£} Routledge

-1 Taylor &Francis Group

l 1 Regional Studies, Regional Science

Regional Studies
Regional Science

RSA Seeiion
ISSN: (Print) (Online) Journal homepage: https://www.tandfonline.com/loi/rsrs20

The legacy of socialist central planning policy for
the long-term development of cities: insights from
case studies in East Germany

Martin Rosenfeld & Bastian Heider

To cite this article: Martin Rosenfeld & Bastian Heider (2023) The legacy of socialist
central planning policy for the long-term development of cities: insights from case
studies in East Germany, Regional Studies, Regional Science, 10:1, 312-328, DOI:
10.1080/21681376.2023.2183892

To link to this article: https://doi.org/10.1080/21681376.2023.2183892

A
© 2023 The Author(s). Published by Informa h View supp|ementary material &
UK Limited, trading as Taylor & Francis

Group
% Published online: 20 Mar 2023. Submit your article to this journal &'
. . A
il Article views: 317 h View related articles ('

@ View Crossmark data (&

CrossMark

Full Terms & Conditions of access and use can be found at
https://www.tandfonline.com/action/journalinformation?journalCode=rsrs20


https://www.tandfonline.com/action/journalInformation?journalCode=rsrs20
https://www.tandfonline.com/loi/rsrs20
https://www.tandfonline.com/action/showCitFormats?doi=10.1080/21681376.2023.2183892
https://doi.org/10.1080/21681376.2023.2183892
https://www.tandfonline.com/doi/suppl/10.1080/21681376.2023.2183892
https://www.tandfonline.com/doi/suppl/10.1080/21681376.2023.2183892
https://www.tandfonline.com/action/authorSubmission?journalCode=rsrs20&show=instructions
https://www.tandfonline.com/action/authorSubmission?journalCode=rsrs20&show=instructions
https://www.tandfonline.com/doi/mlt/10.1080/21681376.2023.2183892
https://www.tandfonline.com/doi/mlt/10.1080/21681376.2023.2183892
http://crossmark.crossref.org/dialog/?doi=10.1080/21681376.2023.2183892&domain=pdf&date_stamp=2023-03-20
http://crossmark.crossref.org/dialog/?doi=10.1080/21681376.2023.2183892&domain=pdf&date_stamp=2023-03-20

REGIONAL STUDIES, REGIONAL SCIENCE

2023, VOL. 10, NO. 1, 312-328 Y Routledge m Regional Studies

B . .
https://doi.org/10.1080/21681376.2023.2183892 & W Taylor &Francis Group Association

8 OPEN ACCESS '.) Check for updates

The legacy of socialist central planning policy for the
long-term development of cities: insights from case
studies in East Germany

Martin Rosenfeld® and Bastian Heider @<

ABSTRACT

This paper analyses different categories of legacy from socialist central planning policies (SCPP) for urban
development. How have city-specific measures by SCPP affected local economic systems, and have there
been long-term consequences for cities even after their return to a market economy? Drawing from
case studies of four East German cities, we identify several types of socialist policy measures that
determine the local economic performance up to now. The impact of some measures was primarily
displayed via ‘soft’ factors such as local image and identity and the attitudes of residents, local
decision-makers.
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1. INTRODUCTION

Up to the rise of the Tron Curtain’, during more than 40 years of socialism, politicians in central
governments had tried to create new conditions for the economic development of cities and
regions in Central and Eastern Europe. These conditions followed the logic of centralist plan-
ning and were based on the specific needs of socialist countries. They stemmed from the
countries’ rejection of an international division of labour as well as from pure ideological
ideas. The allocation of specific economic and political functions to certain cities was
accompanied by shifting resources to those cities considered most relevant for the socialist econ-
omy (Sjoberg, 1999).

This paper focuses on the legacy of these measures for the present economic performance of
post-socialist cities. Has socialist central planning policy (SCPP) created specific trajectories for
cities which are still relevant today, more than 30 years after the return to a market economy? By
answering this question, this paper contributes to the discussion about diverging development
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paths of post-socialist cities and to the international debate on the impact of history on cities and
regions. Since the 1990s, scholars from regional and urban science have stressed the importance
of historical accidents and path dependences (Arthur, 1994; Krugman, 1991) and aimed at
developing an evolutionary approach towards regional economic growth in the context of a
market economy (Martin & Sunley, 2006; Simmie, 2012). By looking at the most relevant
categories of ‘treatment’ by SCPP for cities, we illustrate whether development measures by
an autocratic regime may result in phenomena which are similar to the mechanisms discussed
in the context of path dependence, especially the tendency of self-reinforcement.

Our study is based on a selection of cities in East Germany (the former German Democratic
Republic - GDR) which played a significant role in the GDR economy and were prioritized for
strategical and/or ideological reasons. They received massive investments and their economic,
social and building structures were drastically transformed.

The paper is structured as follows. We next give an overview of the literature about the role
of history for regional development and the regeneration of post-socialist cities. This is followed
by a theoretical discussion on how different measures by SCPP may aftect urban development.
After presenting our empirical results, we discuss these findings and draw conclusions for the
discussion on path dependence and future research.

