions. It should also be nttatl the linkages of

foreign companies with the local enterprises are usually weak, whereas large international
corporations tend to build their own supplier networks on a scale going beyond a given NUTS3
region. Another significant type of public extetnatervention is the centrabudget financing of

various institutions, particularly universities and colleges, which on the one hand create new jobs,
FYyR 2y (GKS 20GKSNJ NBillAy GKS 201t addRSyda w2y
Transfes from the central budget also play a role; these funds are typically intended to address
various social problems accompanying the restructuring processes.

The role of endogenous factors in the development processes in those regions is relatively small. This
is due, firstly, to the relatively modest R&D potential, especially when compared to the capital city
regions. This is true both about the public andvate sectors. In contrast, the scale of development

of the local enterprise is quite varied, with a predominance of microbusinesses operating in
traditional sectors, mainly in the field of simple services. The number of active and relatively
successful SMHs relatively small.

As regards public policies, welkkveloped cooperation between different groups of actors plays a
significant role as it facilitates the success of the adopted strategic measures. On the other hand, a
rather traditional approach texternal intervention could be observed, with emphasis placed on the
development of physical infrastructure (including transport and social infrastructure), and not on the
economyoriented thrust of these policies. This was reflected in the prevalentyessed opinions

that large, centrally funded investments carried out as part of sectoral policies are of greater
significance for regional development than strictly regional policies.

2.6 Development paths of different types of regions based on case studigsrder
regions (Task 3b)

The main conclusion that can be drawn from the case studies of the border regions is that their
peripherality, viewed not only in the spatial but primarily in the economic terms, has increased even
further. This peripherality combes structural backwardness (typically involving a high share of
agriculture in the labour market), resulting in the prevalence of lgudid jobs for people with low
qualifications, accompanied by the lack of positive agglomeration effects due to teaabsf big

cities and considerable dispersion of the population. In consequence, their position relative both to
the major development centres in individual countries and to the national average values visibly
deteriorated in the analysed period. It shdudlso be noted that there exist considerable differences

in a variety of spheres between the regions situated along the eastern (external) and western
(internal) border of the macroregion.

The following can characteristics be observed in particulad im@lborder regions situated along the
EU external border:

1 The border is of pivotal significance for seemnomic development processes (major role of
border trade, accompanied by opeir (marketplace) trading being replaced by modern
shopping centresyell-developed market services (transport, logistics, hotels and restaurants)
and public services associated with border services and -brmsker interactions, which offers
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through the expansion of the grey economy;

1 The local companies focus on gaining sHertn profits dependent on the conditions of trade
exchange with the neighbouring country, which is accompanied by a low propensity for pursuing
longterm investment strategies, in effect resulting in the relatively low competitive edge of
these companies;

I These regions are not attractive locations for FDI owing to the low quality of the human capital,
which also hampers endogenous development given the é&ffectiveness of the education
system (including weak higher education institutions) and very poorly developed R&D sector.

As regards the characteristics of the regions situated along the western border, operating under the
Schengen regime, they are pradinantly as follows:

1 The border location plays a lesser role in the development processes here than in the eastern
regions, but has a broader impact which includes ctumsler trade exchange, FDI and market
services in tourism (incl. shopping tourismit lvith a reversed direction of flows regarding the
latter (trips from CEE countries to Germany, similarly to commuting to work), and development
of other directions of linkages (e.g. Russian tourists in Karlovy Vary);

1 The direction of structural changesvaried, and accompanied by greater reindustrialisation (e.g.
b! ¢{ WSEtSYyAlI DsN}tO GKIFIY GSNIAFNR&FGAZ2Y LRGSY(GA

1 The regions show limited albeit discernible attractiveness for FDI, but demonstrate similar
problems associated withnelogenous growth as those observable in the regions located along
the external border, which are related to the weaknesses of the education system and the R&D
sector.

One feature that the border regions have in common regardless of the type of the baaiethe
distinct orientation of the local strategies on satisfying social needs (public services, transport
infrastructure), coupled with a highly emphasised role of tourism in local development processes
(which is apparently overestimated in the eastesgions, while the actual potential in this sphere
seems to be greater in the western regions). On the other hand, the local and regional authorities
lacked breadth in their visions of development, also for the entire subregion (with an observable,
poor functional integration of the regions in question). This also applied to the linkages between
various actors involved in development processes, especially between public authorities and the
enterprise, R&D and education sectors.

The position of the analysaggions against the backdrop of the pursued regional policies was rather
varied and to some extent depended on the degree of their autonomy within the national
administrative structures. In particular, this was associated with the risk of being threatened
marginalisation in a situation when a given subregion formed a part of a bigger region (NUTS2). What
is a more serious problem, however, is that the effects of external intervention in the border regions
(including the Cohesion policies) are largelyitieh to improving the living standards of the
population, while its economic results are extremely modest, being confined to demand effects
(stimulating economic performance locally through infrastructure projects). Moreover, the funds
made available forhte development of crosborder cooperation were rather scanty, which usually
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means that the effects of such cooperation are disproportionately low in comparison to those of the
Cohesion policy.

