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EUREGION MEUSE-RHINE:  
 

THE CROSS-BORDER REGION LIEGE-MAASTRICHT-AACHEN 

Figure 1. Cartography of the Meuse-Rhine Euregion 
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Introduction 

1. In 1974, the governors of the Belgian and Dutch Limburg as well as the Regierungspräsident of 
Köln decided to implement the suggestion of the future Queen of The Netherlands. While she was in 
official visit in Maastricht, she proposed to develop a project of trans-border association aimed at 
intensifying the cross-border co-operation among the different concerned regions, like it already existed, 
since 1975, for the Dutch-German cross-border region of Ems-Dollard. 

2. In 1976, the agreement in principle of a cross-border institution was fixed. The purpose of this 
cross-border region was first to promote the integration of the populations separated by national frontiers. 
This cross-border region took the name of the two rivers crossing this area: the Meuse-Rhine Euregion. 
In 1978, the province of Liege joined this cross-border region and, since 1992, the German-speaking 
Community of Belgium1 is the fifth partner of the Meuse-Rhine Euregion. So, the Meuse-Rhine Euregion 
territory is now made up of the South part of the Dutch Limburg,2 the city of Aachen, Aachen Landkreis, 
Düren Kreise, Euskirchen Kreise and Heinsberg Kreise in Germany and the provinces of Limburg and 
Liege and the German-speaking Community of Belgium. 

3. Despite the presence of a Meuse-Rhine Euregion working group created in 1976, it is only 
since 1986 that concrete actions are performed and in 1990 that a substantial impulse was given to the 
trans-border co-operation thanks to a financial intervention from the European Commission for the period 
1991-1993 in the framework of Community initiatives (INTERREG I). The programme was continued 
from 1994 to 1999 (INTERREG II) and a new programme has been designed for the period 2000-2006 
(INTERREG III). 

Characteristics of the Meuse-Rhine Euregio 

4. Composed with five partner regions belonging to three different countries and collaborating in 
three different languages (Dutch, French and German), the Euregio Meuse-Rhine covers an area of 
10 738 km2, counts almost 3.8 million inhabitants and can pride itself to share five different cultures 
(German, Dutch, Flemish, Walloon and the culture of the German-speaking Community of Belgium). As a 
laboratory of the European experiment, it can be qualified as a “Europe in miniature”. 

5. It is worth noting that the Euroregio Meuse-Rhine is itself connected with four other Euregios: 
the Euregio Rhine-Meuse North, the BENELUX Middengebied, the Wallonia-Lorraine-Luxembourg 
programme area and the SAAR-LOR-LUX region. In fact, some regions of the Euregio Meuse-Rhine also 
are eligible to other INTERREG Programmes.3 In the framework of INTERREG projects developed by the 
Meuse-Rhine Euregio, two regions of the Regierungsbezirk Trier can be included: Bitburg-Prüm and 
Daun.4 

6. The area is characterised by a rich heterogeneous and living culture, by historical and attractive 
cities like Tongeren, Sint-Truiden, Maastricht, Liege, Eupen, Aachen but also by an unsettled past and for 
the most part of the area by a common history. Indeed, it was already unified under Charlemagne and was 
successively included in the Principauty of Liege, the Duchy of Limburg and the Duchy of Luxembourg 
before passing under Spanish, Austrian, French and Dutch rule. 

7. The Euregion enjoys an exceptional geographic situation in the heart of Europe within easy 
distance of the major economic European poles (Figure 2): the Randstad, the Ruhr basin, the Frankfurt 
metropolitan area, Brussels, Lille and Luxembourg are just a two to three hours drive away and the 
European metropoles Paris and London, three to five hours. The area also benefits from an excellent 
communication network (motorway, railway, river and air), a dense network of universities and high 
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schools getting together approximately 100 000 students. It also enjoys a magnificent natural environment 
which is remained intact for the biggest part thanks to an “ecological” tourism. 

 

Figure 2. The Euregio and its geographical environment 

 

Source: SEGEFA (1994). 
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8. The three major cities are Aachen (245 000 inhabitants), Liege (185 000 inhabitants) and 
Maastricht (122 000 inhabitants). Hasselt, Genk, Heerlen, Verviers and Düren are second rank cities. The 
density of population is about 353 inhabitants per squared kilometre. Although the region can be classified 
as “rurban”, it is a mix of rural and urban areas. So, the cities are characterised by a high density of 
population. Around 50% of the population is concentrated in the triangle formed by the South Limburg, the 
Liege district and the Aachen Land which covers 20% of the Meuse-Rhine area and whose density of 
population is 820 inhabitants per km2. 

9. The main agglomerations of the Euregio Meuse-Rhine are respectively: 

� Liege district: 590 000 inhabitants; 

� Aachen agglomeration: 579 000 inhabitants; 

� Heerlen-Kerkrade: 329 000 inhabitants; 

� Maastricht: 174 000 inhabitants; 

� Hasselt-Genk: 165 000 inhabitants; 

� Sittard-Geleen: 155 000 inhabitants; 

� Düren: 129 000 inhabitants. 

 

Table 1. Characteristics of the Euroregio Meuse-Rhine 

 Regio 
Aachen 

Province 
of Liege 

B German 
community 

Belgian 
Limburg 

NL South 
Limburg 

Euregio 
Maas-
Rhine 

Area (km2) 3 526 3 012 853 2 422 925 10 738 
Population (103) 1 245 947 70 784 748 3 794 
Structure (%):       

>65 15.6 16.7 15.2 13.1 15.0 15.2 
15-64 64.6 65.0 65.9 69.1 69.0 65.2 
<15 20.1 18.3 18.9 17.8 16.0 18.3 

Density of population 353 314 82 324 809 353 
GDP per capita (EUR15 = 100) 99 99 99 109 96 99 
Unemployment rate 8.3 12.8 5.4 7.0 4.3 8.5 

% females 43.2 56.3 60.6 66.2 50.0 53.2 
% under 25 years 11.3 26.6 20.0 25.0 18.9 20.3 
% > 1 year 41.4 67.7 42.8 61.6 61.9 57.2 

Economic structure:       
Primary sector 0.8 0.4 0.7 4.3 2.0 1.6 

Agriculture 0.8 0.4 0.7 4.3 2.0 n/a 
Secondary sector 39.7 26.8 33.1 34.3 29.0 33.2 
Manufacturing 39.7 20.6 25.0 27.1 22.0 n/a 
Construction 39.7 6.2 8.1 7.2 7.0 n/a 

Tertiary sector 59.5 72.8 66.2 61.4 69.0 65.2 
Retailing & catering 18.0 14.9 16.4 13.7 19.0 n/a 
Transport & communication 18.0 6.7 8.9 5.0 5.0 n/a 
Finance & enterprise services 32.8 10.4 5.8 1.8 18.0 17.9 
Health & other services 8.7  6.4 20.3 16.0 n/a 
Public services 8.7 40.8 22.4  11.0 n/a 
Others 8.7  6.3 20.6  n/a 

Source: Eurostat, Euregio (2002a), own calculations. 
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10. The GDP per capita of the Euregio is equal to the European average (Table 1). The Belgian 
Limburg is the richest area and the South Limburg the poorest one. However, there are large disparities 
within each national area. So the Aachen Stadt has a GDP per capita index equals to 143 against 73 for the 
Heinsberg Landkreise and 84 for Achen Landkreise.  

11. The economic performance of the Euregio Meuse-Rhine has been higher than the European 
average over the last two decades. Its GDP per capita index goes from 94 in 1980 to 99 in 1998. The 
Belgian and Dutch Limburg as well as the Aachen Kreise are the main actors of this favorable evolution. 
The economic restructuring of both Belgian and Dutch Limburg has been fruitful. In the province of Liege, 
the economic recovery appears to take more time, what can be explained by the deeper deindustrialization 
process5 in this area compared to the rest of the Euregio. It is also in this province that the unemployment 
rate as well as the proportion of the active population coped with long term unemployment is the highest. 
Conversely, the South Limburg has the lowest unemployment rate, a result which can be explained by the 
higher flexibility of the labor market in The Netherlands.   

12. The whole region is marked by a long standing industrial tradition (mining, iron and steel 
industry, arms fabrication, mechanical). A common characteristic of the four Euroregional areas was their 
historical specialisation in coal mining and its exploitation. The process of pit closure in the Euregio begun 
in the 1960s and the 1970s and was completed in the 1990s. New activities are now emerging but the 
recovery process differs significantly from an area to the other. 

13. Liege is mainly specialised in the food and metal industries. Three sectors dominate the industrial 
structure of the Belgian Limburg: transports, construction and metal working. In Zuid Limburg, the main 
sectors of activity are chemicals, paper, food and pottery industries. The Aachen region has the highest part 
of the active population occupied in the industry. Its industrial structure is much diversified, the metal 
industry is one of the main activities. The service sector has also known a rapid development in the 
Eurregio (logistics, enterprise services). If the northern part of the Euregio Meuse-Rhine is mainly 
specialised in industrial activities and export, the Southern one is more rural and specialised in agriculture. 
Chambers of Commerce as well as regional development agencies are main actors of the economic 
development of the area. 

 

Box 1. The Euregional Development Agencies 

Liege : Société Provinciale d'Industrialisation (SPI+) 

The SPI+ organises its actions around three main points: installation and management of infrastructures, the 
international element in all its aspects and the assistance for enterprises. It participates in economic development and 
expansion of enterprises, communes, and the province of Liège and it also works on the assembly and cohesion of 
efforts and steps, initiated by various parties, with the aim of achieving maximum efficacy of available means. In this 
way, the SPI+ represents the province of Liège in the Euregio Meuse-Rhine Foundation, playing a part not just as a 
relay between the Walloon Region, the French-speaking Community, and the operators, but also as guide and 
gatherer for the collection, analysis, and follow-up of INTERREG projects on behalf of the Foundation at the level of 
the province of Liège. The SPI+ has a permanent presence in order to inform the public at large of the activities of 
Euregio. 

Belgian Limburg: Gewestelijke Ontwikkelingsmaatschappij (GOM) 

The Limburg Development Agency is a public body that promotes the economic development of Limburg (a province of 
Belgium). The field of action of the agency is based on co-operation between the public and private sectors. In their 
management structure there are representatives from the public sector (provincial and city government as well as local 
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associations) and the private sector (employer organisations). The agencies operate largely independently in terms of 
their socio-economic development and company promotion. This allows for flexibility in answering a variety of regional 
questions and needs, and offers the potential to adapt to changing circumstances and new opportunities. 

Aachen Regio: Aachener Gesellschaft für Innovation und Technologietransfer (AGIT)6 

AGIT is the economic development agency for the Technology Region Aachen and brings together the municipality 
of Aachen, as well as the districts of Aachen, Düren, Euskirchen and Heinsberg, the commercial chamber, 
representatives of local industry and the service sector. It is responsible for the following tasks in the region with its 
available know-how: takes care of national and international Error! Hyperlink reference not valid., advises and 
Error! Hyperlink reference not valid. and individuals interested in investing in the region , advises and informs Error! 
Hyperlink reference not valid., Error! Hyperlink reference not valid. closely with other leading regions to 
strengthen the development of selected technological fields in the Aachen region, actively encourages the 
development of selected technological fields, operates the Error! Hyperlink reference not valid. in the city of 
Aachen. Main foci of marketing activities for the region are the fields of life sciences (medical technology and 
biotechnology), information and communication technology, automotive/rail technology, innovative production 
technology and modern materials. 