2. LITERATURE REVIEW

2.1. The empirics of ‘history matters’

The seminal works of Paul A. David (David, 1985, 1994) and W. Brian Arthur (Arthur, 1989,
1994) spread the general idea of long-term feedbacks from historical events and path depen-
dence. They have provoked a fruitful discussion and a steadily growing body of empirical litera-
ture emphasizing the historical determinants of regional economic growth. Although there is
agreement about the general importance of history in the sense that ‘the past will strongly con-
dition the range of possibilities that lie open in the future’ (Wolfe, 2010, p. 140), the literature
considerably varies with regard to the concepts of history and path dependence as well as the
empirical approaches. According to Henning et al. (2013), we may distinguish between pazh
dependence and pasz dependence. A crucial feature of path dependence is that a given structure
of factors which has evolved in the past is shaping the current economic performance of a region
and has a tendency to become reinforced. This is frequently due to increasing returns or network
externalities (Pierson, 2000, 2003) and leads to a situation often described as Jock-in (Henning
et al., 2013). The concept of pasz dependence in contrast only refers to general effects of history
on present situations, even if a reinforcing mechanism does not exist.

With regard to pash dependence, empirical studies are focusing on the role of existing local
or regional structures (which have developed through self-reinforcing mechanisms in the course
of time) for specific types of reaction and for the grade of resilience of cities and regions towards
different categories of change. Grabher (1993) and Hudson (1994) have shown for old indus-
trial districts that structural change was hampered by existing industrial monostructures, the
strong entanglement of regional decision-makers within several categories of networks and
the resulting ignorance towards global economic shifts. Wolfe (2010) shows that a city’s ability
to respond to external shocks by innovative economic activities is strongly influenced by existing
industrial structures, but other determinants such as a strong civic leadership are also important.
Quite similar, by comparing case studies of regional shipbuilding and textile clusters in
Germany and Korea, Hassink (2010) concludes that the strength of path dependence can hardly
be determined by the structure of an industry or the degree of local specialization alone. In each
case a unique setting of institutional factors shaped the process of local path dependence.

Most studies that follow the approach of path dependence want to explain a certain present
situation in a region by asking how this situation has evolved and why no alternative
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development path was chosen. Our intention is to examine SCPP measures as a special category
of historical determinants and ask for their impact on local development at the present time.
The literature quoted above is strongly focused on regional economies in capitalist countries.
Hence, one could expect that path dependences and processes of self-reinforcement may only
evolve within a free-market economy. Therefore, our general hypothesis is that special treat-
ments by SCPP for selected cities will probably have an impact on the current situation of
these cities in the sense of pass dependence, but with our empirical explorations, we also aim
to find evidence for mechanisms of self-reinforcement after the end of socialism.

2.2. Socialist legacies and the regeneration of post-socialist cities

The discussion on post-socialist cities is encompassing a great variety of topics, for example,
research on different approaches of governance with regard to urban shrinkage (Rink et al.,
2014; Runge et al., 2020) and diverging patterns of city planning in post-socialist cities
(Tsenkova, 2014), or explanations for the lack of cooperation between post-socialist core cities
and adjacent municipalities (Sagan, 2014). There is also some more general discussion whether
former socialist cities may still be characterized by some typical features (Hirt, 2013) and
whether post-socialist cities are ‘radically different’ from Western European cities (Grubbauer
& Kusiak, 2012). But up to now, most contributions on the transformation of post-socialist
cities are not explicitly focusing on the role of SCPP within this process. Although some rel-
evant aspects of SCPP and the legacies from socialism have been discussed, there has been
no comprehensive analysis, so far, of the long-term impact of SCPP on cities.

Some findings on the impact of SCPP for urban development are focusing on the built struc-
tures of cities; it is obvious that built structures from the time of socialism still have relevant
impacts for cities which are ‘not about to vanish into thin air’ (Hirt, 2013, p. 36). For example,
one feature of SCPP was to neglect housing stocks in traditional inner-city areas. After the end
of socialism, these places were less attractive compared with newly developed suburban areas.
Consequently, the process of urban shrinkage in many post-socialist cities was accompanied
by a strong wave of residential suburbanization (Nuissl & Rink, 2005).

With regard to urban economic development, Golubchikov (2006) has shown that the
recent economic performance of cities within the region of Leningrad has been largely deter-
mined by their economic structures at the end of the Soviet era. In addition, Heider (2019b)
found that recent trajectories of urban population growth in East Germany are negatively cor-
related to population growth during socialism and interpreted this as evidence that SCPP were
in general not sustainable in changing the long-term growth trajectories of cities.

3. THEORETICAL FRAMEWORK

Which means did SCPP use to change the economic situation of certain cities> We are not
looking at general policies that affected all regions within the GDR, such as the nationalization
of businesses, discrimination against entrepreneurship or the permanent presence of the intelli-
gence service. Instead, we examine centrally planned place-specific treatments, following the
strong ‘prioritization’ (Sjoberg, 1999) of certain industries and places. Building on Brocker
and Richter (1999), four basic strategies of SCPP to change the development paths of cities
can be identified: (1) large investments in existing industrial clusters; (2) the establishment of
new industries in formerly rather undeveloped places; (3) changes in the administrative status
of cities due to the restructuring of administrative territories; and (4) socialist urban renewal.
The latter category involves measures to transform the land-use and built environment of cities
according to the ideas of socialist urban planning. Such measures were implemented in more or
less all East German cities, but they had a much larger scope in cities ‘prioritized’ by SCPP.
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By which channels could those four categories of SCPP have affected the long-term econ-
omic performance of cities? According to the literature, there is a cornucopia of factors deter-
mining urban economic performance. The interplay of these factors is quite complex and
researchers have developed numerous approaches to systematize those determinants (e.g.,
Storper, 2010). For our purpose we use a rather pragmatic approach and stick to three categories
of determinants for urban economic growth which could have been affected by the aforemen-
tioned SCPP measures: (1) sectoral specialization; (2) infrastructure and the built environment;
and (3) local image and identity. The causal relationships between SCPP measures, the three
economic channels and long-term economic development are summarized in Figure 1 and
will be discussed hereinafter.

