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English abstract 
 

In this paper I propose to present and analyse the processes passed in the economy, society 
and the labour market of Saxony-Anhalt during the last one and a half decade. 
 I have chosen this region of Germany because it shows a considerable similarity to the 
Region Northern Hungary, where I learn and do my research. Besides Saxony-Anhalt as the 
part of the former German Democratic Republic also had to restructure its planned economy 
after the collapse of the ’socialist block and market’. Since the German reunification (03. 10. 
1990) Saxony-Anhalt is being part of the European Union (earlier: European Communities), 
hereby the case of this German region (’Land’) serves with many lessons to Northern 
Hungary or rather the whole country. 
 In addition I intend to give a view of the German administrative system inspired by the 
example of Saxony-Anhalt, as the German federal system can be a sample to the Hungarian 
regional system. 
 The motive of this paper and my research is, that -in my opinion- the lagging behind 
Hungarian regions have no chance to close up without any political, financial decentralisation. 
From this point of view Saxony-Anhalt and Germany are worth examining. 
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Introduction 
 

In the European Union (EU) it is more and more often proclaimed, that not the integration 
of the states is required, but the integration of the regions. The process of the decentralisation 
promote the realization of this aim, i.e. the strengthening of the sub-national level. This 
means, that according to the principle of the subsidiarity1 the concentration of the decision 
making system must be reduced. The emphasize of the lower level of the administrative 
system helps the more effective enforcement, protection of the local interests, the setting up 
connection among the various states, nations and last but not least the reduction of the 
territorial disparities. 

During the last decades many countries in the EU federalized (Belgium) or regionalized 
(France, Italy) their constitutional forms, i.e. decreased the grade of centralization. Naturally 
there are other states, like Germany and Austria in which the greater autonomy of the self-
government is a historical tradition. 

The analysis of the above mentioned countries can serve with useful information for the 
process of the regionalization in Hungary. 
 

                                                 
1 ’The Treaty on European Union introduced the principle of subsidiarity into the EC Treaty (Article 5). This 
means that the Community may take action in areas which do not fall within its exclusive competence only if and 
in so far as the objectives of the proposed action cannot be sufficiently ahieved by the Member States and can 
therefore, by reason of the scale or effects of the proposed action, be better achieved by the Community.’ 
Source: Glossary of European Union 
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The region Saxony-Anhalt 
 

Saxony-Anhalt is one of the 16 regions (’Länder’) which form the Federal Republic of 
Germany (FRG). It lies in the heart of Germany and surrounded by 4 German regions 
(Brandenburg, Lower Saxony, Saxony and Thuringia). Saxony-Anhalt is the seventh largest 
region of Germany, but by the number of the population is just the eleventh. 

Before the reunification the whole territory of Saxony-Anhalt belonged to the German 
Democratic Republic (GDR). The region won its actual shape on 3rd October, 1990 when 
joined the federal republic. Since that time Saxony-Anhalt is also being part of the European 
Union (earlier: European Communities). 

At present the region consists of three counties, all of them are named after their capital. 
Magdeburg is not only the centre of its county, but the whole region as well. 
 
Table 1: main indicators of the territorial units, 2001 

 Territory
(km2)

Population
(thousand)

Density of pop.
(person/km2)

County Dessau 4280 556.3 130
County Halle 4429 881.5 199
County Magdeburg 11737 1225.8 104
   Region Saxony-Anhalt 20446 2663.6 130
      FRG 357020 82163.5 230
Source: Tatsachen über Deutschland, 2000 
 
The political change and its effect on the economy 
 

As it was mentioned in the previous chapter, Saxony-Anhalt with together 4 present regions 
(Brandenburg, Mecklenburg-Western Pomerania, Saxony and Thuringia) was part of the 
Eastern Gemany. The GDR owned the most rigid, the most centralized economical and 
political system in the ’socialist block’, therefore a radical change was needed. 