Zuid Limburg: The Limburgse ontwikkelingsmaatschappij (LIOF). 

Its four core activities are acquisition, participation, development-innovation and business parks, as these relate to the 
location/relocation of (foreign) companies, venture capital participation in Limburg companies with prospects, the 
development/implementation of programs and projects to sharpen the competitive edge of Limburg business and the 
co-ordination of the development of new business parks. They can also put enterprises in touch with other businesses, 
recently established in the province. At a later stage they can provide custom-made solutions as to where, when and 
how. The special strength of intermediary agencies is in obtaining local permits for establishment and for support in the 
training of staff. LIOF cuts the red tape and eases negotiations with municipal authorities and commercial partners. 
They provide back up and feedback too, with access to the best networks in the province. The LIOF network can guide 
enterprises to the revenue authorities that will explain what the best tax deal is. 

 

Box 2. Co-operation between the Chambers of Commerce in the Euregio Meuse-Rhine 

The Chambers of Commerce in the Euregio Meuse-Rhine are out in front in the field of Euregional co-operation. They 
are: the Industrie- und Handelskammer zu Aachen in the Aachen Region in Germany, in Belgium the Industrie- und 
Handelskammer Eupen-Malmedy-St. Vith for East-Belgium, the Chambre de Commerce, d’Industrie et d’Agriculture of 
the Verviers arrondissement, and the Chambre de Commerce et d'Industrie de Liège in the Province of Liège, the 
Kamer voor Handel en Nijverheid van Limburg in Hasselt in (Belgian) Limburg, and the Kamer van Koophandel en 
Fabrieken voor Zuid-Limburg in Maastricht and Heerlen in The Netherlands. 

The Euregio-Chambers all have the same aim: to promote a balanced development of the economy and of the 
economic interests of the world of commerce and industry in their area. In line with this common objective, the 
six Chambers of Commerce in the Euregio Meuse-Rhine signed a co-operation agreement at the end of 1994. The 
co-operation between the Euregio-Chambers offers an appreciable expansion of the service and advisory facilities of 
the individual Chambers, which directly benefits commerce and industry in the various areas. This co-operation 
agreement also provides for the setting up of a professional secretariat of the Euregio-Chambers. This secretariat is 
established in the Chamber of Commerce in Maastricht. One of the objectives of the co-operation between the 
Euregio-Chambers is the joint creation of optimal prior conditions for companies to settle and operate in the Euregio 
Meuse-Rhine: 

Promotion of the Euregional economy: A precondition for companies to be able to function properly is a Euregional 
infrastructure that offers sufficient scope for industry and guarantees good accessibility for the companies. On the 
basis of the list of priorities for the material infrastructure, the Euregio-Chambers will be working at the creation of 
optimal preconditions for companies to settle and operate in the Euregio. 

Euregional commercial information and trade promotion: The activities in the field of commercial information and 
trade promotion are based on the fact that co-operation between companies in the Euregio contributes to 
strengthening the competitiveness of Euregional companies and improving the economic structure. 
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Euregional commercial information: The Chambers of Commerce are the first point of entry for companies that 
require commercial and industrial information. A mutually reinforcing effect is reached through a systematic exchange 
of this knowledge and information. With regard to joint actions by the Euregio-Chambers in this field, the main 
emphasis is on the exchange of personnel, the elaboration and maintenance of a Euregional calendar of activities and 
a joint Internet site, collective and individual information for companies, and joint publications. 

Euregional trade promotion: The objective of Euregional trade promotion is to assist industries in the Euregio in such 
a way that they can operate independently on the Euregional and foreign market. The joint activities of the Euregio-
Chambers include the organisation of partnership days and partner search trajectories, Euregional business lunches, 
trade orientation trips, collective submissions to trade fairs, and one-day trade fair visits. 

Source: http://www.euregiochambers.com/e/activities.html. 

 

14. However, in the last two decades, the Euregion has resolutely gotten involved in an economic 
restructuring process based on technological innovation. This process has been quickly transforming the 
socio-economic framework of the area. Automobile, chemicals and biotechnology are some of the main 
high tech sectors whose development is actively sustained within the Euregio. In the last five years, around 
150 international companies have settled in the Euregio. So for example, the Euregio hosts more than 
100 biotechnology companies (Table 2), more than 200 medical device companies and numerous 
R&D institutes. The Euregio Meuse-Rhine is consolidating its position as one of the top European centres 
for life sciences with a significant network of major medical device companies, innovative spin-offs, 
leading European research institutions, medical universities and hospitals. All this makes it could be a 
transnational top research region in the next future.  

 



OECD Territorial Reviews: Vienna-Bratislava, Austria/Slovak Republic: Annex 

 12 

Table 2. Biotechnology companies in the Euregio 

In and around 

Liege Aachen Maastricht 

Bio-Whittaker Europe (USA)  
Cell culture technology 

West Pharmaceutical Services 
(USA)  
Primary and secondary packaging 
components for pharmaceutical 
industry 

Rhein Biotech nv  
Biotechnology group 

 

Hybritech Europe (USA) 
Diagnostics 

Grünenthal GmbH  
Pharmaceuticals 

Bakken Research Center 
(Medtronic) (USA)  
R & D Centre 

Eurogentec  
DNA Arrays/ 
Oligonucleotides 

LemnaTec  
Automatic evaluation 
system in biological testing 

Datascope 
Corporation (USA)  
Collagen products 

Probiox  
Research and Knowledge  
on Oxidative Injuries 

Macherey - Nagel  
Chromatographie 

Boston Scientific 
Corporation (USA)  
European distribution & shared 
services centre 

Biocode  
Diagnostics 

Vygon GmbH & Co. KG  
Disposables 

Medtronic 
Corporation (USA)  
European distribution & shared 
services centre 

Dyax  
Phage Display 
 

Bytec GmbH  
Innovative development of high-tech 
medical products 

DSM  
Life Sciences group 

Belovo  
Enzymes/biochemicals 

Chemagen Biopolymer 
Technologie AG  
Magnetic polymer particles for bio-
separation 

Minntech 
Corporation (USA)  
Dialysis equipment and fluids 

Frimond  
Enzymes/Agri-food 

DASGIP  
Fermentation and cell cultivation 
technologies 

Biomat bv  
Polymeric biomaterials 

ZenTech  
Diagnostics 

Impella Cardio-technik AG  
Cardio-vascular support systems for 
cardiology and cardio-vascular 
surgery 

NutriScience  
Novel and functional food 

Gamma  
Diagnostics 

Paion GmbH  
drug discovery and development 

MuBIO Research bv  
Test kits for cancer detection 

Microbelcaps  
Agri-food / aromas 

mnemoScience GmbH  
Production & manufacturing of 
degradable biomaterials 

 

Source: Ineurope. 

 

15. Regarding the promotion of the tourism potential, near the historical cities, the Euregio has 
developed some initiatives in order to valorise its natural environment. Several trans-border natural parks 
have been created over the last decades: 

� the Hautes Fagnes-Eifel which covers the South of the Aachen Regio, a part of the German-
speaking Community of Belgium and the East of the province of Liege; 
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� the Meyelland in the Belgian and Dutch Limburg; 

� the park Centrale Limburg, Haute Campine and Kasteelpark Zuid-Limburg;  

� the trans-border natural park of Maas-Schwalm-Nette, the Teverner Heide and the Brunssumer in 
the northern part of the Euregio.  

16. There are a number of annually recurring cultural events with a very special character among the 
abundance of festivals, events and folkloristic celebrations. Furthermore, the Euregio benefits from 
four thermal establishments: Valkenburg in South Limburg, Bad Aachen in Aachen Regio and 
Chaudfontaine and Spa in the province of Liege. 

Labour market and labour market policies 

17. Approximately 27 000 workers of the Meuse-Rhine Euregion are cross-border workers with a 
striking proportion in the West-East direction. Given the importance of the working population, trans-
border commuters remain very limited. The main obstacles are the differences in taxation and social 
security systems as well as the language problems. In the Euregio there is a shortage in cultural, medical 
and paramedical professions and skilled and technically qualified professions (van Camp and 
Siebel, 2002). It is furthermore observed that there a complementary trans-border situation in the sense that 
there is a surplus of vacancies in one region while a surplus of available workers exists in the other. 
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Table 3. The Hautes Fagnes-Eifel: a trans-border natural park 

 

The high fenlands of the Eifel plateau 
are protected for their water-fed vistas 
and fragile ecosystems that are a haven 
for wildlife. It was created in 1971 as a 
Belgian–German initiative to protect the 
Eifel high plateau which straddles the 
two countries. The German portion is 
called the Nordeifel Nature Park and is 
the larger of the two sections, stretching 
between the towns of Düren and Prüm. 
The Belgian part runs between Eupen in 
the north to the provincial border with 
Belgian Luxembourg in the south. It 
incorporates the picturesque lakes of 
Robertville and Bütgenbach, the Our 
river valley, the Hertogenwald forest and 
the Losheimergraben woods. Most 
importantly, it contains the Hautes 
Fagnes National Nature Reserve, from 
which the larger park takes its name. 
The Hautes Fagnes reserve was created 
in 1957 and is both the largest in 
Belgium and the only nationally 
protected one. Hautes Fagnes means 
“high fens”, and the reserve’s landscape 
is one of moors, peat bogs, and low, 
grass or wood covered hills. 

Source: http://www.naturpark-hohesvenn-eifel.de. 

 

18. To highlight the situation of the labour markets in the area, it can be referred to a recent report 
realised in collaboration by the different public services and employment offices participating to the 
EURES project. The main public employment offices are respectively:  

� for the Belgian cross-border regions: FOREM liege, Huy, Verviers for Liege, FOREM 
Eupen/Saint-Vith for the German-speaking Community and the VDAB for Limburg; 

� for the Dutch Limburg : Arbeidsvoorziening Limburg; 

� for the German cross-border region : Arbeitsamt Aachen. 

 

19. Table 4 gives a global view of the labour market in the area. As can be seen, the labour market 
situation differs widely between regions. Despite efforts, one cannot yet talk of an integrate labour market 
in the Euregio. Each region depends largely of regulations of their own country. The improvement of trans-
border commuting streams among regions could help to reduce the discrepancies in the Euroregional 
labour market. Tables 5 to 9 highlight the main characteristics of the regional labour markets. 
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20. Two different entities form the territory of Liege depending on the concentration of the 
population: 

� a metropolitan area including the city of Liege where approximately two-thirds of the economic 
activity is concentrated and 70% of the job seekers; 

� several cities and centres with sociological and historical influences. 

21. So, the activity rate (labour force/population between 15 and 64 years old) is equal 63.6% at 
Huy-Waremme, 63.5% at Liege and 68% at Verviers.  