Sectoral specialization (which may have been supported by SCPP mainly through invest-
ments in existing or new industries) has often been considered as the core component of
urban economic growth in market economies (Storper, 2010). Increasing the size of a local
economic activity should yield positive agglomeration externalities (e.g., Duranton & Puga,
2004). However, especially in times of global economic change, a high level of specialization
can result in regional lock-ins (Grabher, 1993), a high dependence on one or few industries
and consequently economic decline in case of an external economic shock. If SCPP has sup-
ported sectoral specialization in a certain industry in a city where it was not possible to make
use of the benefits described above, the industry in question could probably have been less pro-
ductive than its competitors in Western countries and one could expect negative developments
for the city in question after the return to a market economy.

The relationship between infrastructural endowments and local economic growth is well
researched (e.g., Démurger, 2001; Cantos et al., 2005). Accessibility and the quality of infra-
structure are obvious locational factors to attract businesses and citizens. In addition, the struc-
ture and visual appeal of the built environment might be important for a high quality of life for
the local population and attracting new residents and tourists. Both infrastructural endowments
and the built environment may have been affected by all four categories of SCPP measures. As
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industries Sectoral specialization
& )
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Investments in new
industries Ve DN
- J Infrastructure / built ( Long-term urban
Ve Y environment teconomic development
Changing a city‘s A8 /
administrative status
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Socialist urban renewal
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Figure 1. Socialist central planning policies (SCPP) measures and channels of change within the
urban economic system.
Source: Author’s illustration.
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infrastructural endowments and built environments may not be easily changed, the impact of
SCPP in these fields will last in the long term.

Unlike the foregoing two channels affected by SCPP, /local identity and image is more of a
fuzzy category in relation to urban economic growth. Indeed, there are several ways how
local identity can foster economic development. First, local identity can be linked to the concept
of social capital (Putnam, 1993; Raagma, 2002). Strong identification with a city’s social and
cultural structures might foster people’s incentive to participate in local networks and develop-
ment processes and result in positive economic outcomes. Second, local identity can also be
linked to the notion of ‘entrepreneurial culture’. Fritsch and Wyrwich (2014, 2016) have
shown that a rich entrepreneurial tradition of a region might stimulate long-term economic
growth. Last, but not least, local identity is also relevant for the external perception or image
of a city. Therefore, it serves as an important asset for ‘place branding’ strategies (Clifton,
2011; Cleave et al., 2016) and the attraction of tourists, investments and highly skilled and crea-
tive residents. All four categories of SCPP measures may have had an impact on local identity
and the image of cities. Strong investments for a certain industry could lead to identify a city
with the industry in question, for example, as to be a ‘steel city’. Changes in the administrative
status of a city will always have an impact on the image of the city and on local identity. The
same is true for measures of urban renewal which might have changed the perception of a
city by its citizens and people from outside.

All three above-mentioned channels for SCPP measures are interrelated. Hence, each of the
four measures may have affected more than one of those channels.

4. EMPIRICAL STRATEGY

This paper is based on case studies on four East German cities. The selection of cities followed
our main research question: Had city-specific SCPP measures an impact on the economic devel-
opment of cities even after their return to a market economy? We selected cities which had been
affected by one or more of the four main SCPP support-measures, as described above and which
showed diverging development paths after the end of socialism. This was done on the base of
our background knowledge on regional and urban development patterns in East Germany,
additional literature on the development of the East German urban system since 1945 (Berent-
sen, 1987; Brocker & Richter, 1999) and discussions with experts from the Urban Economics
Department at the Leibniz Institute for Economic Research in Halle (Saale).

As a result, we selected two larger cities with a population today of around 200,000 resi-
dents," which after years of shrinkage have turned to a positive development (Chemnitz and
Rostock) and two smaller cities with a strong population growth between 1946 and 1989,
which have not been able to return to a growth of inhabitants (Suhl and Weiflwasser) (Figure
2). These development paths are quite representative for post-socialist urban development in
East Germany. After a general period of urban population decline during the 1990s, some of
the larger cities entered a phase of regrowth, while the majority of smaller cities is constantly
shrinking (Haase et al., 2017; Heider, 2019b; Kauffmann, 2009). A comprehensive overview
of the initial conditions in our case study cities (before socialism), the major SCPP measures,
and the cities’ development since 1990 is provided in Table 1. The main trajectories of the cities
will be described in the following discussion. The description is mainly based on our initial
knowledge of the case study cities as well as the empirical findings, as presented in section 5.

