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Abstract

The problem of unfinished unification of East anest\Germany is still very important even thoughBbdin
Wall fell 20 years ago. The objective of this paigatiagnosis of unification of East and West Genna
economic structures. The analysis refers to peftioch 1991 till 2008. Diagnostic procedure was apglin the
research as well as the analyzed issues were lthgieaplained and statistical and monographic methavere
also applied.
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1 Introduction

The year 1989 saw the crumbling down of the Beslall, and in 1990 took place the
German unification. These events initiated systeamd structural transformation in the
economy of the Eastern lands, for which the legahtlation were the two acts: National
Agreement $taatsvertray of the 18 of May, 1990 [1] and the Unification Treaty
(Einigungsvertray of the 3% of August, 1990 [2].

The creating of the monetary, economic, and sagi@n between West Germany
and East Germany was recorded in the first of th€ke monetary union meant that East
Germany assumes the West German mark as its cyrnemic of account, and store of value.
The exchange rate was differentiated with respeabject and nature of credit and debt. In
effect, the average rate of 1,8:1 meant devaluaifahe East German currency with respect
to the official rate, and revaluation with respexthe market rate [3], [4]. Subsequently, this
had negative repercussions for the competitiveaeEmst German enterprises, and in reality,
it was also one of the factors of deindustrial@atof the economy. The record regarding
economic union meant, for that matter, that DDRuasss and accepts the instruments of
economic policy applicable with the logic of thecsd market economy, and especially, that
it shall be obliged to create the framework cowdisi for the development of free market and
private economic initiative. [5]. Then, the soaision was concerned with the acceptance of
the rules of labour market order and system ofatosecurity (old age benefits, health
insurance, accident insurance, unemployment benafid healthcare security). Formally
speaking, the unification took place on tH8 @& October, 1990 by right of the Unification
Treaty, when “...DDR acceded the Republic of Fed&atmany...”(, ... Beitritt der DDR
zur BRD...”, art. 1,Einigungsvertrag[6].

From that time, the economic structures of the farEast German lands are under the
influence of the processes of real and system cgewee, where, at the same time, they are
under the influence of the processes of globabraéind European integration. These forces -
the system transformation, real convergence, gloditgdn, European integration — determine
the transition which undergo the structures of potidn, employment, finances, and other.
Isolating of one of the causes of structural tramaftion is almost impossible. This is so,
since national economy is a complex system, in kvipiarticular elements interact, there is
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also interaction observed between system and elsmand element forms impact on the
final outcome of the system, as a whole. Henceattatysis of structural transformation takes
place always in a larger scope, which comes toym®darious economic theories.

The article shall outline certain selected theoatti aspects of structural
transformation, then, an attempt of diagnosis db&lnade of the condition of the cohesion of
the economic structures (the structures of prodortof the East and the West lands of
Germany. The analysis covers the period of the syd®91 — 2008. Diagnostic study
procedure was made use of and the phenomena umdgrgnalysis were given logical
explanation. Statistical methods and monographithatehave been applied.

2 Economic structures — selected theoretical aspsct

The structure of national economy is a relationdbgtween its elements and the
economy as a whole, as well as any relations betwiseindividual elements [7]. The
structure understood in that sense may be regdrdedthe real and regulatory side, alike.
This dual approach to national economy was sugddstel. Kornai [8]. Real processes are
material processes, the essence of which are chamgke natural magnitudes in the sphere
of production, trade, and consumption. They areceored with the processing of the factors
of production into goods and services, their sterdtansportation, and usage. On the other
hand, the processes of regulation are thinking gz®es, i.e. perception, communication, as
well as processing of information and preparatibdezisions.

Due to the above, structural transition which tag&sce in a long run, as well as
transition essential enough to exert influenceh@ngconomic system as a whole, we relate to
the real and regulatory spheres, jointly. [8, pl. T®e structure of the economy understood
like this, is, then, broken down to the followingés of structures :

» structure of creation and distribution of natiomalome

» structure of production capital

e structure of employment

* ownership structure and relationship between thdipand the private sector.