Box 3. Euregio EURES 

European Employment Services (EURES) aims to facilitate the free movement of workers within the European 
Economic Area. Partners in the network include Public Employment Services, Trade Unions and Employer 
Organisations. The partnership is co-ordinated by the European Commission. EURES Objectives are: 

� inform, counsel and provide advice to potentially mobile workers on job opportunities and living and working 
conditions in the European Economic Area; 

� assist employers working to recruit workers from other countries; 

� provide particular advice and guidance to workers and employers in cross border regions. 

In cross border regions, special structures have been set up to meet the special needs of these areas together with the 
normal objectives of EURES, in which labour mobility is highest. They are a unique point of contact among 
employment administrations, both regional and national, and social partners. They represent a very important means 
to evaluate these "employment areas" which are the basis of European integration. Euroadvisers in these areas can 
provide particular advice and guidance on the rights and obligations of workers living in one country and working in 
another. They can also provide information on vocational training. 

EURES Meuse-Rhine was founded in 1993. The goal of this cross-border partnership is to increase the mobility of 
employers and employees in the region and dismantle obstacles to mobility. The partners perform a range of activities 
and offer, amongst other things: 

� information about living and working conditions in the cross-border region;  

� information about vocational training and job placements;  

� cross-border job-search service, advice and support for job-seekers in the border region;  

� advice and support for employers in the cross-border recruitment of staff;  

� comparative studies of legislation and regulations;  

� labour market analysis. 

The partners are : 

� border region employers’ associations;  

� trade unions;  

� regional-level public employment authorities; 

� municipal authority representatives. 
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Table 4. Labour market in the cross-border regions 

2000 annual average 

 Euregio Limburg 
VDAB-B 

Liege 
FOREM-B 

German 
Com. ADG 

Limburg NL 
Arbeids. 

Aachen 
Arbeitsamt 

Population 3 292 466 783 900 948 611 69 703 1 130 050 360 202 
Workers 1 276 000 247 615 295 545 20 445 478 268 234 127 
Unemployment 157 267 26 860 57 461 1 499 35 752 35 695 
Men 72 812 9 376 25 156 582 17 686 20 012 
Women 84 463 17 484 32 305 925 18 066 15 683 
Youth 30 735 6 454 15 899 292 4 312 3 778 
Long term unemployment 89 925 13 055 40 030 570 20 594 15 676 
Source: EURES (2001). 

 

Table 5. Labour market in Liege 

 2000 1999 Absolute value % 
Unemployed 57 461 59 441 -1 980 -3.30 
Men 25 156 26 183 -1 027 -3.90 
Women 32 305 33 258 -953 -2.80 
Youth 15 889 17 747 -1 858 -10.40 
Long term 40 030 44 214 -4 184 -9.40 
Unemployment rate 14.1 14.5 - - 
Source: EURES (2001). 

 

22. The average number of job seekers amount to 70 663 and is spatially distributed as follows: 

� Huy-Waremme: 8 756 (12%); 

� Liege: 49 825 (71%); 

� Verviers: 12 082 (17%). 

23. Presently, youths enjoy the effects of the recent Belgian law about the First Employment 
Convention. This law encourages firms to hire in priority young workers in taking into account the 
qualification shortage. The proposal is to hire with a high priority degree young workers of 18-25 years old 
and in the case of penury as regards the preceding category, at the minimum, those younger than 30. Job 
seekers younger than 25 years correspond to 22% of the total average. 

24. Women benefited the most from new employment in the tertiary sector of the economy. But 
inequalities between men and women persist. One of the reasons is that women find few works in the 
secondary sector. The work in the secondary sector demands less “theoretical” qualifications (i.e., scholar 
training). It rather calls for an appropriate training. Indeed, 52% of the women job seekers correspond to 
women having an inferior secondary education degree then 61% of men correspond to this category. 

25. Two possible explanations can be put forward. Firstly, female job seekers have a higher training 
degree than man. Secondly, the lack of suitability and technical qualification is much more important for 
women than for men. 
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26. Regarding the vacant posts, it is observed that, nowadays, the development of the tertiary sector 
keeps going and is based on firms with less than ten employees. The number of these firms amount 
to 17 688. These companies offer a very diversified portfolio, covering all the sector activities of the 
economy.   

 

Table 6. Labour market in the German-speaking community of Belgium 

 2000 1999 Absolute value % 
Unemployed 1 499 1 517 -18 -1.2 
Men 582 592 -10 -1.7 
Women 917 925 -8 -0.9 
Youth 292 304 -12 -3.9 
Long term 570 560 10 1.8 
Unemployment rate 5 5.1   
Source: EURES (2001). 

 

27. The number of workers in the German-speaking Community of Belgium, the smallest one of the 
Euregion, amounts to 20 700 employees and civil servants and approximately to 5 000 self-employed. 
Because of its specific geographical situation, between three frontiers (Germany, Luxembourg and the rest 
of Belgium), shuttles are very important in the Community. The number of commuters to Germany and 
Luxembourg amounts to 6 000 workers (the half corresponding to Germans living in Belgium). 

28. The German-speaking Community is characterised by a small business structure. 
Approximately 82% of the numbers of employer’s are working with only ten employees and only 1% with 
more than 100 persons. In this Community, the share of self-employed in the labour market is superior to 
the national average. 

29. Almost two-thirds of employees are working in the tertiary sector: the production companies 
occupy 25% of workers, the trade sector 13% and the education and public administration 11%. The 
transport and the construction sectors are also significant with respectively 9% and 8% of total 
employment. 

30. The unemployment in the German Community is very favourable and can certainly be explained 
by his geographical location, in the heart of the Euregion. The unemployment rate with 5% is one of the 
lowest in Belgium. In comparison with 1995, the number of unemployed has considerably decreased 
(approximately a half decrease). That can be explained by the important integration measures taken. The 
main characteristic of the unemployment in the German-speaking Community is the low level of education 
of the unemployed. Almost the half does not have a primary or secondary education degree. 

31. Demographic studies expect an important ageing of the population for the 10 or 15 next years 
which might cause a lack of labour supply. Moreover, this lack of labour supply is already present for the 
qualified workers. 

32. Another interesting evolution in the German-speaking Community labour force is the increasing 
participation of women in the employment. Then the number of male workers has increased of 4.5% 
since 1980, the number of female workers has increased 68% during the same period. The share of women 
in the labour force has increased 10% (from 30 to 40%). At the same time, female unemployment has 
decreased. If, in 1990, approximately 70% of unemployed were females, there were still 61% of female 
unemployed in 1999. 
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33. The German Community has decided to focus his labour measures in the field of training and 
hiring as well as in the social and economic (re)integration of the unemployed. 

34. Within the framework of the Belgian transfer of competencies concerning the employment 
policy, an autonomous employment Office was created in January 2000, which replaces the FOREM 
regional department of Eupen and St. Vith. The purpose of most of the measures is to make job seekers 
ready to enter into the labour market. That implies to help them by supervising and supporting them in 
social Community fields, by stimulating and guiding them in their job quest and by giving them 
information about vacant posts. 

35. Having already a favourable economic situation and a prosper entrepreneurial activity, these 
measures constitute a adequate basis for a favourable evolution of the unemployment in the German-
speaking Community. 

 

Table 7. Labour market in the Belgian Limburg 

 2000 1999 Absolute value % 
Unemployed 26 860 31 135 -4 275 -1.7 
Men 9 376 10 953 -1 577 -14.4 
Women 17 484 20 182 -2 698 -13.4 
Youth 6 454 7 825 -1 371 -17.5 
Long term 13 055 15 938 -2 883 -18.1 
Unemployment rate - 9 - - 
Source: EURES (2001). 

 

36. The employment in the Belgian Limburg has continuously increased in the nineties. The annual 
growth of the number of vacancies has systematically been higher than the average in Flanders. In 1999, 
the creation of new jobs stopped then she continued in Flanders (-0.5% against 1.2%). This gives evidence 
of the vulnerability of the employment in Limburg. Some sectors (as automobile) represent a strong 
concentration of the available posts and determine widely the employment in the province. The secondary 
sector is the main jobs’ creator in Limburg. In 2000, important investments were made in the car industry 
and in the subcontracting companies. So, the car industry stays the main employment supplier of the 
province, without forgetting to mention that the employment’s fluctuations of this sector have an impact on 
the global evolution of the employment in Limburg. 

37. The unemployment issue in Limburg concerns widely women. They still represent 65% of the 
total job seekers. Concerning the long-term unemployed, this share rises even until 71%. Despite this, the 
number of job seekers of the province is 22% lower than in 1990. 

38. The decrease in the number of job seekers from 1995 can be explained by a rigorous policy 
concerning the exclusion phenomenon because of the long-term unemployment (this concerns much more 
women) and the elimination of the old job seekers from the statistics (for example, partially thanks to the 
resort to the pre-pension system). Despite a collapse in 1999, the global improvement of the economic 
situation has also induced a favourable structural effect on the unemployment decrease. 

39. The labour redistribution policy of the Flemish Region also contributed to the unemployment 
decrease. A lot of job seekers found a work thanks to measures like social measures, professional 
reintégration projects (WEP+ and WEP measures against long term unemployment), job services and the 
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development of local labour agencies. However, there is no relevant database to estimate the impact of all 
these actions upon the employment.  

 

Table 8. Labour market in the Dutch Limburg 

 2000 1999 Absolute value % 
Unemployed 35 752 40 343 -4 594 -11.4 
Men 17 686 19 980 -2 294 -11.5 
Women 18 066 20 363 -2 297 -11.3 
Youth 3 155 3 602 -447 -12.4 
Long term 20 594 23 988 -3 394 -14.1 
Unemployment rate 7.2 8.1   
Source: EURES (2001). 

 

40. The economy of the Dutch Limburg has known a favourable evolution these last years. 
During 1997 and 1998, the economic growth has been respectively 4.5 and 3.9% superior to the 
Netherlands one. In 1999 and 2000, the economic growth was equal to the national growth (respectively 
3.8 and 4%). A lot of employment vacancies have been unsatisfied because of the labour market shortage, 
what explains to a large extent why the economic growth has been accompanied by an increase of the 
labour force productivity. Regarding the labour market, it can also be observed that: 

� there is an evolution towards the service sector: the share of working persons in the tertiary sector 
is increasing at the expense of the primary and secondary sectors; 

� there is ageing of the population: the share of young workers is decreasing since 1996 while the 
share of aged persons increases slightly;  

� the share of flexible and part-time workers is increasing slightly and the percentage of self-
employment remained constant. 

41. Despite this favourable evolution of the labour market, the number of directly hireable persons 
has decreased. The bottlenecks on the labour market are growing. There are 234 employment supplies for 
100 job seekers directly hireable. The different reasons to explain such an unbalance are the increase of 
unsatisfied supplies and the decrease of directly hireable job seekers. Employers must face with the 
difficulty to find enough workers and especially workers sufficiently qualified. Most of the unsatisfied job 
openings concern the steel and electronic industries, the retailing and catering sector. On the other hand, 
the unsatisfied number of vacancies is quite low in the chemical, transport, alimentation and 
communication sectors as well as in the public utility and education. 