Chemnitz is the largest city in the southern part of the state of Saxony (about 300,000
inhabitants in 1990). Since Chemnitz had always been an important industrial location, it
received particular attention by SCPP. Its name was changed to Karl-Marx-Stadt, and the
intention was to turn the city into a model socialist city. Until 1989 the city and its region played
an important role as the GDR’s major industrial production site. After a relatively long period of
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Figure 2. Indexed population development of the case study cities before and after German reuni-
fication, 1939-2015.
Note: 1990 = 100%; population figures before 1990 refer to GDR municipal territories; population
figures after 1990 refer to municipal territories of 2015.
Source: Authors’ illustration based on Federal Statistical Office Germany (2017) and Ministerrat der
Deutschen Demokratischen Republik (1983).

deindustrialization and population shrinkage after 1990, Chemnitz can now be classified as a
slowly growing city (Figure 2).

Rostock is the largest city in the northern state of Mecklenburg-Western Pomerania and
had around 250,000 inhabitants in 1990. It was the GDR’s most important port city and an
international seaport. Massive investments were made in its infrastructure and fixed assets in
the shipbuilding industry. Following a period of drastic shrinkage after 1990, the number of
inhabitants in Rostock has seen a continuous increase in the last 15 years (Figure 2).

Suhl is a small city in south-western Thuringia (about 54,000 inhabitants in 1990). It has a
tradition of arms production and is also known for its construction of bicycles, motorcars and
light motorcycles. Despite its small size, Suhl was chosen to be the capital of a GDR adminis-
trative region (‘Bezirksstad?). In addition, electric household appliance manufacturing was
moved to Suhl in the 1970s. After German reunification, the loss of the capital status, as
well as the collapse of local industries, was accompanied by a quick decline in population.
Today the city can be characterized as stagnating (Figure 2).

Finally, Weiflwasser is a small city (approximately 35,000 inhabitants in 1990) in north-
eastern Saxony near the Polish border. During the first half of the 20th century the town had
become an important location for the German glass industry due to natural resources in the sur-
rounding areas. SCPP expanded the glass industry, making Weiflwasser one of the most impor-
tant glass-producing clusters in Europe. A second wave of industrialization resulted from the
emergence of lignite mining and energy industry nearby, leading to a massive influx of workers.
After German reunification, the glass industry vanished almost totally and the energy industry
was massively downsized. Weillwasser became one of the most drastically shrinking cities in
East Germany (Figure 2).

To discover the impact of city-specific SCPP measures on the economic performance of the
four cities since 1990, there is only very limited information in the form of statistical data or
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Table 1. Synopsis of case study cities, their main characteristics and development paths.

Initial characteristics

Return to market

City (1946) Measures of SCPP economy (1990s) Regeneration (since about 2000)
Chemnitz e About 250,000 Investments in all three existing o Job losses in all major o Successful re-privatization of
inhabitants industries industries engineering firms
e Strong industrial Name changed into Karl-Marx- e Return to old name  Revival of entrepreneurship culture
tradition: textile, Stadt but loss of local e Partial revival of industrial tradition
engineering, automotive City reconstruction according identity as industrial o Still negative perception from outside
o Entrepreneurial culture to socialist ideas city
e Strong war devastations Assignment of regional capital e Low attractivity for
(historical centre as well status (‘Bezirksstadt') consumption activities
as industrial sites) e Loss of capital status
(some functions
remained)
Rostock e About 115,000 Establishment of an e Seaport lost its o Harbour as base for new economic
inhabitants international seaport and competitiveness opportunities: ferry traffic, cruise line
e Long tradition in massive investments in the o Collapse of tourism, manufacturing of port
shipbuilding maritime industries shipbuilding and equipment
e Important location of the Reconstruction of parts of the fishing industry e New industries: wind power, medical

aerospace industry

o Large manufacturing

businesses

e Regional port

historic city (new buildings
referencing the Hanseatic
style)

Assignment of regional capital
status (‘'Bezirksstadt’)

Loss of capital status
(some functions
remained)

equipment

(Continued)
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Table 1. Continued.

City

Initial characteristics
(1946)

Measures of SCPP

Return to market
economy (1990s)

Regeneration (since about 2000)

Suhl

WeiBwasser

e About 25,000 inhabitants
e Tradition in the arms and

automotive industry

o Relatively high share of

manufactural workers in
the population

e About 13,000 inhabitants
o Important location for

glass production (natural
resources)

» Lignite deposits in the

nearby area

Investments in the two existing
industries

Assignment of regional capital
status ('Bezirksstadt’)

Urban renewal according to
socialist ideas

Construction of large ‘socialist
style’ amenities

Investments in the glass
industry

Investments in the lignite and
energy industry in the
surrounding region
Investments in new residential
areas and public infrastructure

Breakdown of the
automotive industry
Downsizing of the
arms industry

Loss of capital status

Collapse of the glass
industry

Job losses in the lignite
mining and energy
industry

De-industrialization

High maintenance costs for cultural
amenities

Negative perception from outside
Unwillingness of neighbouring cities
to cooperate

Strong de-industrialization and
ongoing population decline

High infrastructure maintenance costs
Very few private investments

Source: Authors’ own research (semi-structured interviews and complementary literature presented in section 5).
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written documents. Therefore, we turned to conducting qualitative interviews with different
categories of stakeholders. We are aware that this method involves several shortcomings.
Some stakeholders from today may be too young to be correctly informed about the local
development before and in the immediate aftermath of German reunification. This means
that some statements will not be based on personal experience but more on the narratives
about local development which prevail in a city. Statements by some stakeholders may be
influenced by their special interests. To reduce these shortcomings, our group of interview part-
ners includes a wide range of stakeholders: mayors, city councillors, representatives of local job
agencies, business development agencies, business associations, heads of local museums and
major local businesses as well as local scientists and journalists (see Appendix A in the online
supplemental data).