If, in turn, structural transition relates to justaterial elements of the economic
system, then, we refer them solely to the real ph€his study approach incorporates
analysis of macroeconomic structure, i.e. produactioits most aggregated form, as well as
international trade and the sphere of distributibang term changes in macroeconomic
structures mean:

* in relation to production — changes in the quati#arelationships between sectors or
divisions of production,

« in relation to international trade — changes in nitagles, direction and object of
foreign trade,

e in relation to distribution — changes undergoingwaen group and individual
consumption patterns, investments and exports.

Structural transition are changes accompanying precesses of economic
development, since they evoke both, quantitatind, gualitative changes of the elements of
the economy, and they modify the interdependenoetw/een individual elements and the
elements and the whole lot of the economy. Theigtiake structural changes take place
through increased efficiency of management, intctidn of new technologies and new
products, whereas, quantitative structural chamglase to changes in production magnitudes
and numbers of economic enterprises.

The regularities of the shaping up of economiccétmes and structural transition are
backed up by several economic theories, since tiselack of a single comprehensive and



3 Central European Conference in Regional Scier€@ERS, 2009 —-170 -

cohesive theory relating solely and exclusivelyttie structures and their changes. Most
adequate for the studying of structures seem to be:

» theories of economic growth (e.g. W. Rostow’s tlgeof developmental stages,
C.Clarc and J. Fourastie’s three sector theori{uiznets study) [9]

« modern international trade theories: technologigap theory, product life cycle
theory, intra-branch trade theories, concept of mamative advantage, concept of
advantage in virtue of possessing of products aotbfs of production [9;10],

* institutional economy and transaction costs th¢ayy

Due to the above, the factors of structural tramsédions may be classified as: a) supply
factors, b) demand factors and c) institutionakeysc factors. And wide array of factors
should comprise: [9, pp.38-46]:

* level and rate of economic development

» dynamics and nature of economic growth,

» dynamics and structure of national income distrdnyt

* organizational progress,

» transfer and diffusion of technologies and innawatg

» structure, magnitude, and directions of internatidrade,

* changes in nations’ stock of the factors of productand especially, qualitative and
guantitative changes in the stock of labour force,

* microeconomic calculus,

» structure, directions, and magnitude of consumption

» structure, magnitude, and dynamics of investments,

» external economic and socio-political climate getest by globalization and
economic integration,

» social and cultural factors.

Moreover, a really important factor behind struaturansformation is economic policy, and
especially, structural policy, which is its intelgcamponent. It is about such general issues as
institutional and systemic solutions leading therexnic system in a direction of desirable
structures, fostering by organs of public admiatshn of structural changes in the economy
with a view of consolidation of high rate of growthnd increasing international
competitiveness. In particular, action of publicraistration should encourage the processes
of restructuring and of structural development. Whaneeded, then, is structural policy, both
offensive (stimulation of the market in order tdieate desirable changes) and adjustment
type (strengthening of the market and counteringreal effects), and from the perspective of
long term development, defensive policy is inadégllocking of market action, countering
the effects of the market processes, e.g. deferafimgrtain selected sectors in decline). At
the same time, one should keep in mind that on eacht, the objectives of structural policy
are closely linked to macroeconomic objectives otiyes of magic polygons) and that they
depend on economic development level and on congiibf development.

The evaluation of structural changes may take plsite the use of political and
economic criteria. The latter shall be discussetare [7, pp. 25-27]. Economic evaluation
of structural changes means:

e qualitative analysis of direction and pace of clengn production. Qualitative
measures of structural changes are linked to tfectafeness of management, e.g.
capital intensity, fixed assets productivity, intreent effectiveness, material intensity
and power intensity of investments .

e (uantitative analysis of direction and pace of gesnin production. Quantitative
measures of structural changes are used for tlealahg of changes in quantitative
relationships between elements of economic strastsmgled out from perspective
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of certain specific criteria, e.g. magnitude andhaiyics of GDP, production,
consumption, industrial contribution in the creatiof GDP, foreign trade break
down, employment break down.

e analysis of efficiency and effectiveness of ecoroimstitutions, i.e. searching for the
causal-result dependencies between certain spemBttutional changes and
structural adaptations. This analysis, eventhoughly attractive for cognitive
reasons, is very difficult to perform due to metblogical reasons.