42. Twelve of the 13 sectors under review have to cope with hiring problems. This bottleneck is 
much more significant for high-qualified persons than for the less qualified. Such an observation puts 
forward the necessity to accelerate the integration of job seekers, to encourage future workers to obtain a 
good training and to encourage cross-border commuting between Germany, The Netherlands and Belgium. 
All these facts confirm the necessity of a co-operation among the different actors (provincial and local 
administrations, employers’ associations, etc.) in the field of the labour market.  
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Table 9. Labour market in Aachen 

 2000 1999 Absolute value % 
Unemployed 35 695 38 530 -2 835 -7.4 
Men 20 012 21 554 -1 542 -7.2 
Women 15 683 16 976 -1 293 -706 
Youth 3 778 4 032 -254 -6.3 
Long term 15 676 16 775 -1 099 -6.6 
Unemployment rate 10.9 12.5 - - 
Source: EURES (2001). 

 

43. Most of males unemployed correspond to warehousemen (1 862) and construction 
workers (1 760). For women, the most important rate of unemployment concerns office employees (2 971) 
and sellers (1 456). The main problems of the labour market in Aachen are about the long-term 
unemployment (55.3% of unemployed workers have are not qualified). 

44. The employment office of Aachen has adopted an offensive policy to solve the unemployment 
problems. So job vacancy notifications are rapidly satisfied thanks to quick employment propositions to 
appropriate job seekers. The employment office of Aachen has three main priorities: 

� the prevention and the decrease of the number of young unemployed; 

� the occupation of training posts by collaborators of the professional council service because 
competitiveness in the labour market can only be guaranteed by a qualified training; 

� the fight against an increase of the long-term unemployment rate in stimulating unemployed 
workers to acquire a qualification level and so to improve their competitiveness. So, 
2 587 persons have been able to acquire a qualification level in 2000. About 600 other ones have 
been able to integrate the Arbeitsbeschaffungsmassnahmen (ABM) (employment aid measures). 

Transport infrastructure 

45. The Meuse-Rhine Euregion has at its disposal a good communication network: motorways, 
railways, rivers and airports (Figure 3). Its territory is located in the heart of the “blue banana” going from 
London to Milan at spot where major European motorways (Paris-Köln, Amsterdam-Luxembourg) and 
railways lines (high-speed train Thalys Brussels-Liege-Aachen-Köln, Euregio-train Heerlen-Aachen) 
intercross. However, major cross-border transportation lines are orientated towards the three main towns: 
Liege, Maastricht and Aachen. Both Maastricht and Liege airports are handling increasingly significant 
volumes of both passenger and freight traffic. Regarding air passengers, the development of Euregional 
airports is yet modest and are mainly specialised in cheap flights, what can be explained by the proximity 
of some international airports. Nevertheless, Liege airport has known an impressive development as a 
European hub over the last years. It is presently into the top 15 of European cargo liner airports.7  
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Box 4. Infrastructure 

Road 

– North-South motorway Amsterdam-Maastricht-Liege-Luxembourg; 
– East-West motorway Bruxelles-Paris-Liege-Aachen-Köln-Düsseldorf; 
– Motorway connections among the three main cities of the Euregio: Liege-Maastricht-Aachen; 
– Motorway connections from other regional cities to the three nodal cities: Hasselt, Genk, Heerlen, Düren, 
 Verviers. 

Rail 

– High Speed Train-section Brussels-Liege-Aachen-Cologne with stops at Liege and Aachen; 
– Intercity The Hague-Heerlen and Amsterdam-Maastricht to the High Speed Train stops at Liege and Aachen;  
– Multimode transport-areas at Aachen-West/Bierset/Winterslag-Genk/Barge Terminal Born. 

Air 

– Maastricht Aachen Airport (passenger- and cargo- airtravel); 
– Aéroport Liege Bierset (express-cargo-air travel); 
– Proximity of international airports easily accessible via motorways: Brussels, Amsterdam, Düsseldorf, Cologne. 

Waterways 

– Albert Canal (Liege-Antwerpen as well as th Escaut-Rhine connection); 
– Meuse and Juliana Canal (Rotterdam connection); 
– Meuse via Centre Canal (Dunkerque connection). 

Harbours 

– Liege: the third biggest inland port in Europe and directly connected with the ports of Antwerp and Rotterdam; 
– Born, Stein, Genk: local harbours with intermodal facilities. 

Telecommunications 

– It offers one of the best ISDN and ATM networks in the world. 
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Figure 3. Meuse-Rhine infrastructure 

 

Source: SEGEFA (1999). 
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46. At the Euregional level, consumers appear regularly to do cross-border shopping (Hensgens and 
Huynen, 2002). In order to promote the cross-border mobility, some initiatives have been implemented by 
Euroregional authorities, among which the launch of a Euregion Ticket as well as an EURCARD.  

47. The Euregion ticket: For the whole of the Meuse-Rhine Euregion, the Dutch’s, Belgian’s and 
German’s companies of transport offer a common ticket, a common timetable and a web site where all the 
information about timetables and prices are available. However, these Euregion tickets are only valid in 
usual transports meaning that there is not specialised equipment for persons with motor impairments. The 
tickets are sold in the bus itself as well as in the windows of each local transport company. This ticket 
offers users a discount to travel across the Euregion. 

48. EUREcard: It is a Euregional card intended for persons with motor impairments. This card gives 
a discount for some touristic, cultural and sports activities. The aim of this project is to validate, all over 
the frontiers, some basic advantages to persons with motor impairments. The establishment of a European 
legislation takes time. That is why the partners regions decided to develop this EUREcard project. 

Learning and knowledge transfer 

49. The Euroregio Meuse-Rhine benefits from a very dense network of universities and higher 
education institutions as well as of private research centres (Tables 10 and 11). The Aachen region has a 
very diversified infrastructure in education and technology. The Rheinisch-Westfalische Technische 
Hoschule (RWTH) is one of the biggest technical universities of Europe. The Aachen region is well 
equipped with research centres. There are three main public research centres: a Federal Research Centres in 
Jüllich, the Fraunhofer Institute for Laser Technology and the Fraunhofer Institute for Production 
Technology. Beside a very active mix of research centres linked to the university, the province of Liege 
benefits from several public research centres specialised in textile, metallurgy, metal working and 
environment tecgnologies.8 With the exception of the Limburg University Centrum at Diepenbeek, R&D 
activities are not very developed in the Belgian Limburg. Although South Limburg has many higher 
education institutes (University of Maastricht and the Open University and the Hogeschool in Heerlen), 
there are not very important public research centres aimed at helping enterprises to solve technological 
problems. At the moment, cross-border technology transfers remain at a very low level. Some recent 
initiatives allow expecting a favourable evolution of cross-border technology collaboration in the future.  

Table 10. Universities of the Euregio Meuse-Rhine 

 RWTH Aachen University of 
Liege 

University of 
Maastricht 

Limburg 
university 
centrum 

Faculties Mathematics and 
natural sciences Philosophy Medicine Sciences 

 Architecture Psychology Health sciences Applied 
economics 

 Philosophy Law Sciences Medicine 
 Electrotechnics Sciences Economic 

science  

 Medicine Medicine Cultural sciences  
  Applied sciences Law  
  Veterinary 

medicine   

  Economics and 
social sciences 

  

Scientific potential 3 700 1 800 1 280 280 
Average number of university students 30 000 13 000 7 000 3 000 
Source: SEGEFA (1994). 
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Table 11. Private research centres 

 Regio Aachen Province of 
Liege 

Belgian 
Limburg 

NL South 
Limburg 

Automobile +++  ++ ++ 
Chemicals   + +++ 
Electricity    ++ 
Electronics   +  
Non-metallic materials +++ + + +++ 
Data processing ++ + + ++ 
Mechanical engineering  +++   
Metallurgy  ++ +  
Optic and laser ++ +   
Space  +++   
Textile ++ +   
Medicine-health +++ ++ + + 
Biotechnology +++ +++ ++ + 
Environment +++ + ++ + 
Production technology and technology transfers ++ +   
Note: +: present; ++: important; +++: very important. 

 

Source: SEGEFA (1994). 

 

Table 12. Global overview of the education supply in the HORA-EST network 
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General technology & engineering            
Building construction & civil engineering            
Applied sciences            
International engineering courses            
Econom., manag. & languages            
International courses            
Education            
Behaviour & society/social work            
Health care            
Arts & design            
Notes: 

HZ  Hogeschool Zuyd (Heerlen, Sittard, Maastricht) 
FHA  Fachhochschule (Aachen, Aachen, Jülich) 
KFH  Katholische Fachhochschule Nordrhein Westfalen (Aachen) 
HL  Hogeschool Limburg, (Diepenbeek) 
Khlim  Katholieke Hogeschool Limburg, (Diepenbeek, Genk) 
PHL  Provinciale Hogeschool Limburg (Diepenbeek, Hasselt, Tongeren) 
HEC  Hautes Etudes Commerciales (Liège) 
HEMES   Haute Ecole Mosane d’Enseignement Supérieur (Liège, Huy, Loncin) 
AV  Haute Ecole de la Province de Liège, André Vésale (Huy, Liège, Verviers) 
LET  Haute Ecole de la Province de Liège, Léon-Eli Troclet (Jemeppe, Liège) 
RS  Haute Ecole de la Province de Liège, Rennequin Sualem La Reid (Liège, Seraing, Verviers) 
F  Fashion styling (Heerlen) 
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50. In a nutshell, four major universities, including one of the leading German universities of 
technology (RWTH Aachen), public and private research and competence centres, three medical schools, 
four university hospitals and a medical technology centre are located within a 15-mile radius and represent 
Germany, the Netherlands and Belgium. The Euregio hosts 30 technology centres, from incubators, 
business innovation centres to university science parks. Many companies are direct spin-offs from the 
universities. In order to stimulate trans-border technological co-operation, several projects have been 
developed, among which the creation of the ALMA network, an International Management and Economics 
Programme and the HORA-EST co-operative network.   

51. The ALMA network improves communication between universities and technical colleges in 
Aachen, Hasselt (Diepenbeeck), Liege and Maastricht and is therefore a motor of co-operation in the 
academic landscape of the Euregion. Besides this, universities and municipal authorities step forward 
towards setting up new academies in the fields of languages, IT and sciences, and economics across 
countries and educational organisations. One example is the tUL (transnational university) between 
Limburgs Universitair Centrum (LUC) in Hasselt-Diepenbeeck and the University of Maastricht (UM) 
which started in 2001. Another project to be mentioned is the proposed new course of studies 
“Communication and Multimedia Design” linking the Heerlen Hogeschool Zuyd, the Katholieke 
Hogeschool Limburg (Diepenbeeck) and the Fachhochschule Aachen. 
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Figure 4. The Euroregional higher education structure 

 

Source: SEGEFA (1994). 