We started the semi-structured interviews by asking the local experts for their views on the
economic development and the most relevant changes in their city before and after 1990. Then,
following our knowledge about city-specific SCPP measures, we asked for details about the
scope and structure of these measures during the times of socialism. This was followed by ques-
tions regarding the present relevance of these measures and the channels by which the SCPP
measures have — in the view of the interview partners — influenced (or are still influencing)
the local economic situation. Between summer 2015 and winter 2017, a total of 33 interviews
were conducted; the interviews lasted between one and two hours and took place in the pro-
fessional premises of the interviewees. We took extensive notes during the interviews and sub-
sequently wrote interview records which were analysed according to the theoretical framework
presented in section 3.

5. EMPIRICAL RESULTS

5.1. Investments in existing industries

5.1.1. Implementation by the GDR regime

One crucial strategy of the GDR was to conglomerate and expand existing industrial clusters,
which were prioritized by SCPP. All our case study cities were seats of the headquarters of
important industrial conglomerates which formed out of the nationalization of existing firms.
This includes the production of automotive parts, machine tools, household appliances and tex-
tile fabrics in Chemnitz, the shipping and shipbuilding and fishing industries in Rostock, the
production of mopeds and guns in Suhl, and the glass industry in Weiflwasser.

Chemnitz and Rostock are the most significant examples for this strategy. Since large pro-
portions of the local production sites had been destroyed during the Second World War, and
parts of the remaining machinery were shipped to the Soviet Union as reparation payments,
high investments were needed to restore Chemnitz’s leading role in East German manufactur-
ing. In contrast to other regions of the GDR, the nationalization of local firms was relatively
superficial. Even though the many small and medium-sized companies were merged to large
industrial conglomerates, small-scale, historically grown structures remained intact below the
surface (cf. interview L.b; I.c). Chemnitz’s important role within the overall national economy
and a strongly dominating industrial sector, combined with the approach to build a model
socialist city resulted in an ambiguous external perception of Chemnitz. One of our interviewees
stated that the city was regarded from outside as a rather technocratic city without attractive
cultural amenities (cf. interview Lh).

Unlike in Chemnitz, where investment in existing industries resulted in only a modest popu-
lation growth, the expansion of local maritime clusters in Rostock led to continuous growth up
until 1989. Rostock’s rise followed the strategic decision to create a state-owned commercial
fleet and to establish an international seaport in order to become independent from neighbour-
ing countries in international trade. This could only be achieved through large investments into
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new docks, port facilities and train connections as well as roads to the hinterland. The need for
new ships resulted in investments in the shipbuilding industry in Rostock. In addition, SCPP
supported the fishing industry by expanding the East German fishing fleet (Nuhn, 1997).

The stock of human capital in Rostock was insufficient to implement these plans, and
workers, particularly engineers were needed. Relevant qualifications could mainly be found in
the southern parts of the GDR. Therefore, SCPP offered special incentives to migrate to
Rostock: Modern dwellings near the Baltic coast, far away from old industries and air pollution,
as well as high salaries. The newly established international harbour strongly affected the city’s
image. Rostock was regarded as the ‘GDR’s Gate to the World’ (Nuhn, 1997). Migrants from
other regions endorsed this image and soon developed a strong personal identification with the
city and its harbour (cf. interviews II.c; IL.d).

5.1.2. Development after socialism

With the end of socialism came the end of competitiveness for almost all traditional industrial
clusters in our case study cities. This led to plant closures and massive job losses. The reasons for
this were manifold, including low productivity, a lack of Western technology standards in East
German manufacturing, the breakdown of major sales markets in Eastern Europe, general
structural change (changes in private demand, shift of production to low wage countries),
East Germany’s entry to the German currency union” and individual mistakes during the pro-
cess of re-privatization (cf. interviews Li; IV j).

In Chemnitz, the partial collapse of three major industries — engineering, automotive and
textiles — caused a severe ‘identity crisis’ for the city and its inhabitants (cf. interview I.c).
Though the city changed its name back to Chemnitz, the downturn of the local economy during
the first half of the 1990s severely destroyed faith in the city’s citizens in its once very proud
industrial tradition. For a relatively long period local development strategies almost neglected
the manufacturing sector (cf. interview L.h). However, starting in the early 2000s, Chemnitz
began a slow resurgence that followed old industrial pathways. Before the war, Chemnitz
had a high level of self-employment. The rather superficial conglomeration process during
GDR times with persistent small-scale firm structures under the surface of the large conglom-
erates meant the re-privatization process was more successful here than in other East German
regions (cf. interview L.c). Some of the former directors within the industrial conglomerates, or
in some cases even the employees themselves, took charge and, after a long period of economic
struggle, were able to successfully reposition their businesses within a market economy. This
revival of the old entrepreneurial culture was accompanied by several outside investments, partly
promoted by managers with strong historical and/or personal ties to the city (cf. interview Lb).
Today, the local economic structure is again dominated by small and medium-sized firms, with
the automotive industry and mechanical engineering being core sectors.