The complexity, multi-aspect nature, and exterthefproblem of economic structures
and their transformation does not let us to perfarrnomprehensive analysis here in this
article. Due to this reason, going after the cogaitmotives, the analysis covered
macroeconomic indications and measures understoacdroad sense, pointing to the fact of
structural adaptation of the former East Germandao the structures of the West German
lands. Moreover, some more light has been shedherséctorial break down of production
and its dynamics.

3 Economic unification of East and West Germany

In a way, it is obvious that the initial conditioabthe commenced in the East German
lands in the year 1990 process of transformatiorewery difficult. The structure of the
economy, and most of all, that of the industry as whaped in East Germany was typical for
the socialist countries, and in that sense, comlylehadequate to the requirements posed
before effective and modern market economies. k®mEast German lands the characteristic
traits were: the technology gap, poor telecommuimna and transport network, worn out
machinery stock, and sectors producing low-prockggmds being in the prime. The East
German industry failed to satisfy the country’safidemand, it was also uncompetitive on the
world market of highly-processed goods [11]. Thieampetitiveness was further embedded
by the monetary union and the process of rapid legi@n of pay, in effect of which,
enterprises lost their cost advantage, as labadaugtivity increase did not follow.

Economic changes were accompanied by demographitgels. The transformation
shock, favourable perspectives of living and empplegt conditions in the West German
lands were factors spurring on migration. During thst 17 years the population of the
former East German lands decreased, dramaticaity Saxony-Anhalt by almost 20%, in
Saxony, Mecklenburg, and Thuringen by approx. 18%@ in Brandenburg by 5% [12]. In
total, the population of the former East Germartd$awith respect to the West German lands
was in the year 2008 by 4 per cent lower than enytbar 1991 (table 1). Hence, we speak of
the transfer of the human factor from the Eash&oWest lands.

Further unfavourable demographic changes in Eagnh&®lands shall be, probably,
also taking place in the nearest future. What fgeeted is the decreasing of the population in
the productive age group, in some regions evengst 38% (figure 1). This phenomenon
shall refer to approx. 40 such districts in tharfer East German lands. First of all, this is a
really significant problem from the social perspext because the decreasing of the
population in productive age group shall make titerigeneration conflict worse. And from
the point of view of entrepreneurs the perspectfending adequate, young, labour force
shall be getting worse.
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Figure 1. Changes of 20-59 years old population bggion — forecast, in %
Source: M. Sunder, A. Kubi:. Herbst in den ,Blihend.andschaften“? Alterung als
Standortrisiko. In: IWH-Pressemitteilung (2008yl. 20, p. 2-3.

The processes of structural changes taking pladhd former East German lands,
both, were, and still are determined by the systetr@insformation, European integration,
globalization, and dynamics accompanying everylsimgarket economy being under the
influence of technical and technological changeswever, in case of new federal states of
the Republic of Federal Germany there is also ooeerapecific factor, which determined the
form of at least of a part of economic structurd#at is concerned here is the fact that
together with the unification, the East German $arithve been incorporated into the
economic structures of highly developed market enon In the sphere of regulation, there
were moved to the new lands the institutions, whighte the outcomes of the evolutionary
changes in the former Federal Republic, and whiehditizens and the economy produced
throughout 40 years. The institutions, of which smeak in here are mainly regulation
mechanisms of the labour market (i.a tariff regaleg, unemployment insurance), as well as
the social system (health insurance, social ins#agtc...). The mentioned uniqueness in the
shaping up of the structure of the East Germanslamdl of the current state of it was, then,
remaining under the influence of the so-calledaaaspect of unificationrjoziale Fragg