 

52. The International Management and Economics Programme has been set up for students who are 
interested in international matters, but do not necessarily want to travel the whole world to gain 
international experience. The IMEP programme is a form of “internationalisation at home”. The 
programme components can be picked from a carefully composed list of courses covering international 
economical and managerial topics. The study load for each course is determined according to the European 
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Credit Transfer System (ECTS). Note, however, that IMEP students from Universiteit Maastricht will 
participate to the program through SOCRATES. In principle, students from all disciplines are welcome to 
the partner universities of their home universities. However, up to now only the faculties of economics 
have a regular common programme. So, students from other disciplines than economics, for example 
medicine or law, who wish to follow courses or lectures at one of the partner universities, can contact the 
central IMEP co-ordinator at the ALMA office. 

53. HORA EST is a network of eleven university-level colleges of applied sciences in the Meuse-
Rhine Euregion (Table 12). The purpose of this network is to have the possibility to learn together and to 
learn from the others. This way, it will be possible to co-operate at a euregional level. 

Cross-border governance 

54. Created in 1976 as a working group, the Meuse-Rhine Euregion is one of the oldest cross-border 
co-operation partnerships. In 1989, the Ministry of Spatial Planning of the Netherlands, Flander, Wallonia 
and North Rhine-Westphalia signed a declaration of intent to develop the cross-border infrastructure in the 
Euregio Meuse-Rhine jointly. Its objective was to improve the cross-border infrastructure in the area 
around the cities of Maastricht-Hasselt-Aachen-Liege (including Heerlen and Genk), known as MHAL 
area. The MHAL project is to develop co-operation in fields as knowledge infrastructure, tourism, 
environment and transport in what is view as a coherent urban area. In 1991, the Euregion acquired the 
juridical status of a foundation under Dutch law. The foundation is known as the EMR Stichting and is 
housed in the seat of the Dutch government of Limburg in Maastricht. Its mission is to develop economic 
programme and to cross-border co-operation. It is the main institutional interlocutor between provincial, 
regional and national actors in the selection, implementation and management of cross-border initiatives 
with regards economic co-operation, public transportation, environment protection, tourism, training policy 
and technology partnership.  

55. The different members of this foundation are: 

� the South part of the Dutch Limburg; 

� the Belgian Limburg; 

� Liege (in Belgium); 

� the German Community of Belgium; 

� the region of Aachen formed by the city of Aachen, Aachen Landkreis, Düren, Euskirchen and 
Heinsberg (in Germany). 

The cross-border governance framework 

56. The organigramme of the structure of the cross-border governance is given at Figure 5. 

The Executive Committee 

57. The management Committee is the main decisional organ of the Meuse-Rhine Euregion. It is 
mostly responsible for programming and financial matters. 
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58. The different members are respectively: 

� the Regierungspräsident of Köln for the region of Aachen; 

� the Queen’s commissioner for the South-Limburg (NL); 

� the governor of Liege; 

� the governor of Limburg (B); 

� the President-Minister of the German Community of Belgium. 
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59. Each partner region has the right to name three extra political representatives. The presidency of 
the executive Committee, so of the Meuse-Rhine Euregion, alternates every three years. 

The Euregional Council 

60. The Euregional Council is the main consultation organ. His task is to direct the cross-border 
policies. Constituted in January 1995, this organ is still young. Among the approximately 90 cross-border 
regions in the European Union, only a few ones have at their disposal their own Parliament as it is the case 
of the Meuse-Rhine Euregion. 

61. This organ has only a consultative function; he cannot exercise control over the use of the 
European funds. However, the fact that such a Parliament exists can be consider as a first and important 
step to the realisation of activities as much democratic as possible, and so, close to citizens. This Council 
gives concrete recommendations about the structural organisation of the cross-border co-operation and 
about the enlargement of the Euregional program activities. 

62. The members of this “parliamentary assembly” represent the different political parties and 
associations of the civil society of the Meuse-Rhine Euregion (labour unions, employers’ associations, 
Chambers of Commerce and Industry, small business lobbies, universities, etc.) 

63. Since June 2000, the assembly is composed of 81 members divided between two chambers: 

� The Chamber of political representatives (51 members – 18 for the Aachen region, nine for the 
Dutch Limburg, nine for the Belgian Limburg, ten for Liege and five for the German Community 
of Belgium). The partner regions choose their members.  

� The Chamber of social authorities (30 members – respectively six, seven, six, nine, and two for 
the different partner regions). 

64. It is completed with a common presidium composed with ten representatives being in charge of 
the operational management. 

The EMR Office 

65. The Meuse-Rhine Euregio Office ensures the main administrative management of the area. It is 
the central and permanent discussion partner within and outside the Euregio. 

66. This office is composed of: 

� Five representatives of the partners regions; 

� two persons responsible for the INTERREG program; 

� one assistant and two persons responsible for the secretarial work.  

67. The office is responsible for: 

� the co-ordination and the secretarial tasks concerning the planed measures; 

� the management of the different commissions and the administrative support to the Euregional 
Council; 
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� the accompaniment of the INTERREG program; 

� the public relations within and outside the Meuse-Rhine Euregion. 

 

The Accompanying Committee 

68. In accordance with the regulation of the European Commission concerning the follow up and the 
assessment of its intervention in the framework of structural funds, this Committee has been created to 
manage the Community initiative INTERREG. 

69. It is composed of: 

� the Ministerie van Economische zaken van Nederland; 

� the Bundesministerium für Wirtschaft und Technologie; 

� the Ministerium für Wirtschaft und Mittelstand, Technologie und Verkehr of the Northrhine-
Westphalie Land in collaboration with the Bezirksregierung Köln; 

� the Ministerium für Wirtschaft, Verkehr, landwirtschaft und Weinbau of the Rhine-Palatinate 
Land; 

� the Vlaamse Gemmeenschap; 

� the Walloon region; 

� the French-speaking Community of Belgium; 

� the German Community of Belgium; 

� the Dutch Limburg; 

� the Belgian Limburg; 

� the province of Liege; 

� the region of Aachen; 

� the MRE Stichting. 
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70. The representative of the European Commission (DG Regio) takes part in meetings with a 
consultative vote. This Committee is responsible for the preparation, implementation, assessment and 
supervision of the INTERREG program. More precisely, it is responsible for the following tasks: 

� ensuring the good unfolding of the intervention so that the objectives can be reached; 

� controlling: 

� the respect of arrangements, including as far as concerned the eligibility of the additional 
actions; 

� the conformity between the actions, the measures and the priorities; 

� the establishment of rules to follow up efficiently the projects; 

� the examination of the results according to the programs priorities and the different measures 
implemented. 

71. The decisions of the Accompanying Committee are taken unanimously. 

The Monitoring Committee 

72. The monitoring Committee is composed of: 

� the Ministerie van Economische Zaken van Nederland; 

� the Bundensministerium für Wirtschaft und Mittelstand, Technologie und Verkehr of the 
Northrhine-Westphalia Land; 

� the Ministerium für Wirtschaft, Verkehr, landwirtschaft und Weinbau of the Rhine-Palatinate 
Land; 

� the Bezirksregierung Köln; 

� the Vlaamse Gemmeenschap; 

� the Walloon region; 

� the French-speaking Community of Belgium; 

� the German Community; 

� the Dutch Limburg; 

� the Belgian Limburg; 

� the province of Liege; 

� the region of Aachen; 

� the MRE Stichting;  
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� the project managers of the partner regions who are present in an advisory capacity. 

73. The main tasks of the Monitoring Committee are respectively: 

� the supervision of the financial regulation of the program; 

� the verification of the conformity of the different project propositions to the approbation criteria 
of the operational program; 

� the decision concerning the acceptability of the costs of projects;  

� the decisions about the financing of projects and the use of the Community funds as well as the 
recommendations about the co-financing of individual projects; 

� the approbation of important modifications of individual projects already approved. 

74. The decisions of the back-up Committee are taken unanimously. Each authority represented 
within this Committee has the right to only one vote. 

The Commissions of the Euregional Council  

75. Presently, the Meuse-Rhine Euregio takes Euregional initiatives in four fields. Four common and 
standing commissions cover these fields. These commissions involve different organisations and 
authorities like Chambers of Commerce, universities, tourist information centres or employer’s 
associations and labour unions. They work closely with the executive and monitoring Committees. The 
members of the different commissions are allowed to be represented by other members of their own 
Chamber during the meetings. 

76. A member of the executive Committee ensures the presidency of the commissions and each 
Chamber proposes a vice-president. For each commission, the executive Committee delegates 11 members. 
The first and the second Chambers are also represented with respectively 11 and seven members. 
A member of the co-ordination office ensures the administrative follow-up of each commission. Given the 
members of the Euregional Council are directly implicated into the commissions, they take an active part 
in the operational management of the Euregion. 

77. The first commission deals with questions relative to the economy, the middle class, technology, 
training, qualification and the labour market. Its priorities are: 

� the support to the small business development and to the creation of new companies with the aim 
of promoting employment and strengthening growth and competitiveness; 

� the support of the agricultural sector and the promotion of regional products; 

� the strengthening of the subcontracting industries with the aim of creating clusters; 

� the marketing of the Euregio based on geographical winners; 

� the improvement of the common marketing strategy (city marketing, Congress centres); 

� the development of a cultural tourism and of common adventure; 
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� the development and enlargement of co-operation concerning life-science, information 
technology and multimedia; 

� the improvement of collaborations between universities and university-level colleges; 

� the promotion of technological spin-offs and the organisation of information days between 
research centres and companies; 

� the improvement of the multilinguism at every level; 

� the stimulation of students, apprentices and teachers exchanges; 

� the continuation and the improvement of PROQUA and EURES, particularly in having a closer 
look at the synergy effects; 

� the increase of the qualification level within the Euregional labour market, for example by the 
placement of cross-border trainees; 

� the support of rehabilitation institutions of unemployed in the labour market. 

78. Nature, environment and transport are the main concerns of the second commission whose 
priorities are: 

� stimulating trans-border collaborations in the fight against water, air and ground pollution; 

� collaborating for the eradication of waste; 

� collaborating in the field of the protection of nature; 

� creating cross-border natural reserves; 

� developing a Euregional quality label of “sustainable development”; 

� promoting the bio-agricultural products; 

� developing and protecting at a cross-border level rest areas as well as some elements of the 
landscape; 

� pursuing the collaboration concerning the flood management; 

� developing the transport of goods in a decentralised way; 

� improving cross-border public transports; 

� improving the mobility thanks to projects like light rail. 

79. Health, social affairs, society, security and social matters are the focus point of the 
third commission which puts the stress upon: 

� the creation of platforms in the aim to improve cross-border health care, disabled and frail 
persons’ fate as well as medical cares given to old people; 
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� the improvement of the tasks’ distribution among hospitals; 

� the continuation and reinforcement of the assistance allowed to the cross-border consumers: 
defence of their rights, information to the patients about the cross-border health care, etc.; 

� the improvement of the collaboration between social and ambulance services and the charity; 

� Eradication of impediments cross-border workers (social security, taxes); 

� the improvement of the cross-border co-operation concerning the emergency services and the fire 
brigade: creation of a central network for the emergency services; 

� Euregional arrangements concerning exercises of fight against disasters and accidents; 

� the implementation of cross-border measures when medical emergencies occur; 

� the improvement of the collaboration and the research of solutions concerning legal bottlenecks 
when cross-border emergency services, fire brigades or police have to intervene; 

� the improvement of the co-operation and solution proposals concerning problems of legal 
responsibilities when a cross-border transportation of danger materials happens. 