First, at the beginning of 1990 the judicial background was built up, new laws related to the 
foundation of company were called into existence. Besides the State Property Agency (SPA) 
was established which dealt with the reprivatisation and the management of the earlier 
nationalized companies. In the year of the foundation the SPA possessed with almost the 
whole property of the GDR. The process of the reprivatisation did not take place on the stock 
exchange which was favourable the west German investors, who had advantages because of 
the lingual, judicial, institutional and cultural uniformity. After fifteen thousand transactions 
the SPA finished its work in December 1994. The grandiose subventions given to the 
companies made the balance of the SPA negative, deficit. 

1990 had one more significant event which made a great impression on the economy of 
Eastern Germany. The east German currency was replaced by the western mark, the exchange 
rate was one to one. Essentially the international political and not the economic situation 
motivated this step, later the overvalued currency caused serious problems in the east German 
economy. 

Before the unification all the problems of the planned economy characterized Eastern 
Germany, they were: out-of-date capital assets; low productivity; large energy and matter 
demand, consumption; poor quality. The foreign demand for the east German products and 
goods came to an end or dramatically fell following the Comecon’s (Council for Mutual 
Economic Assistance) collapse. What is more, the internal market also preferred the modern, 
better quality products and services which were made in the western part of the country. 



 3

The change of the currency and the quick raising of the wage-level made the economical 
situation worse in Saxony-Anhalt and the other eastern regions. 

The output of the oversized, non-competitive economy significantly decreased at the 
beginning of the 90’s in Saxony-Anhalt, in parallel with this the number of the employed 
persons also fell. The figures show the volume of this process. 
 
Table 2: number of the employed persons by sectors in Saxony-Anhalt (thousand) 

 Agriculture, Productive Service Total 
 forestry, branches branches  
 fishery  

1991 96 519 659 1274 
1992 55 418 653 1126 
1993 45 398 657 1100 
1994 43 400 677 1120 
1995 40 407 689 1136 
1996 37 385 691 1113 
1997 40 359 690 1089 
1998 43 345 699 1087 
1999 40 329 710 1079 
2000 40 307 706 1053 

Source: Statistisches Jahrbuch für die Bundesrepublik Deutschland, 2001 
 

It can be seen that both the agricultural and the industry were not able to keep their 
workforce and the service sector could not to absorb the people remained without workplace. 
This situation had two consequences. 

On the one hand the decline of the number of the population could not be stopped; this 
phenomenon arose from two reasons: the natural decrease and the migration from the region. 

On the other hand the number of the unemployed people increased by leaps and bounds and 
the regional unemployment rate was twice as big as the national average even at the end of the 
90’s. 

 
Table 3: tendencies in Saxony-Anhalt 

 The population Unemployment rate, % 
 of Saxony-Anhalt Germany Saxony-Anhalt 
 (thousand) 1991 7,3 10,3

1960 3308 1992 8,5 15,3
1970 3221 1993 9,8 17,2
1980 3084 1994 10,6 17,6
1990 2890 1995 10,4 16,5
1993 2788 1996 11,5 18,8
1994 2769 1997 12,7 21,7
1995 2750 1998 12,3 21,7
1996 2732 1999 11,7 21,6
1997 2714 2000 10,7 21,4
1998 2690  
1999 2663  

Source: Statistisches Jahrbuch für die Bundesrepublik Deutschland, 2001 
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The change of the national income showed advantageous trend like the before-drafted 
processes. The shrinking of the GDP stopped in 1993 and the next year already the east 
German regions were the fastest developing parts of the EU which made the Germans 
optimist. At that time most of them thought that the difference between the two parts of the 
country would disappear or become insignificant. Nevertheless this positive scenario did not 
come true; moreover since 1997 the rate of growth in the east German regions (also in 
Saxony-Anhalt) has not reached the national average, i.e. during this interval the 
backwardness has got larger instead of closing up. 