Table 1. Comparison of East and West Germany in 1992008
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1991 1995 2000 2008
West Germany = 100
Total population 25 23 23 21
GDP per capita 33 59 60 69
Labour costs compensation of employees 49 74 77 77
Labour p'roduct|V|t§7 (GDP price-adjusted, by 42 65 69 -8
persons in employment)
Income (gross wages and salaries by 56.9 N/A 77.0 78
employees)
Structure of GDP
. Agrl_culture, hunting and forestry; 259 195 205 195
fishing
e Mining 290 147 178 160
e Manufacturing 47 46 62 80
* Construction 222 311 225 145
» Trade, transport and communications 101 89 90 96
. Flna_lnmal, reql-_e_state, renting and 51 73 85 85
business activities
» Other service activities 171 145 139 129
Gross capital formation per capita 66 144 110 Y77
Export (% GDP) 52 40 56 70
Unemployment rate 216 186 250 218
Expenditures of Bundesagentur fur Arbeit for 282 057 281 149
person on work force
Social expenditure ratio (Social expenditure
total, in relation to GDP) 184 157 164 161
Social expenditure per capita 61 94 98 102
Avergge disability pension and retirement 56 90 104 9%
pension for men
Averz_alge disability pension and retirement 94 130 135 135
pension for women
Expenditures of federal lands per capita 120 145 140 129
Debt of federal lands per capita 0 74 107 110

! without Berlin; ? without Stadtstaaten (Hamburg, Bremen, Berfr§005;* 2004;° East

Germany with Berlin? 2003 (since the year 2004, social expenditureotscalculated in
consideration of the East and West lands break dwnjust the German total statistic is
taken);’ 2006

Source: Deutschland in Zahlen 2009. Institut deutdchen Wirtschaft, Kéln 2009, p. 131;
Wirtschaftsdaten. Neue Bundeslander. Bundesministefir Wirtschaft und Technologie,
Berlin, Stand: Dezember 2001, p. 3Wirtschaftsdaten. Neue Bundeslander.
Bundesministerium fur Wirtschaft und Technologe]iB, Stand: Juli 2008, p. 3.

The economic structures of the former East Gerraadd, in spite of the passing of
almost 19 years from the time of unification ai# dtfferent from the structures of the West
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German lands, less effective and less competitind,the dynamic of the economic processes
from the year 1996 was too slow, for the developngap to be closed down.

Until the mid 1990s of the XX century, the processinification of the East and West
lands was progressing relatively rapidly. In therry&995, the GDP per capita was in the
former East German lands that of 59% of the comegimg figure in the West, and the labour
productivity calculated in terms of the real GDR person employed — 65%. During the next
13 years, these indices amounted to barely 69%v8%g respectively. Unfortunately, in that
same time, the pay in the East was rising relatifedt, reaching in the year 2008, 78% of the
West German level — the relationship to the lakwoductivity was, thus, a factor weakening
the competitiveness of the Eastern enterprisesn@&sain the structure of production by kind
of activity boiled down, anyway, to the transferfa€tors, especially that of the labour force,
from agriculture to industry and the services sedbot when a break down is made into
individual branches, and when compared to the Wedtads, they were not that intensive,
anymore. If the West lands constitute 100%, thanthe East lands in the year 2008, the
agricultural sector and forestry constituted 195#tning — 160%, construction industry —
145%, and processing industry 80%, whereas fingnmal-estate, renting and business
activities merely 85%.