80. Youth, Culture, development, education and Euregional identity are under the responsibility of 
the last commission. In these fields, the main points of interest of the commission are:  

� the improvement of the multilinguism at every level; 

� the promotion of cultural knowledge and the Euregional socio-economic history; 

� the collaboration between cultural and sports institutions – creation of museums, theatres and 
cultural centres networks; 

� the promotion of the artistic and cultural education; 

� the development of Euregional booking system; 

� the continuation and improvement of the collaboration between regional television production 
centres. 

The community initiative INTERREG of the Euregion Meuse-Rhine 

81. The community initiatives are specific instruments of the structural policy implemented by the 
European Commission to member states in the aim to support actions contributing to solve problems of 
particular importance for the Community. Like all the other measures financed by the structural funds, the 
aim of the community initiatives is to strengthen the economic and social cohesion within the 
European Union by stimulating a more balanced economic and social development. 

82. INTERREG is the most important community initiatives of the European Commission. Its 
purpose is to promote cross-border co-operation networks and to help the regions located inside and 
outside the frontiers of the European Union to overcome the problems linked by their relative isolation 
within the national economies as well as the European Union. The specificities of the programs approved 
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within the framework of INTERREG are that the means are not individually allowed to each member state 
but are globally allocated to a cross-border area. These programmes aim at stimulating the creation and the 
intensification of cross-border partnerships among the national, regional and local authorities. 

83. Table 13 gives the main results of the SWOT analysis realised in the framework of 
INTERREG III. 
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Box 5. INTERREG III Meuse-Rhine (2000-2006) 

Budget: EUR 105.4 million 

 Public: EUR 97.5 million 

 Community contribution: EUR 52.7 million 

 National public contribution: EUR 44.8 million 

 Private: EUR 7.9 million 

Priority 1. Improvement of physical infrastructure: Key actions concern the promotion of cross-border industrial 
sites and of cross-border mobility. 

 Measure 1.1. Improvement of the labour framework 

  Objectives: two institutions or networks participating to co-operation projects and creating 40 jobs. 

 Measure 1.2. Stimulation of trans-border mobility 

  Objectives: 13 institutions or networks participating to co-operation projects and 3% of increase of  
  the share of common transportation in the travel transportation of a neighbouring region. 

Priority 2. Promotion of economic and scientific/technological co-operation: Key actions focus on strategic 
networking of small and medium-sized enterprises, access to innovation and the economic importance of tourism in 
the area. 

 Measure 2.1. Stimulation of new and innovative activities 

  Objectives: 14 institutions or networks participating to co-operation projects, 50 enterprises co-operating 
  in the framework of the programme and creating 35 jobs. 

 Measure 2.2. Tourism 

  Objectives: 21 institutions or networks participating to co-operation projects, 50 enterprises co-operating 
  in the framework of the programme, eight products developed jointly and creating 35 jobs. 

Priority 3. Protection of live framework: Key actions concern the improvement of life quality and the importance of 
agriculture. Special attention will be paid to overcome the risks of flooding and the treatment of waste. 

 Measure 3.1. Protection of environment, nature and landscapes 

  Objectives: 11 institutions or networks participating to co-operation projects and 10 ha of jointly planned 
  or restored. 

 Measure 3.2. Development of rural zones 

  Objectives: nine institutions or networks participating to co-operation projects, 40 enterprises   
  cooperating in the framework of the programme and creating 30 jobs. 

Priority 4. Development and valorisation of human resources: The programme will stimulate the development of a 
cross-border labour market by co-operation of all labour market actors (social partners, administrations, training 
centres). 

 Measure 4.1. Reinforcement of the trans-border labour market 

  Objectives: ten institutions or networks participating to co-operation projects, 12 enterprises   
  co-operating in the framework of the programme, 60 participants to training and creating 15 jobs. 

 Measure 4.2. Education and Professional training 

  Objectives: eight institutions or networks participating to co-operation projects, 191 scholars and  
  participants to educational and training programmes (especially languages) and creating 22 jobs. 

Priority 5. Stimulation of social integration: Key actions concern social inclusion, especially for young people and 
handicapped, stimulation of a regional cultural identity and co-operation in the field of health and public administration 
(e.g., civil protection services or crime prevention). 

 Measure 5.1. Social integration 

  Objectives: five institutions or networks participating to co-operation projects and ten socio-cultural  
  manifestations with 450 participants.  

 Measure 5.2. Promotion of cultural identity 

  Objectives: four institutions or networks participating to co-operation projects and 75 socio-cultural  
  manifestations with 3 375 participants. 
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 Measure 5.3. Co-operation of health institutions and organisms 

  Objectives: five institutions or networks participating to co-operation projects. 

 Measure 5.4. Co-operation of public authorities 

  Objectives: four institutions or networks participating to co-operation projects. 

Priority 6. Technical assistance 

 Measure 6.1. Technical assistance, management 

 Measure 6.2. Technical assistance, animation 

Source : Euregio (2002b). 
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ANNEXES: MEUSE-RHINE EUREGIO STATISTICAL INDICATORS 

Annex 1. Positioning of MHAL in Eurocorridors 

 

Figure 6. Positioning of MHAL in Eurocorridors 

�

Source: SDER, Walloon Region. 
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Annex 2. Socio-economic characteristics of the Euregio Meuse-Rhine 

Table 14. GDP per capita (EUR15 = 100) 

 

B 
Limburg 

Liege Zuid 
Limburg 

Aachen 
Stadt 

Düren Eus- 
kirshen 

Heins- 
berg 

Aachen 
Land- 
kreise 

Euregio 

SEC  79         
1980 89 101 83 127 99 89 80 80 94 
1981 90 100 80 126 98 88 79 79 93 
1982 95 100 76 123 96 86 77 77 92 
1983 96 99 78 123 95 85 76 76 92 
1984 92 100 82 122 94 84 75 75 92 
1985 90 99 83 124 94 83 75 75 92 
1986 93 97 86 129 99 83 79 79 93 
1987 97 95 85 134 97 83 79 79 94 
1988 103 95 87 135 95 84 80 80 95 
1989 99 94 87 133 95 84 78 78 94 
1990 100 93 85 134 98 85 78 78 94 
1991 98 98 84 139 99 87 81 81 95 
1992 100 100 84 140 97 86 80 80 96 
1993 109 100 86 140 96 86 79 79 98 
1994 111 100 91 144 99 87 80 80 100 
1995 111 99 97 145 98 86 79 79 101 
1996 110 99 95 140 95 83 76 76 99 
SEC 95         
1995 111 99 94 145 96 85 77 85 100 
1996 108 98 90 144 94 84 76 86 98 
1997 109 99 96 143 92 82 74 85 99 
1998 109 99 96 143 91 81 73 84 99 

Note: From 1991: including new German Länder. 

Source: Eurostat, own calculations. 

Table 15. Population (in thousands) 

 B 
Limburg Liege Zuid 

Limburg 
Aachen 
Stadt Düren Eus- 

kirshen 
Heins- 
berg 

Aachen 
Land- 
kreise 

Euregio 

1980 713 1 004 713 243 237 157 214 214 3 493 
1981 718 1 001 715 244 237 158 215 215 3 502 
1982 723 997 717 244 238 159 215 215 3 508 
1983 725 996 719 244 238 160 215 215 3 510 
1984 729 994 720 241 237 160 215 215 3 512 
1985 732 994 720 239 237 161 216 216 3 515 
1986 735 994 722 239 236 161 217 217 3 521 
1987 738 995 724 230 234 163 213 213 3 509 
1988 740 996 727 232 235 164 214 214 3 521 
1989 743 997 729 235 237 165 216 216 3 537 
1990 747 999 732 240 242 169 219 219 3 567 
1991 753 1 003 736 243 246 172 223 223 3 597 
1992 759 1 009 739 245 249 175 227 227 3 629 
1993 764 1 013 741 246 253 177 231 231 3 655 
1994 769 1 015 744 247 255 179 234 234 3 677 
1995 773 1 014 746 248 257 181 237 237 3 694 
1996 778 1 014 747 248 259 183 240 240 3 709 
1997 782 1 016 748 247 261 184 243 304 3 784 
1998 786 1 017 748 245 263 186 245 304 3 794 

Source: Eurostat, own calculations. 
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Table 16. Employment (in 1 000 persons) 

 B 
Limburg  Liege 

Aachen 
Land- 
kreis 

Aachen 
Stadt Düren Heins- 

berg 
Eus- 

kirchen 
Zuid-

Limburg Euregio 

1983 226.1 345.0 85.2 115.7 94.1 70.8 56.6 228.0 1 221.5 
1984 228.8 341.6 85.2 115.7 94.1 70.8 56.6 228.0 1 220.8 
1985 232.8 340.0 85.2 115.7 94.1 70.8 56.6 228.0 1 223.2 
1986 238.0 336.5 84.5 119.3 97.0 73.9 56.0 228.0 1 233.2 
1987 243.1 336.7 83.1 122.1 99.3 76.5 55.0 228.0 1 243.8 
1988 242.3 342.1 83.9 123.5 95.8 77.4 55.6 237.0 1 257.6 
1989 248.9 342.2 85.4 126.4 95.3 78.5 57.6 239.0 1 273.3 
1990 251.7 344.5 87.1 128.6 96.8 79.6 58.7 246.0 1 293.0 
1991 253.9 340.6 89.8 131.9 97.6 80.9 60.4 246.0 1 301.1 
1992 253.6 341.1 90.3 132.7 97.2 79.6 59.9 250.0 1 304.4 
1993 254.1 331.8 89.8 131.3 94.5 79.0 59.4 251.0 1 290.9 
1994 256.1 327.3 90.2 129.4 94.3 78.9 60.0 253.0 1 289.2 
1995 258.7 327.7 90.2 126.6 96.2 78.9 60.5 254.0 1 292.8 
1996 258.7 327.7 89.7 124.8 94.7 77.5 60.1 258.0 1 291.2 
1997 258.7 327.7 89.7 124.8 94.7 77.5 60.1 273.0 1 306.2 
Source: Eurostat, own calculations. 

