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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. 

Bröcker 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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• 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. 

 

 

 

 
Source: Authors complation. 

 

 

 

 

Policy Experiences and Future Challenges (I) 
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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. 

 

 

 

 

Policy Experiences and Future Challenges (II) 
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