2.7 Development paths of different types of regions based on casedies: Regions with
a concentration of social problems (Task 3c)

The main conclusion from the research is that structural social problems, associated with the vicious
circle caused by ineffective economic restructuring and in effect weaker adaptatieonod regions

to the new socieeconomic situation, are of a permanent nature. This results in a poor condition of
the labour market despite considerable improvement nationagyvhich on the one hand drives the
migration of the most enterprising individls and on the other leads to some of less resourceful
residents becoming dependent on social welfare. In consequence, such regions are not attractive
locations for inward investment, and their potential for endogenous growth is as limited. It can also
be concluded on the basis of the remaining case studies analysed as part of the project that many
social problems, visible in their regional concentrations, is shared by alinetropolitan regions. In
particular, this applies to labour market problems whante difficult to resolve due to the fact that
increasing productivity, and not an increasing use of the pool of labour, is the main driver of
economic growth. In addition, the labour markets of many of the analysed subregions are poorly
integrated and comuting to work is still underdeveloped, which leads to the emergence of enclaves
concentrating social problems, particularly in rural areas. Such enclaves, however, may also be found
in cities, also as a result of the presence of ethnic and national coritiesin

Regardless of labour market problems, access to basic public services in the problem regions is
relatively easy, thanks to substantial transfers from the central budgets. The encountered problems
are associated mainly with higher education, with atge consequences in the form of young
people leaving for major cities to attend university, which, coupled with rather bleak career
prospects locally, as a rule leads to a permanent migratory outflow. At the same time, the main
sources of social inequa#is are connected with the place of residence, age, and belonging to an
ethnic or national group.

In the short term, programmes implemented with the EU financial support played a significant role,
facilitating the implementation of regional and nationstrategies associated with social goals. In
particular, they were successful as regards improving access to public services, whereas their impact
on the labour market situation was much weaker, with a low effectiveness of training programmes
and courses.

2.8 Role of transport infrastructure in development processes (Task 4)

The role of infrastructure (transport in particular) is a subject of growing disputes. Most researchers
nowadays tend to agree that transport infrastructure (widely: infrastructure in gahds not a
sufficient, but necessary condition of development. The study in question also seeks to find an
answer to this problem through the analysis of the lasty@ar developments in Central and Eastern
Europe countries (CEEC).
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The main findingfsare the following:

1 Most of the investments supported by the EU are related to road infrastructure
development;

1 Most financing was used in the 20@013 programming period;

9 Linear infrastructure seems to have a higher impact on the early development level.

2.8.1 Road infrastructure:

Figure9. Part of the road infrastructure section covered by the investment
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2 The main findings and recommendations are based on the research reporPrbfy Tomasz
Komornicki
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The EU supported infrastructure concentrated in the western part of the CEEC;

Distribution was conditioned by the previous statedefvelopment;

In the Czech Rep., Slovenia and Hungary, basic road networks are nearing closure, while in
the other countries significant large deprived areas remain (part of Romania,-nwegtern

Poland, Latvia and Estonia) (territorial disparities carj

1 Most progress has been achieved in the network integration of the CEEC with the older
Member States (in particular Polai@ermany, Czech {&ermany, CzeeAustria and
BulgariaGreece);

= =4 =
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9 Progress is noted in similar improvement between some CEEC (R@laedh R., Hungary
Slovenia, HungafiRomania, Sloveni@roatia);
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1 The analysed investments did not contribute significantly to development across the Baltic
states, Bulgarid&ramania, Hungary and Slovakia, Poléldvakia;

1 There is little improvement with linkages across the external EU border (except for the
connections with Ukraine, Turkey and Belarus);

1 Most effective (in terms of reducing the travelling times) was the suppmrinvestments
linking the primary centres in Poland, Czech Republic and Bulgaria, while in relation to outer
links, in all the countries except for the Baltic states.

2.8.2 Rall infrastructure:

1 All the support was allocated to modernisation projects;

9 The sca of modernisation was highly differentiated territorially;

1 Railway projects featured a higher degree of concentration than road ones;

1 Geographical pattern was proportional across the CEECs (internally);

1 Improvement was observed in particular among tfeS i N2 LI2f A aSa 2F GUKS =,
countries (CZ, HU, PL, SLO) and Slovenia;

1 Bulgaria, Romania and the Baltic states remain isolated from the EU and CEE modern railway
system.

2.8.3 Air transport infrastructure:

1 The only new airports constructed with the EU gag were located in Poland (Modlin and
Lublin; in both places former runways and other infrastructure were used);

9 All other projects involved renovation or construction of new terminals;

1 In larger airports (Warsaw, Budapest, Sofia), the outlays incretsedhroughput of the
runways and the terminals, allowing for the development of new connections and improved
service quality;

1 In case of most regional airports, the supported projects were mostly oriented ortdstv
carriers, whereas the economic praifbility of these projects and of the respective facilities
remains problematic.

2.8.4 Infrastructure development, economic advantages and accessibility:

w Relatively cheapest investments in Poland;

W Most investments were concentrated in the zones located in thetam and central
parts of the CEEC (plus southern Bulgaria);

w Statistical dependence level of investment outlays and changes in GDP (in relative terms)
¢ the effect was not measurable;

w Statistical dependence on absolute changes in GB@ak reverse depatence;

w Most investment outlays were made in highest development areas, which makes this
policy rather reactive than proactive;

w Effectiveness of investments (measured by investment cost to the GDP growth in 2003
2010) shows lower levels in Hungary, west&mech Republic, central Poland; higher
levels in western and southern Poland, Romania and Bulgaria;

w Metropolises are the main beneficiaries of the investments (strengthening their position)
located mainly in the triangle TimisoakgubljanaWarsaw;

w Easternborder (external) is a limiting factor;

w Islands of better potential accessibility thanks to the investments made: Warsaw,
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