 

Table 17. Unemployment rates 

 B 
Limburg Liege 

Aachen 
Land- 
kreis 

Aachen 
Stadt Düren Heins- 

berg 
Eus- 

kirchen 
Zuid-

Limburg Euregio 

1983 16.0 13.7 9.2 8.8 8.0 8.3 7.4 n/a 12.0 
1984 15.8 14.1 8.5 9.2 7.4 7.0 7.4 n/a 11.9 
1985 14.8 13.6 8.5 9.4 7.5 7.5 8.3 n/a 11.6 
1986 13.9 14.0 8.0 9.1 7.2 7.1 7.7 n/a 11.4 
1987 13.8 13.8 7.6 8.8 6.8 6.6 6.9 n/a 11.2 
1988 13.1 13.0 8.2 9.3 7.0 6.3 7.0 11.2 10.9 
1989 8.5 10.1 7.9 9.3 6.4 6.3 6.0 9.7 8.8 
1990 7.4 9.3 7.2 8.2 5.7 5.7 4.6 8.4 7.7 
1991 6.3 8.8 6.0 7.1 4.9 4.7 3.7 6.2 6.6 
1992 6.9 9.7 5.9 7.1 4.7 4.9 3.8 6.1 7.0 
1993 8.5 11.4 7.8 8.6 6.4 6.9 4.8 6.9 8.5 
1994 10.2 13.0 9.0 9.9 7.5 8.4 6.0 6.8 9.7 
1995 9.6 12.7 8.8 10.0 7.2 8.2 5.6 8.1 9.7 
1996 9.5 13.0 11.4 7.8 7.7 9.6 6.8 6.9 9.7 
1997 8.4 12.2 12.1 8.4 8.4 10.4 7.2 6.2 9.3 
1998 8.0 13.3 11.8 8.1 8.1 10.3 7.2 5.0 9.2 
1999 7.0 12.8 10.9 7.4 7.5 9.3 6.4 4.3 8.5 
Source: Eurostat, own calculations. 

 

Table 18. Distribution of enterprises 

 Zuid-Limburg Regio Aachen B Limburg Liege B. German 
Community 

Total 23 309 17 979 18 282 21 237 2 161 
% <10 86.6 82.1 79.5 82.6 82.2 
% 10-99 12.0 16.2 18.5 15.6 16.7 
% 100-499 1.3 1.4 1.8 1.5 1.0 
% >500 0.1 0.3 0.2 0.3 0.1 
Source: ETL, Arbeitsamt Aachen, VDAB, Forem. 
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Annex 3. Technological positioning of the Euregio Meuse-Rhine 

Table 19. Patents in absolute values 

 B 
Limburg 

Liege 
Aachen 
Land- 
kreis 

Aachen 
Stadt 

Düren Heins- 
berg 

Eus- 
kirchen 

Zuid-
Limburg 

Euregio 

1989 15.5 66.3 21.3 33.6 24.4 16.2 7.0 50.1 234.4 
1990 28.3 87.8 26.1 31.9 32.5 15.0 4.2 62.6 288.4 
1991 24.0 57.1 21.7 37.2 21.1 12.7 2.5 58.3 234.6 
1992 22.3 59.8 26.1 25.9 29.3 7.7 2.5 74.8 248.4 
1993 25.1 68.4 27.1 70.9 43.1 21.6 17.7 73.2 347.1 
1994 26.0 57.1 34.9 77.7 41.5 26.8 28.1 70.5 362.6 
1995 37.0 63.9 49.3 91.2 67.1 30.8 26.9 77.3 443.5 
1996 34.4 66.6 51.8 98.2 62.8 32.4 19.5 117.5 483.2 
1997 61.0 103.0 38.8 99.9 58.8 36.2 22.8 170.2 590.7 
1998 75.2 112.6 57.1 108.6 71.6 44.0 22.4 149.0 640.5 
1999 48.1 79.4 53.7 145.8 84.2 47.7 24.0 116.3 599.5 
Source: Eurostat, own calculations. 

 

Table 20. Patents per million inhabitants 

 Europe 
15 

B 
Limburg Liege 

Aachen 
Land- 
kreis 

Aachen 
Stadt Düren Heins- 

berg 
Eus- 

kirchen 
Zuid-

Limburg Euregio 

1989 86.5 20.9 66.5 73.8 143.3 103.0 75.1 42.4 98.5 64.8 
1990 93.0 38.0 87.9 89.2 133.2 134.4 68.4 24.9 133.9 79.1 
1991 79.7 32.1 57.1 73.4 153.0 85.8 57.0 14.6 105.8 63.8 
1992 83.7 29.5 59.5 87.6 105.7 117.5 33.9 14.3 143.7 67.1 
1993 86.6 33.0 67.7 90.5 288.0 170.5 93.7 100.0 129.7 93.1 
1994 87.6 33.9 56.3 116.0 314.7 162.4 114.7 156.7 128.9 96.8 
1995 93.6 48.0 63.0 163.3 368.5 260.7 130.01 148.4 145.4 117.9 
1996 97.9 44.4 65.7 171.1 396.1 242.2 135.0 106.6 209.2 128.1 
1997 101.9 78.2 101.1 127.8 404.6 225.3 149.2 123.7 302.5 156.1 
1998 130.0 96.0 110.7 187.4 442.8 272.7 179.6 120.8 278.1 168.8 
Source: Eurostat, own calculations. 

 

Table 21. Patents per million employees 

 Europe 
15 

B 
Limburg 

Liege 
Aachen 
Land- 
kreis 

Aachen 
Stadt 

Düren Heins- 
berg 

Eus- 
kirchen 

Zuid-
Limburg 

Euregio 

1989 209.0 62.3 193.8 249.4 265.8 256.0 206.4 121.5 260.0 173.2 
1990 222.0 112.4 254.9 299.7 248.1 335.7 188.4 71.6 332.9 208.5 
1991 190.7 94.5 167.7 241.7 282.0 216.2 157.0 41.4 272.0 169.1 
1992 203.9 87.9 175.3 289.0 195.2 301.4 96.7 41.7 355.4 177.5 
1993 213.6 98.8 206.2 301.8 540.0 456.1 273.4 298.0 328.1 251.4 
1994 216.5 101.5 174.5 386.9 600.5 440.1 339.7 468.3 321.9 262.3 
1995 230.4 143.0 195.0 546.6 720.4 697.5 390.4 444.6 360.8 319.8 
1996 243.9 133.0 203.2 577.5 786.9 663.2 418.1 324.5 517.4 348.9 
1997 271.9 235.8 314.3 432.6 800.5 620.9 467.1 379.4 715.7 421.9 
1998 325.5 290.8 343.5 636.1 870.0 755.9 567.5 373.2 657.1 457.4 
1999 299.4 185.9 242.3 598.6 1 168.0 889.2 615.1 399.5 481.9 427.9 
Source: Eurostat, own calculations. 
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Table 22. R&D employment in high technology sectors (in thousands) 

 B Limburg Liege Köln NL Limburg 
1996 292.4 343.6 1736.8 497.9 
1997 298.8 351.3 1749.2 515.6 
1998 301.4 353.2 1779.2 524.7 
1999 315.2 376.9 1824.3 540.6 
Source: Eurostat. 

 

Table 23. Patents in human necessities (% of total patents) 

 B 
Limburg Liege 

Aachen 
Land- 
kreis 

Aachen 
Stadt Düren Heins- 

berg 
Eus- 

kirchen 
Zuid-

Limburg Euregio 

1989 38.06 7.24 6.10 2.08 13.52 n/a 21.43 9.57 9.51 
1990 4.59 17.65 13.79 14.11 14.77 10.00 28.57 9.59 13.32 
1991 8.75 14.89 23.96 10.48 11.85 n/a 28.00 5.49 11.13 
1992 13.00 21.07 20.31 14.29 34.47 n/a 100.00 16.84 20.01 
1993 1.59 15.06 30.63 4.23 10.90 15.28 15.82 10.24 11.61 
1994 1.15 17.16 19.77 3.35 1.45 26.87 4.98 2.84 8.49 
1995 22.97 5.48 12.17 6.03 2.68 10.39 10.78 6.08 8.14 
1996 10.76 16.82 12.93 2.65 3.18 6.79 11.79 3.66 7.24 
1997 11.48 12.62 27.32 1.90 2.21 5.52 15.79 2.88 7.50 
1998 19.30 12.24 24.48 5.13 11.96 10.48 35.89 11.15 13.38 
1999 11.40 12.21 29.93 3.94 10.36 12.94 15.62 10.72 11.36 
Source: Eurostat, own calculations. 

 

Table 24. Patents in performing operations and transporting (% of total patents) 

 B 
Limburg  Liege 

Aachen 
Land- 
kreis 

Aachen 
Stadt Düren Heins- 

berg 
Eus- 

kirchen 
Zuid-

Limburg Euregio 

1989 17.42 19.00 76.53 15.48 50.41 24.69 82.86 15.15 28.36 
1990 9.19 16.29 26.82 16.61 55.38 5.33 90.48 15.47 21.32 
1991 20.00 22.94 54.38 16.67 35.07 15.75 148.00 15.26 24.68 
1992 24.66 18.23 35.63 37.45 26.28 19.48 84.00 13.68 22.92 
1993 29.08 17.40 76.75 15.23 27.15 34.26 33.90 11.73 24.34 
1994 27.69 19.79 74.21 17.63 26.27 26.49 23.13 10.04 24.73 
1995 22.16 11.42 56.39 18.09 21.91 46.43 23.42 19.03 24.76 
1996 23.84 21.17 36.68 16.80 20.86 17.90 54.87 9.52 20.40 
1997 14.75 17.48 52.58 17.12 26.19 24.31 43.86 12.18 20.22 
1998 26.86 13.03 55.19 12.38 19.92 12.14 46.68 12.07 19.96 
1999 27.66 21.12 71.30 6.76 10.85 9.78 52.19 11.37 19.66 
Source: Eurostat, own calculations. 
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Table 25. Patents in chemistry and metallurgy (% of total patents) 

 B 
Limburg Liege 

Aachen 
Land- 
kreis 

Aachen 
Stadt Düren Heins- 

berg 
Eus- 

kirchen 
Zuid-

Limburg Euregio 

1989 19.35 38.46 22.54 11.90 17.21 n/a 25.71 5.21 19.58 
1990 23.67 41.34 29.50 15.99 7.38 8.67 33.33 4.99 22.20 
1991 16.25 28.02 17.97 11.83 4.74 n/a 60.00 3.15 13.87 
1992 21.08 36.12 13.03 15.44 6.83 6.49 64.00 2.25 15.90 
1993 24.70 44.30 53.87 5.92 16.71 6.94 15.82 1.71 19.61 
1994 33.46 45.01 47.85 5.92 27.23 19.78 15.66 2.16 21.57 
1995 20.81 55.87 30.02 6.69 21.01 5.19 8.55 1.61 18.84 
1996 25.00 35.44 40.54 7.74 23.25 5.25 22.05 2.92 17.55 
1997 26.23 52.43 43.56 6.91 25.17 4.14 20.18 2.68 20.19 
1998 17.09 44.16 44.57 6.52 15.97 6.34 24.21 2.76 18.56 
1999 32.63 35.13 37.77 5.12 14.37 3.59 20.78 2.39 15.51 
Source: Eurostat, own calculations. 