Another aspect of divergence in economic strustusethe level of investment and
exports. In general, until the year 1994, the ibwest dynamic was relatively high (over
15%), in effect of which, in 1995, investments papita in the former East German lands
amounted to 145% of that same statistic for the tVisasls [tablel.; 13]. In the following
years, investment dynamic was negative and it ereaunted to -15,6% (2001) and -13%
(2002) [13], and investment per capita expenditareéhe East lands shrunk to 77% of that in
the West [table 1.]. And for the German economyerall, the rate of export (calculated in
terms of the share of international trade in theral trade) in the year 2008 amounted to
44,6%, for the West lands 45,9%, and for the Easdd 33,1% [14]. For individual lands, the
rate of export was highly differentiated, from Z@&6for Brandenburg and 27% for
Mecklenburg, through 29,3% for Saxony-Anhalt an2, 736 for Thiringen. Only Saxony and
Berlin had better result than the average for thgast lands — 37% and 39,5%, respectively
[14].

Unfavourable, from the perspective of the state erwhomy’s competitiveness, and
positive, from the perspective of the citizensthe level of social expenditure, as well as
pensions and old-age benefits. In this respectetfdlowed a relatively rapid and full scale
unification. As early as in the mid-nineties, thei@ge old-age benefits for women, and from
the year 2000, for men, were not just equal torthaiels in the West lands, but even
somewhat higher. In turn, social expenditure calead in GDP percentage terms in the East
lands were almost double that figure for the Westds [table 1]. Simultaneously, this
expenditure per capita was made equal in the y@@B,2and since that time it is no longer
calculated in consideration of the East lands —tWasls break down. The shaping up in the
East lands of the first measure (social expendasré of GDP) at a level of almost double of
that in the West means that the citizens of the lewls consumed a high level of social
benefits at the expense of the citizens of the Wasls, whereas the high figure of social
expenditure per capita (over 90% in the 90s ofXKec. and 102% in 2003) means that they
made use of the social security in that same orermoiless the same dimension. The social
aspect seems to be one of a few, in which the coed East and West lands was achieved.
However, the effectiveness of that state of maises certain doubts, intuitively, and thus, it
constitutes an interesting study area for the &tur

4 Structures and dynamics of production
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From the perspective of the shaping up of econatnicctures, of essential importance
is the increasing of the contribution of the Eastds in the overall, German national income.
Between the year 1991 and 2008, only 4 lands mahageachieve this, however the
increments in the contribution of the East landthangross value added of Germany, overall,
were no greater than 1 percentage point (figureAR)the same time, the contribution of
Berlin went down from 4,1% to 3,5%. The rise inueabhdded produced in the new lands was
at the expense of the old federal states. Nordastfalen (by 2,3 percentage point), as
well as Baden-Wirtemberg and Rhein Palatinate (bgthalf per cent) were the ones to have
their contribution in the German national incomerdased, most of all. The other West lands
had their contribution decreased, too, but lessifsigntly so. Thus, no significant transfer of
production from the West lands to the East landstaken place.

Nordrhein-Westfalen

Bayern

Baden-Wirttemberg

Hessen

Niedersachsen

Rheinland-Pfalz

Bremen

Thiiringen

(Viecklenburg-Vorpommer

5 10 15 20 25
1991 ®2008

Figure 2. Share of federal land in production, 199%hnd 2007, in %
(gross value added, current prices, Germany = 100)
Sources: Bruttoinlandsprodukt, Bruttowertschopfumg den Landern und Ost-West-
GroRRraumregionen Deutschlands 1991 bis 2008. Réih@&and 1. Berechnungsstand:
August 2008/Februar 2009. Arbeitskreis "Volksveahftliche Gesamtrechnungen der
Lander" im Auftrag der Statistischen Amter der l@n&eslander, des Statistischen
Bundesamtes und des Blrgeramtes, Statistik undewdhtankfurt a. M. 2009, Table 2.1.