While the regeneration of local industries took a relatively long time, many of our interview
partners have claimed that the regeneration of local identity has taken even longer. First 20 years
after German reunification, local decision-makers were turning their faces back towards Chem-
nitz’s industrial tradition in terms of place branding strategies. In 2009, the marketing label
‘modern city’ was established, reflecting the rediscovery of the city’s industrial tradition.

Unlike in Chemnitz, where economic resurgence can be linked to the adaptive resilience of
small-scale structures in the local engineering cluster, the economy of Rostock in around 1989
was dominated by a few large conglomerates in the shipping, shipbuilding and fishing indus-
tries. These industries quickly collapsed after German reunification.” Due to the new political
geography in Europe, the international seaport lost its competitiveness to the much larger and
more accessible ports in West Germany and the Netherlands. But global economic develop-
ments after 1990 worked in Rostock’s favour. European integration resulted in the emergence
of ferry traffic as a rapidly growing sector around the Baltic Sea. Thanks to the docks built in
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GDR times and the city’s location, Rostock could attract a relevant share of this ferry traffic (cf.
interviews IL.b; I.e). A second new economic development path was the rapidly growing sector
of cruise line business. As the East German fleet was already active in this business before 1990,
one part was privatized and turned into a special shipping company for cruise liners (cf. inter-
view II.g). Today Rostock is one of Europe’s most important ports for cruise ships. Also in
favour of Rostock was the increasing global demand for seaport equipment. Once one of the
port basins of the (former) international harbour was refilled, it was possible to develop a site
for manufacturing, particularly for building dockside cranes. The plans to restructure the har-
bour, and in particular to transform the harbour basin into a production site for dockside cranes,
were quite controversial and faced strong resistance from local initiatives (cf. interview ILa).
Citizens of Rostock wanted to preserve all basins, as they regarded them as ‘the most precious
sites of Rostock’ (cf. interview II.a) and a symbol for Rostock’s ambitions for playing a role as a
relevant international seaport.

Although the structural problems after 1990 led to massive unemployment and the
migration of many people to West Germany, according to our interviewees the general
image of the city as a relevant seaport and a pleasant place to live near the coast remained
positive.

5.2. Investments in new industries

5.2.1. Relevant support measures by SCPP

SCPP also invested in completely new regional production systems. Examples of these new
clusters can be found in all our case study cities, but most of them did not take a leading role
in the cities’ long-term economic development.

A strong impact of these strategies can be discovered in Weiflwasser. The town’s impressive
population growth since the 1960s (Figure 2) can be closely linked to the strategy of the GDR to
become self-sufficient in the field of energy supply and therefore exploit the lignite deposits in
the region of Upper-Lusatia. Key to this was the establishment of a power plant in nearby
Boxberg, which, at its peak in the 1980s was the largest power plant in the GDR (Kabisch
et al., 2004). Although the lignite mining and energy industry were not located within the
city itself, Weilwasser received massive investments in new residential areas, cultural amenities
and local infrastructure aimed at workers in the nearby industries. According to the number of
workers living in the city, the lignite and energy industry became the most important sector for
Weillwasser.

5.2.2. Decline of new industries since 1990

The decline of the lignite and energy industry is an ongoing process and job cuts proceeded
more gradually than in other sectors (cf. interview IV.j). Although lignite mining in the
region will fade in the near future, the lignite and energy industry shaped the economic land-
scape in and around Weiflwasser in an influential way. Large areas occupied by the lignite
mining industry have even reinforced the city’s peripheral location. In particular, infrastruc-
ture development in the surrounding region is severely restricted due to the low load-bearing
capacity of the ground (cf. interview IV.e). As a result of these restrictions, Weiflwasser
today is not only truncated from Germany’s economic centres, but also from closer regional
centres such as Cottbus, Bautzen and Gérlitz. Moreover, the lignite and energy industry
with its air pollution has contributed to an unfavourable image of the region in terms of
quality of life. This partially suppresses potential tourism which, according to the local
development strategy, is seen as an important future development path. Finally, the rapid
rise of Weiflwasser during GDR times resulted in a rather difficult relationship with neigh-
bouring municipalities whose representatives are unwilling to accept the city’s central
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position within the region and therefore restrict opportunities of intermunicipal cooperation
(cf. interview IV.g).

5.3. Changing a city’s administrative status

5.3.1. Measures to reconstruct public administrations

One goal of SCPP was to dismantle the historic administrative structures. After 1952, 14 new
administrative regions (‘Bezirke’) replaced the six states (‘Linder’) that had emerged historically.
The state authorities were dissolved and replaced new regional authorities (‘Réte der Bezirke and
‘Bezirkstage') located in newly established regional capitals (‘Bezirksstidte’). An additional goal of
these territorial reforms was to reduce the importance of old capital cities such as Dresden and
states such as Saxony. From our sample, Chemnitz, Rostock and Suhl are examples of newly
established regional capitals.

Suhl is a good illustration of a relatively small, peripheral town that strongly benefited from
its new status as a regional capital. The city was chosen over the traditional capital city of
Meiningen due to its industrial tradition and its relatively high proportion of manufacturing
workers among its population. The status of ‘Bezirksstadf was combined with a strong influx
of workers, the construction of new dwellings and the creation of expensive ‘GDR-style’ cultural
amenities such as a congress hall and a concert hall with its own philharmonic orchestra.

