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German unification — from regional economics
perspective

Convergence versus divergence? - No unambiguous answer:

Neoclassical approach suggests convergence,

by diminishing marginal capital returns (Solow 1956, Swan 1956), by trade
(Ricardo 2006, Heckscher 1919, Ohlin 1968) and by mobility of production
factors (Borts/Stein 1964);

Polarization theories (Myrdal 1957, Hirschman 1958)

and recent spatial theories in form of New Economic Geography (Krugman
1991, 1993) and New (Endogenous) Growth Theories (for an overview cf.
Brocker 1994, pp. 29-50) reveal an openness of development, both
convergence and divergence may occur; path-dependent divergence may
take place based on a positive or negative initial situation.
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Relative Fixed Assets (Equipment, Buildings) per Employee by Sectors,
Replacement Prices (Respective West German™* Values =100%)

* Berlin Excluded
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Share of Employees with Tertiary Education in Total Employment
(employees >= 15 years ISCED 1997 Classification, Categories5, 6)
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Number of Employees with Tertiary Education
Employees >= 15 Years, ISCED Classifcation, Categories 5, 6
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Average Turnover per Unit Liable to Turnover Tax, 2011
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Proportion of export sales in totalturnover, %

Proportion of Export Sales in Total Turnover and Average Number of
Employees per Enterprise in the Manufacturing, Mining and
Quarrying Sectors, 2012 (companies >= 20 Employees)
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Germany's TOP 500 Companies, Locations of Headquarters by
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Share of Sectors in Total R&D Expendituresin 2010, %
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Patent Applications per 100000 Inhabitants
(DPMA direct applications and DPMA PcT national phase) by German Lander
(place of residence or seat of the applicant)
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East Germany and West Germany Show Similarities in Terms of

Innovation
Share of Enterprises Pursuing the Respective Type of Innovation in Total Number of Enterpriseesin
the Manufacturing Sector (%), 2008
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Ranking of German Districts in Terms of Productivity
Productivity = Gross Domestic Product (Unadjusted Prices) per Employee
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Relative Productivity by District Types in East Germany (Productivity

inthe Respective West German District Type = 100%)
Productivity = Gross Domestic Product (Unadjusted Prices) per Employee)

120.0
100.0 -
=== (ore Cities
80.0 -
===Rural Space
60.0 .
===Rural hinterland
40.0 === ensely populated hinterland
Sources: Regional Accounts ===Raspective West German District type
20.0 1 VGRAL 2011, aggegated district =100%
. classification by BBSR 2008,
calculations and diagram by IWH.
0.0 T T T T T T T T T T T T T 1

© DA P O O DD DX H A DO IWH
PN NPT HP S HS
TR T R AR AR AR AT AR ADT AR AT AT AR

Member of the

Leibniz Association ;’



17

N,
Halle Institute \2\
for Economic Research °\

Policy Experiences and Future Challenges ()

« Economic policy has been successful since German
unification in:

modernization of fixed assets (enterprises,
infrastructure), positive side-effects on environment;

establishing the SME sector;

strengthening public research facilities.
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Policy Experiences and Future Challenges (ll)

Future Challenges:

« Support for growth of SME

« Improving the functional structure of enterprises

« Enhancing R&D / innovation in the enterprise sector
« Support for industrial clusters

« Strengthening cities as economic development spots
* Provision of skilled labour force

Source: Compilation based on IWH et al. 2011, pp. 86-101.
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Dr. Gerhard Heimpold
Halle Institut for Economic Research
Dept. of Structural Change
Phone: ++49 345 7753 753
Fax: ++49 345 7753 779
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