Changes in the structure of production taking piacie East lands are expressed in
them becoming similar to the structures of the Wastls, i.e. typical for highly developed
market economy. They mean the decreasing of therspidf the primary sector (agriculture,
forestry and fishing) in the gross value addedomfi3,3% in the year 1991 to 1,6% in the
year 2008 — and of the secondary sector (indu$toyh 34,5% to 29,1% in the respective
years, as well as rise of the share of the tersagtor (services) from 62,2% to 69,3% (table



3 Central European Conference in Regional Scier€@ERS, 2009 —-176 —

2.). Ultimately, one may say that on average, thaasial structure of production of both
parts of Germany is relatively cohesive. This lodkgerent when we take a closer look at the
individual lands in the East and West of the countr

Table 2. Sectorial structure of production in Germany 1991-2008
(share of gross value added by sectors in total@ggs value added, current prices)

West Germany without East Germany with
= Germany Berli i
s erlin Berlin
>
sector | | sector Il sector lll] sector | secton llecwr Il | sector | | sector Il | sector Il
1991 1,4 36,6 62 1,3 36,8 62 3,3 34,5 62,2
2008 0,9 30,1 69 0,8 30,3 68,5 1,6 29,1 69,3

Source: Bruttoinlandsprodukt, Bruttowertschdpfunglen Landern und Ost-West-GroRraumregionen
Deutschlands 1991 bis 2008. Reihe 1, Band 1. Bawewsstand: August 2008/Februar 2009.
Arbeitskreis "Volkswirtschaftliche GesamtrechnundenLander" im Auftrag der Statistischen Amter
der 16 Bundeslander, des Statistischen Bundesanmgsdes Blrgeramtes, Statistik und Wabhlen,
Frankfurt a. M. 2009, Table: 2.2., 2.3., 2.4.

In the individual lands, the share of the sectorthe creating of valued added was and
still is highly differentiated. In the year 199hetgreatest share in industry had the lands such
as: Baden Wirtemberg — 44,6%, Saarland — 39,6%Rdeih Palatinate — 39,4%, whereas the
least: Hamburg — 22,2%, Berlin — 27,1% and Schigsdalstein — 28,9% (figure 3.). After 17
years, the first three lands with the greatestrdmution of the secondary sector in production
changed: Baden Wirtemberg — 39,3%, Saarland — 3&&d6Turingen — 33,1%. Conversely,
the smallest contribution in industry had: Hamburg 16,4%, Berlin — 18,5% and
Mecklenburg-Vorpommern — 20,5% (figure'3.)

It should be emphasised that East lands have wvelathigh share of services in the
creating of value added, higher than the strongestnomically lands such as Baden
Wirtemberg or Bavaria, which, nevertheless, dodsurm out to be the decisive factor when
it comes to rapid catching up in terms of developim@s long as high share of industry in
the creating of value added in Bavaria and Baderaisslated into high contribution of these
lands in the German export (in the year 2006, thdridution of Nordrhein-Westfalen in the
German export total amounted to 17,9%, that of Badértemberg — 15,9%, Bavaria
15,77% and Mecklenburg — 0,4%), then, a significetmre of services in the creating of
value added in Mecklenburg should be explained igy ltontribution and dynamics of
tourism (in the chart measuring “intensity of tatirservices” constructed on the basis of
tourist accommodation numbers per 1000 inhabitaviecklenburg came first in the year
2006) [15].

Sector |

! West Germany: BV — Bavaria, BW — Baden-Wirtembdfy — Hamburg, RP — Rheinland-Pfalz, NI —
Niedersachsen, SH — Schleswig Holstein, HE — Hess&d — NordrheinWestfalen, HB — Bremen, SL —
Saarland. East Germar§E — Berlin,BB — BrandenburgSN — SachserMV — Mecklenburg-Vorpommeri,H