 
Figure 1: the change of the GDP, % 

Source: Statistisches Jahrbuch für die Bundesrepublik Deutschland, 2001 
 

To understand the trends the structure of the economy has to be examined. The table 
number 4 presents that the role of the agriculture, forestry and fishery is more significant, at 
the same time the importance of the services and the productive branches lags behind. 

The share of the building and construction industry in Saxony-Anhalt much larger than in 
the western regions because the monumental state investments boost this branch. 
 
Table 4: breakdown of the GDP by sectors, %, 2001 

 Saxony-Anhalt Germany
Agriculture, forestry 

and fishery 2,90 1,20
Productive branches 18,10 25,20

Building and construction 9,50 4,90
Commerce, catering trade 

transportation and communication 17,00 17,20
Financial and 

entrepreneurial services 24,70 30,40
Other services 27,80 21,10

Source: Statistisches Jahrbuch für die Bundesrepublik Deutschland, 2001 
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In the middle of the 90’s the building and construction industry caused the spectacular 

economic growth, but the sources of this growth were produced not in Saxony-Anhalt. The 
income transfers from West Germany guaranteed the dynamics. The next diagram informs 
about the dimension of the transfers which moved from west to east in the last decade. 
 
Figure 2: the size of the gross transfers, billion € 
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Source: Der Spiegel, page 25. 
 
The development conception 
 

Altogether more than 1.200 billion euros got to the eastern regions. Nevertheless the major 
share of this benefit was used up in a non-productive way; the transfers served the aims of the 
set-up of welfare state. 

There are other financial sources for Saxony-Anhalt to develop its economy, they are: the 
Structural Funds of the EU. The sources are accessible in the frame of the ’Common 
Development Conception’ (Gemeinschaftliches Förderkonzept). This conception regards the 
eastern regions of the FRG between 2000-2006 period. During this period altogether 
approximately 20 billion euros are available for the execution of supporting measures. The 
conception is arranged by the EU in coordination with the regions. 

The conception shows the structure, as it follows: 
 
1. Enhancement of the competitiveness: 

− with special regard to the industrial production, 
− improvement of the chances of the SME’s, 
− development of the information industry; 
− enlarging the sources of the R&D. 
 

2. Infrastructure development: 
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− infrastructural investments in the economy to advance the R&D activities, 
− enlarging the possibilities of further and re-education, 
− developing the transport network in relation both in regional and in local. 
 

3. Environmental protection and recovery: 
− extension the drinking and the sewage-water network, 
− reduction the air-pollution, 
− energy efficiency in production, 
− salvage and treatment of waste, 
− Recultivation of industrial and mining areas and recycling. 
 

4. Increase the labour force potential, as the equal opportunity: 
− application of active and preventive labour market tools, 
− professional and general education, 
− life-long-learning, 
− equal opportunity between men and women, 
− benefit to realize social aims. 
 

5. Rural and fishery development: 
− transformation of the agricultural structure, 
− modernization of fishery, 
− rural development. 

 
Federalism in Germany 
 

’A federation is a form of political organisation characterized by a division of responsibility 
between a central authority and component parts (states, regions or provinces), each enjoying 
autonomy in certain field. Among the areas of responsibility usually given to the central 
authority are defence, foreign trade, external representation and negotiation of treaties and 
the management of currency. …’ 
Source: Glossary of European Union 

 
When the constitution of the FRG was created in 1949, the principle of the federalism 

played a great part. The historical tradition of Germany and the political, military situation 
contribute to this. 

The development of the federalism of the Federal Republic of Germany could be divided 
into three phases: 

- 1949 up to the end of the 1960er years, when the weight shifted to the centre, 
- Starting from the 1970s a transition was made to a ‘cooperative federalism’, whereby 

this term is misleading regarding the FRG. Co-operation between the federation and 
the member states was already very intensive, 

- In the third phase the ideal picture of a dual federalism raised, a clear separation of the 
two national levels and thus a theoretically independent policy of the two fields. 