5.3.2. What has remained after 1990?

After German reunification, the 14 GDR administrative regions were replaced by six federal
states that reflected the old institutional set-up. Thus, eight cities, including all three regional
capitals in our sample, lost their administrative status. The effect was rather inconsequential for
Chemnitz and Rostock, which remained important regional centres due to their sheer size. In
contrast, Suhl was much more severely affected by its loss of administrative status. Because the
rise of the city during GDR times was very strongly linked to its assignment of regional capital
functions, the same can be said for its continuous downturn since 1989. Due to its relatively per-
ipheral location within Germany and the end of the local moped production in 1996, Suhl was
unable to compensate for the loss of centrality caused by the change in its administrative status.

The city’s dependence on public administration during GDR times has led to barriers
against adapting to new paths of urban economic development. After 1989 local policymakers
wanted Suhl to remain a central hub for the entire region, with a strong focus on the service
sector, and neglected new investments in the field of manufacturing (cf. interview IIlLa).

The extensive GDR infrastructure, designed for a population of up to 100,000 inhabitants
(cf. interview I11.d), and the extraordinary social and cultural amenities still generate exorbitant
maintenance costs for the small city (today about 35,000 inhabitants). This prevents it from
making important investments for future urban development (cf. interview IIl.e). Although
some of the amenities, such as the philharmonic orchestra, have already been dismantled, any
potential reductions in public infrastructure face strong opposition from the local population,
which has become accustomed to an outstanding level of cultural amenities. While the inhabi-
tants and decision-makers in Suhl keep up to the idea of being the ‘capital city’ of Southern
Thuringia (cf. interview IIl.a), other municipalities in the region still ‘feel discriminated’ (cf.
interviews IIL.a; I11.d; II1.¢), as the ‘red Subl (interview II1.f) had been prioritized by the socialist
regime. Therefore, neighbouring municipalities are unwilling to cooperate with Suhl, for
example, in the field of business development.

5.4. Socialist urban renewal

5.4.1. Implementing plans for ‘socialist cities’

Instead of rebuilding the inner cities in a way that would retain their traditional character, the
GDR aimed at creating completely new inner cities that reflected the ideas of socialist urban
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planning. This included broad streets, large squares for mass events and large modernist build-
ings such as event halls, and was often complemented by new residential areas with huge pre-
fabricated housing blocks.

While in Rostock and Weiflwasser urban planning was mainly directed at developing com-
pletely new districts outside the core cities, Chemnitz and Suhl are good illustrations of ‘socialist
urban renewal’. Due to their largely industrial character both cities were chosen as model social-
ist cities, demonstrating the triumph of the industrial working class over old commercial and
‘bourgeois’ structures. In Chemnitz, the process of socialist urban rebuilding was closely linked
to the change in name to ‘Karl-Marx-Stadt’ in 1953 and to the new status of a district capital
and resulted in the demolition of some of the few historical structures within the city centre that
had survived Allied bombing during the war (Viertel & Weingart, 2002). During the 1970s, the
renewal of the inner city was abruptly halted and resources were bundled into the new socialist-
style residential area ‘Fritz Heckert’, one of the largest prefabricated building settlements in the
GDR.

Like in Chemnitz, the transformation of Suhl’s city centre was linked to its assigned status of
a ‘Bezirksstads . Although the inner city was not severely damaged during the Second World
Wiar, the historical structures (of a country town with small, unpretentious buildings) were
torn down and replaced by socialist style buildings (cf. interview III.a).

5.4.2. Legacies from built structures

After 1990, the results of socialist urban reconstruction made it difficult for the inner cities to
attract tourism and other kinds of consumer activities and therefore hampered the emergence of
new growth paths in retail and services. They also had negative long-term consequences for the
internal and external perception of Chemnitz and Suhl and their attractiveness as a location for
firms and private households (cf. for the case of Suhl; interview II1.d). Both cities continue to
suffer from their image as ‘old’ and ‘grey’ industrial cities with a lack of urbanity and historical
sites. In the words of one of our interviewees, ‘Chemnitz has been destroyed twice, first by allied
bombing and then by reconstruction under the socialist regime’ (cf. interview Ia).

The opportunities of local policymakers to tackle this legacy were limited. The complete
reconstruction of the old urban structures was too costly for the financially strapped medium-
sized cities of Eastern Germany and there was often a lack of alternative concepts that met
the diverging interests of various stakeholders. For example, in Chemnitz during the 1990s
and early 2000s, local planning policies mainly focused on the dismantling of old Wilhelmian
buildings as a reaction to urban population shrinkage and on the upgrading of residential areas
from socialist times. Today these neighbourhoods are perceived as socially deprived problem
areas. In Suhl, both citizens and local policymakers were devoted to conserving the building tra-
dition of the GDR (cf. interview IIl.a). In Chemnitz, since 2009, the city has used the label
‘modern city’ for marketing purposes, primarily referring to its industrial history but also to
its modernist cityscape which had been deeply shaped by SCPP. This could be seen as an
attempt to use the GDR legacy for creating a more positive image of the city.