— ThiringenST — Sachsen-Anhalt.
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Figure 3. Structure of production according to seatr and federal land, in % (share
of gross value added by sector in total gross valuelded)
Source: Bruttoinlandsprodukt, Bruttowertschopfung iden L&ndern und Ost-West
GroRRraumregionen Deutschlands 1991 bis 2008. Rejlgand 1. Berechnungsstand: August
2008/Februar 2009. Arbeitskreis "Volkswirtschafik Gesamtrechnungen der Lander" im
Auftrag der Statistischen Amter der 16 Bundeslandes Statistischen Bundesamtes und des
Blrgeramtes, Statistik und Wahlen, Frankfurt a2009, Table: 2.2., 2.3., 2.4.
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The dynamics of production calculated in terms rafréases in value added in the
years 1992-2008 was for Germany, overall, in génaraositive figure, excluding the year
1993 (-1%) and the year 2003 (-0,2%) [16]. The ssimm, first of all, post-transformation
one, and then, one that was linked to the detdrmoraat the turn of the centuries of the
situation in the world economy, affected the Wesidls, that were more industrialized and
more open than the East lands — the negative dynainereating of value added for Germany
in the years 1993 and 2003 was generated mainlghbyold lands (-2,2% and -0,3%,
respectively), eventhough, in the year 2003, afg@Bkandenburg (-0,2%), Mecklenburg (-
0,1%), Saxony-Anhalt (-0,1%). Only Berlin — the darwhich is formed by both East and
West structures was characterised by negative ptimtiudynamic in the years 1996-1999
and 2001-2004.

In the 90s, the value added created by the ecomdrtine East lands was rising by far
more rapidly than that in the West lands — the athge was that of a few percentage points
(figure 4.). It was a process that was desirabild positive from the perspective of
convergence of the economic structures. Unfortiyatieis state of affairs lasted only until
1996-1997. Eventhough, in the following years, dyaamic of gross value added produced
in the East lands was positive, it was lower theat in the old federal states or equal to it, and
this did not favour the process of economic conercg.

20,0
15,0
> Berlin Brandenburg Mecklenburg-
‘ Vorpommern
10,0 Sachsen Sachsen Anhalt Thiringen
/ \
West Germany
5,0 \\\ |
\\ ™ / P
Yﬁv 4/\\‘4% S
iy N
N -
N
- 5,0
19921993199419951996199719981999200020012002200320042005200620072008

Figure 4. Dynamics of production in East Germany,992-2008 (change of total gross
value added, year/year in %, fixed prices)
Source: Bruttoinlandsprodukt, Bruttowertschépfung den Landern und Ost-West-
Gro3raumregionen Deutschlands 1991 bis 2008. Reijligand 1. Berechnungsstand: August
2008/Februar 2009. Arbeitskreis "Volkswirtschatte Gesamtrechnungen der Lander" im
Auftrag der Statistischen Amter der 16 Bundeslandes Statistischen Bundesamtes und des
Blrgeramtes, Statistik und Wahlen, Frankfurt a2008, Table 7.1.

Further on, in the analysis of the production dyitaanmeasure has been applied in
the form of gross value added per one person eragldguch measure not only is better at
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reflecting the changes in production in the sectous it also considers the aspect of labour
productivity.

In the years 1992-2008, not just the contributibmdividual sectors in the creating of
value added was highly differentiated in the indual lands, but also from year to year,
production in the sectors showed different dynamimustrial production was rising
dynamically only until the year 1995, which waskka to the post-unification boom, and
then, it slowed down markedly (below 10%). Lowemdmic of gross value added per 1
person employed resulted from, both, the weakeointhe rate of production growth, and
lower employment. The branch that was affectedngydlow down, the least, and de facto
remained the engine of the global value added ®Bhst lands was the processing industry.
To the exclusion of the substantial slow down ie fears 2001, 2002 and 2008- the
processing industry was characterised by relativegh annual increases of value added
(even approx. 9% in the years 2004-2006) — figuraVhereas, the smallest production
increases and greatest downfalls in the East Gesaetors were recorded in the construction
industry and financial services. To the exclusioh tlee year 2002, the dynamic of
construction sector production was negative, anenahwas positive, then, it was so, but at a
very low level only. In turn, financial service® (the exclusion of the years 2001-2002) were
not contributing to output increase — in extremecuwnstance, in the year 2004, their
contribution in the total output was by almost 4%d than in the previous year.
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Figure 5. Production dynamic per one person employkin East Germany
without Berlin), 1992-2008 (change of total grossalue added, year/year in %,
fixed prices)