The establishment of the federalism in Germany after the Second World War is not to be 
based on the geographical situation, but on ethnical (cultural differences between east and 
west, north and south) and historical reasons. 

An advantage of the federalism is also the development of several political organs in a 
democracy. The citizen receives in this way more opportunities to participate in politics and 
strengthens thereby the confidence of the citizen to the democracy. By a larger number of 
elections the citizen does not only have more possibilities of taking part in the opinion 
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forming, it can also lead to a blockade of the politics. In this way, that unpopular but 
necessary decision won’t be made before elections. 
In general the federalism gives the citizen the possibility of understanding the policy in a 
better way. The policy of his country is closer and more common to him as the federal politics 
in the partial far centre. 

The centre by the federalism is relieved from its sub national tasks and should therefore be 
able to concentrate on the interests of the Federal State. In this topic the federal order within 
the FRG follows the principle of subsidiarity, according to a higher rated community should 
only worry about the interests which cannot be fulfilled by a lower unit better or in the same 
way. Of course the principle must be used in both directions, so that the lower parts of the 
community won’t get overload. The principle stands thereby in direct connection to the 
separation of powers which is divided in different levels and not only on different institutions. 

The force inhibition (by the separation of power) again represents one of the outstanding 
features of the democracy. 
The horizontal separation of power (judicative, executive, legislation) is protected mainly by 
the modern party democracy. Besides the temporal restriction constitutional restrictions affect 
the political powers. 

The vertical separation of power arises as a result of the connection of federation and 
countries in the legislation, whereby mutual control becomes necessary and possible.  This 
control is ensured by usually different majority conditions in ‘Bundesrat’ and ‘Bundestag’. 

The need of political personnel is increased by the political weight of the countries, whereby 
again a larger range of the population is interested in politics. In a federal system also the 
weight of the regional party organizations opposite to the Federal associations is more 
powerful, since these are established in the governmental or the opposition work. In addition 
the competition between the federation and the individual states also promotes the testing of 
new political methods and/or the innovation strength in general. 
 
 
Conclusion 
 

The case of the region Saxony-Anhalt demonstrates that just generous financial assistances 
are not sufficient to modernize, develop a region. If a strategy with clear goals regarding to 
the given territory does not exist, the utilization of the sources will not be effective. 

In order to the adequate developing directions, aims will be formulated; the decentralisation 
of the decision making – in some degree – is indispensable. The decentralisation of the 
financial budget and the decentralisation of political system have to be harmonized. 

In the early 90’s the development of Saxony-Anhalt followed not economic aspects, but 
political and social standpoints. The diverse theories, functions were not coordinated which 
had negative affect on the development of Saxony-Anhalt. Expected, in the future the 
economic efficiency plays greater role which can contribute to the better regional 
development in Saxony-Anhalt. 
 
 
 
 
 
 
 
 
 



 8

References 
 
Statistisches Jahrbuch für die Bundesrepublik Deutschland [Statistical Yearbook of the 
FRG] (2001), Statistisches Bundesamt, Wiesbaden 

 
Oelke, Eckhard (2001), Sachsen-Anhalt, Justus Pethers Verlag, Gotha 

  
Tabuzone Ost, in: Der Spiegel, 04. 04. 2004, Nr. 15 

 
Laufer, H, (1997) Das föderative System der Bundesrepublik Deutschland, Bayrische 
Landeszentrale für politische Bildungsarbeit, München 

 
Glossary of European Union – General Notions, (2001), Szaktudás Kiadó Ház, Budapest 
 
Wagstaff, Peter, (1999), Regionalism in the European Union, Intellect, Exeter, England 
 
 
www.bundesregierung.de 
 
www.sachsen-anhalt.de 

 
 
Author’s address 
 
University of Miskolc 
Department of Regional Economics 
MISKOLC 
Egyetemváros 
H-3515 