6. DISCUSSION AND CONCLUSIONS

As explained above, qualitative interviews as the main data sources for our case studies have sev-
eral deficiencies. Therefore, our findings and the following conclusions have to be read with
some caution. Bearing these constraints in mind, we would at first summarize that the legacy
of SCPP in our four case study cities was obviously in general a factor hampering the evolution
of successful new economic trajectories after the return to a market economy — and many of
these long-term effects of SCPP are still at work. In general, the impact of SCPP on urban
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development may be classified as just past dependence. But we have also identified some mech-
anisms which show similarities to the concept of path dependence.

Quite obvious are the negative effects of SCPP in the fields of investments in existing and in
new industries. Following the general efficiency problems of state-owned enterprises and central
planning, after 1990, the main industries in our case cities were not competitive, and many
businesses went bankrupt. In Western countries, some of these industries (as the production
of glassware and mopeds) had been under pressure since the 1970s, but many cities and regions
took the opportunity to adapt towards new growth trajectories. Under SCPP the old industrial
structures were conserved until it was too late. This tendency resembles the outcome of path
dependence in some old industrial regions in Western countries. But in socialist countries,
the tendency to avoid a change towards new trajectories was more or less ubiquitous. Moreover,
these mechanisms stopped abruptly by the end of socialism.

The two larger cities within our sample were more successful in repositioning themselves
than the smaller cities. While this certainly is associated to general agglomeration benefits of
larger cities, the economic revival of Chemnitz and Rostock is also closely related to the efforts
of local decision-makers to take advantage of local assets and turn the industrial legacy into new
pathways. In Chemnitz this was strongly associated to the entrepreneurship culture that has
survived the era of SCPP and the ‘quasi conservation’ of pre-socialist structures of businesses.
Historical structures, evolved long before the socialist era, were more persistent than the efforts
of SCPP to influence the city’s industrial structure. While the industries in Rostock had more
problems to survive the post-socialist transition, the city was able to take advantage of the mega-
investments by SCPP in maritime infrastructure, roads and railways to the hinterland. Based on
these measures, a new cluster of businesses could evolve.

One of our most interesting findings is the relevance of the legacy from SCPP for different
categories of ‘soft’ factors such as local identity and image and the attitudes of residents, local
decision-makers. In the case of Rostock, the GDR had the intention to develop a positive pic-
ture of the city in the eyes of the local population and within the general public opinion — it was
necessary to stimulate migration to the city and to legitimate the massive investments in the new
international seaport. This positive picture is still existing and is supporting today’s economic
development in Rostock.

For the other three cities, SCPP had a negative impact on their outside perception and a lot
of these negative images are still alive. As Suhl and Weifiwasser had been privileged in relation
to the neighbouring regions, people and decision-makers from these regions still have their
reservations against the cities, especially with regard to intermunicipal cooperation. This results
in negative implications for the economic recovery of both cities. In addition, according to our
interviewees, the supra-regional perception of Chemnitz, Suhl and Weilwasser is still quite
negative. With regard to Chemnitz and Suhl, this is mainly due to socialist urban renewal pol-
icy. Weiflwasser and its region are perceived as places with a low quality of life, following the
extension of opencast mining and air pollution by power plants under the socialist regime.

Surprisingly, in Chemnitz and Suhl there have been only slight efforts to change the nega-
tive perception of cities caused by socialist urban renewal. For a long time, citizens and policy-
makers were devoted to conserve the socialist urban structures — a long-term effect of SCPP on
local identity. Similar was the situation in Rostock, where residents tried to prevent the trans-
formation of a harbour basin into a production site, as the construction of this basin was seen as
an outstanding milestone for the upturn of the city during socialist times.

The impact of the described ‘soft’ factors may be interpreted as more than just ‘past depen-
dence’, but we were not able to identify clear mechanisms of self-reinforcement after the end of
socialism. All in all, on the base of our case studies, we would conclude that there are just slight
similarities between the long-term effects of SCPP and the typical mechanisms of path
dependence.
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Finally, what are our general conclusions for the discussion on diverging development paths of
post-socialist cities? With our case studies, we have discovered a few factors of SCPP that have
supported and several other factors which have impeded the local economic recovery process.
Most relevant were different categories of ‘soft’ factors. Future research should use these results
as hypotheses for broadening the empirical base of our findings, especially by looking at cities in
other post-socialist countries in Europe or the rest of the world that have experienced significant
SCPP measures in order to change their economic development trajectories and faced similar
challenges of adaptation within a market economy. Since the post-socialist transition process
in East Germany differed from processes in most other post-socialist countries, it would be
additionally interesting to examine more closely the interplay between the impact of SCPP
and spatial policies after 1989 on urban economic development, as well as strategies which had
been successfully used by post-socialist cities in order to overcome the long-term negative effects
of SCPP, in particular with regard to ‘soft’ factors such as local image and identity.
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NOTES

! As East Germany’s urban system consists of mostly rather small cities, and since there are
only three major agglomerations with more than 500,000 residents in East Germany (Berlin,
Dresden and Leipzig), cities with around 200,000 residents may be categorized as relatively
large.

One strategy of SCPP was to sell products to Western countries below world market prices
with the aim of maximizing foreign currencies. After the currency union, prices of East German
products such as guns, mopeds and glassware immediately became far too expensive for
consumers.
> Although the federal and state governments initially tried to support shipbuilding through
massive subsidies (cf. interview II.a).
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