Source: Bruttoinlandsprodukt, Bruttowertschopfung den Landern und Ost-West-
GroRRraumregionen Deutschlands 1991 bis 2008. Reiligand 1. Berechnungsstand: August
2008/Februar 2009. Arbeitskreis "Volkswirtschatte Gesamtrechnungen der Lander" im
Auftrag der Statistischen Amter der 16 Bundeslandes Statistischen Bundesamtes und des
BlUrgeramtes, Statistik und Wahlen, Frankfurt a.2@09, Table 9.2., 9.3.1., 9.3.1.2., 9.3.2,,
9.4.,9.4.2.
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7 Conclusion

On the 20th anniversary of the downfall of thelBewall (November 2009) the issue
of structural and systemic changes in the Eastslaridhe Republic of Federal Germany is
still not exhausted, and conversely — it is becgatiractive for the theory of economy that
faces the challenge of constructing of the thedriyamsformation [20]. This is so, since the
real convergence and structural and systemic clsatajeng place in the new lands are
simultaneous processes that interact, and whiah fadd themselves under the influence of
such factors as globalization, European integratasnwell as the shaping up of knowledge
based economy.

After the period of dynamic GDP growth, economitiwaty in the East went down
radically in the mid 90s of the XX c. Lower pace@DP growth and lower productivity of
labour, without doubt, did not favour rapid progrés the scope of the process of unification
of the economic structures. A certain sign of wepkkmism in the estimating of the prospects
of the East lands for catching up may be the privdticdynamics, which is by far higher in
the new lands (nevertheless not sufficient foo itdmpensate other weaknesses of the former
East German lands), as well as improvement of tbdyztion structure in the direction of
limitation of the share of the primary and secogdszactor in favour of the services sector.

The unification of the structures was not favouted a) substantial intensity of
transfers, which used to weaken the capacity toilmelown strengths and to start enterprises
[21], b) strong pressure (inclusive of politicakpsure) to equalize pay and transfer benefits
in the East and West lands, c) over investing, lmam the construction sector, and then,
negative investment dynamic in the years 1996-2005.

In the process of unification of economic strucsutbe state played a major role,
eventhough its measures not always are regardedvi® been positive [17;18], this being,
mainly, due to the magnitude of transfers, whichrevenmense, at lower than expected
effectiveness. The combined net sum of the trassfarthe years 1991-2003, which were
received by the lands of the former East Germanguats to the magnitude of approx. EUR
980 billion, inclusive of 630 billion that constited social benefits: pensions, old age benefits,
student grants, and unemployment benefits [19]. edeer, the subsidy mentality of
enterprises was strengthened by the multiplicityhef assistance programmes and blown out
of proportions mechanism of investment stimulatilonturn, the citizens participating in the
“West German affluence” have forsaken and gave hgir tindividual responsibility for
themselves” for “state responsibility for them”.

Thus, in order to stimulate structural changeshm former East German lands one
should recommend the curbing of the state interenbased on subsidising of the
enterprises, and spreading of measures geareck dteing of the market mechanism and
forces favouring the building of free market redaships between market participants. The
programmes stimulating entrepreneurship, innovatioand increasing competitiveness
should be addressed to the areas of high develdppo¢ential, i.e. clusters or incubators of
entrepreneurship. Amongst the unpopular or evercagmdable from political and social
perspective measures favouring the shaping up afemmoeconomic structures one may
indicate also the limitation of social transferslahe maintenance of lower remuneration in
the former East German lands.

Simultaneously, both, politicians, and the socisehguld, nevertheless, accept the fact
that the differences between the former East Gelamdn/Nest German lands may not be fully
done away with. The economical explanation is stldt the regions shall always be
characterised by certain distinction in the ecomopatential and pace of growth, these in the
West, these in the East, as well as the former thedlatter shall also differ between
themselves. The ultimate forecasts as to the ha@tin of the process of economic
unification of the East and West German lands arg difficult to give, especially so, in the
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context of the current crisis on the financial nedsk which has led on to radical changes in
the forecasts and prospects.
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