 

Table 26. Patents in textile and paper (% of total patents) 

 B 
Limburg Liege 

Aachen 
Land- 
kreis 

Aachen 
Stadt Düren Heins- 

berg 
Eus- 

kirchen 
Zuid-

Limburg Euregio 

1989 0.00 3.47 5.63 2.98 0.00 0.00 0.00 1.79 2.30 
1990 7.07 0.00 4.98 1.57 1.85 0.00 52.38 2.55 2.84 
1991 2.08 2.63 5.07 0.00 3.79 0.00 120.00 4.81 4.14 
1992 4.48 2.51 2.30 5.79 4.44 0.00 32.00 4.78 4.14 
1993 3.98 1.61 8.12 1.13 6.26 0.00 17.51 2.32 3.63 
1994 4.23 0.00 2.87 0.39 5.30 0.00 6.05 0.00 1.74 
1995 0.00 0.78 13.79 2.19 5.22 1.62 8.18 0.39 3.56 
1996 0.00 3.00 9.65 8.96 1.11 3.70 24.10 2.75 5.30 
1997 3.28 1.94 5.67 1.50 3.91 0.00 11.84 2.62 2.90 
1998 1.33 1.03 2.96 1.35 3.26 1.96 15.65 0.19 1.92 
1999 0.92 1.26 7.13 3.29 6.85 3.29 11.70 3.57 4.07 
Source: Eurostat, own calculations. 

 

Table 27. Patents in fixed construction (% of total patents) 

 B 
Limburg 

Liege 
Aachen 
Land- 
kreis 

Aachen 
Stadt 

Düren Heins- 
berg 

Eus- 
kirchen 

Zuid-
Limburg 

Euregio 

1989 0.00 6.03 7.98 0.00 9.43 12.35 0.00 4.59 5.25 
1990 8.83 2.85 6.13 0.31 3.08 2.00 54.76 5.28 4.72 
1991 0.00 4.03 7.83 3.49 9.48 0.00 40.00 5.15 4.82 
1992 4.48 9.20 1.15 1.54 8.53 6.49 0.00 3.34 5.11 
1993 3.98 3.80 13.65 0.00 4.64 4.63 19.77 7.51 5.56 
1994 17.31 2.80 2.01 0.00 7.23 8.58 19.57 12.06 7.20 
1995 7.30 1.25 3.65 1.10 6.26 8.12 43.49 20.58 9.16 
1996 4.36 3.75 5.98 1.43 2.71 9.26 13.85 3.74 4.20 
1997 9.84 4.85 13.14 0.70 4.93 11.05 25.44 5.11 6.47 
1998 8.94 4.35 5.82 3.06 3.76 0.75 24.12 5.44 5.43 
1999 3.45 1.89 2.18 0.10 4.62 8.37 49.06 13.47 6.64 
Source: Eurostat, own calculations. 
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Table 28. Patents in mechanical engineering, lighting, heating, weapons and blasting (% of total patents) 

 B 
Limburg Liege 

Aachen 
Land- 
kreis 

Aachen 
Stadt Düren Heins- 

berg 
Eus- 

kirchen 
Zuid-

Limburg Euregio 

1989 6.45 14.48 27.23 12.20 3.28 0.00 50.00 8.58 12.41 
1990 12.37 12.30 19.92 18.50 14.46 2.00 52.38 11.03 13.70 
1991 4.17 10.68 15.21 8.06 10.90 3.94 0.00 3.95 7.89 
1992 1.35 11.54 11.49 11.97 7.85 0.00 0.00 3.07 7.21 
1993 7.97 7.46 33.95 7.05 19.03 20.37 5.65 12.57 12.70 
1994 3.85 5.60 30.95 5.15 16.87 15.30 5.34 12.06 11.06 
1995 9.19 13.30 29.21 5.81 14.46 14.94 5.95 14.63 13.26 
1996 0.00 7.96 24.32 4.68 7.96 8.95 11.28 6.13 8.24 
1997 14.75 4.85 35.05 3.50 8.67 10.50 7.89 4.05 8.24 
1998 9.17 13.17 14.77 5.97 10.69 9.28 8.78 6.46 9.36 
1999 2.79 15.91 26.47 4.07 13.35 6.82 16.78 13.13 11.33 
Source: Eurostat, own calculations. 

 

Table 29. Patents in physics (% of total patents) 

 B 
Limburg Liege 

Aachen 
Land- 
kreis 

Aachen 
Stadt Düren Heins- 

berg 
Eus- 

kirchen 
Zuid-

Limburg Euregio 

1989 9.68 9.20 8.92 8.63 0.00 6.17 47.14 0.86 7.31 
1990 24.03 5.58 15.71 6.90 0.92 0.00 28.57 7.00 8.28 
1991 25.83 10.86 28.11 0.81 15.17 0.00 32.00 3.61 10.62 
1992 17.04 1.51 6.51 3.47 9.56 0.00 28.00 4.02 5.56 
1993 15.54 8.48 15.87 1.13 11.83 0.00 11.30 8.23 8.05 
1994 5.77 8.41 26.36 3.86 12.77 8.21 10.68 7.04 9.37 
1995 11.35 5.16 12.58 2.52 16.39 0.65 13.75 8.36 8.42 
1996 14.24 4.20 23.75 4.28 20.70 7.10 7.18 5.87 9.89 
1997 13.11 3.88 22.16 3.20 14.46 2.49 21.49 4.65 7.79 
1998 10.21 4.91 15.69 4.60 15.09 5.87 27.02 6.22 8.72 
1999 13.08 7.49 41.72 2.85 21.10 3.50 16.20 6.25 11.58 
Source: Eurostat, own calculations. 

 

Table 30. Patents in electricity (% of total patents) 

 B 
Limburg 

Liege 
Aachen 
Land- 
kreis 

Aachen 
Stadt 

Düren Heins- 
berg 

Eus- 
kirchen 

Zuid-
Limburg 

Euregio 

1989 9.03 2.26 3.29 10.12 6.15 0.00 4.29 0.09 3.77 
1990 10.25 4.10 4.98 8.15 2.46 0.00 16.67 0.38 4.21 
1991 23.33 6.13 18.89 7.26 8.53 0.00 80.00 0.00 8.40 
1992 13.45 0.00 8.81 10.81 2.05 0.00 0.00 0.31 3.60 
1993 13.15 2.05 29.15 3.53 3.71 0.46 2.82 0.00 4.98 
1994 6.92 1.40 18.34 8.75 2.89 0.00 9.96 1.44 5.74 
1995 5.95 6.73 27.59 11.84 12.07 0.32 0.74 0.59 8.97 
1996 21.80 7.66 35.91 6.21 20.38 1.54 22.05 0.97 11.60 
1997 6.56 1.94 58.25 4.10 14.80 5.25 12.72 0.80 8.05 
1998 7.10 7.10 26.81 13.55 19.36 4.18 13.73 0.41 9.79 
1999 8.07 4.99 54.98 10.70 18.50 2.08 16.20 0.10 12.27 
Source: Eurostat, own calculations. 
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Annex 4. Tourism infrastructure 

 

Table 31. Hotels and similar establishments (in number) 

 B Limburg Liège Regio Aachen 

 Establish- 
ments Bedrooms Establish- 

ments Bedrooms Establish- 
ments Bedrooms 

1995 120 1 970 246 4 222 337 6 063 
1996 128 1 966 253 3 984 329 5 985 
1997 123 1 941 242 3 890 327 6 034 
1998 129 1 907 235 3 747 318 5 808 
1999 130 1 907 244 3 747 305 6 138 
Source: Eurostat. 

 

Table 32. Tourist campsites (in number) 

 B Limburg Liège Regio Aachen 
 Establish- 

ments 
Bedrooms Establish- 

ments 
Bedrooms Establish- 

ments 
Bedrooms 

1994 44 2 262 96 604 0 14 457 
1995 40 2 318 90 610 28 14 345 
1996 37 2 295 90 598 28 14 669 
1997 36 2 285 89 566 27 14 805 
1998 35 2 301 88 597 28 14 637 
1999 36 n/a 87 n/a 28 n/a 
Source: Eurostat. 

 

Table 33. Other collective accommodations (in number) 

 B Limburg Liège Regio Aachen 

 Establish- 
ments Bedrooms Establish- 

ments Bedrooms Establish- 
ments Bedrooms 

1994 237 8 323 330 861 n/a 5 270 
1995 228 8 325 327 861 123 5 770 
1996 229 8 215 309 887 125 5 703 
1997 225 8 105 295 817 128 5 953 
1998 223 8 165 284 897 124 5 714 
1999 226 n/a 274 n/a 124 n/a 
Source: Eurostat. 

 

Table 34. Hotels and similar establishments (in number of bed places) 

 B Limburg Liège Regio Aachen 
1994 17 463 9 246 10 390 
1995 17 381 9 356 10 930 
1996 17 393 9 147 10 835 
1997 17 283 9 077 11 245 
1998 17 491 9 157 10 108 
Source: Eurostat. 
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Table 35. Holiday dwellings (in number of bed places) 

 B Limburg Liège Aachen K.S. Aachen, 
Landk 

Düren Euskirchen Heinsberg 

1994 3 9 038 14 7 752 n/a 400 n/a 2 208 n/a 160 n/a 120 n/a 2 056 
1995 6 8 954 21 7 852 n/a 400 6 2 208 5 200 4 120 n/a 2 056 
1996 7 9 076 24 7 804 n/a 400 5 2 208 5 160 5 120 n/a 2 056 
1997 7 9 076 23 7 804 n/a 400 10 2 048 5 480 6 120 n/a 2 056 
1998 7 9 224 23 7 804 n/a 400 10 2 048 5 480 7 120 n/a 1 188 
1999 7 n/a 22 n/a n/a n/a 10 na 5 n/a 9 n/a n/a n/a 
Source: Eurostat. 

 

Table 36. Other collective accommodations (in number of bed places) 

 B Limburg Liège Aachen Kreis Aachen, 
Land Düren Euskirchen Heinsberg 

1994 190 102 220 633 n/a 25 n/a 105 n/a n/a n/a n/a n/a 46 
1995 182 102 216 643 5 25 14 105 14 n/a 43 n/a 4 46 
1996 185 102 195 456 5 25 15 105 14 n/a 44 n/a 4 58 
1997 182 102 183 456 5 25 14 105 13 n/a 44 n/a 4 58 
1998 181 102 173 456 3 n/a 13 102 13 n/a 41 n/a 4 56 
1999 183 na 165 n/a 5 n/a 12 n/a 13 n/a 38 n/a 4 n/a 
2000 n/a 380 n/a 3 054 n/a n/a n/a n/a n/a n/a n/a n/a n/a n/a 
Source: Eurostat. 

 

Annex 5. Evolution of employment and unemployment 

 

Table 37. Employment 

 B Limburg Liege ADG NL Limburg Aachen Kreise 
1991 - 317 167 18 800 453 100 229 951 
1992 219 029 319 052 19 272 521 940 233 761 
1993 220 002 314 098 18 884 469 300 231 871 
1994 222 697 311 978 19 217 473 000 226 774 
1995 232 384 312 683 19 727 476 200 226 030 
1996 235 594 314 321 19 975 480 550 223 363 
1997 240 823 319 408 20 079 485 760 222 129 
1998 249 061 323 729 20 445 469 746 222 719 
1999 247 615 295 545 20 722 465 400 222 747 
2000 - - - 478 268 234 127 
Source: EURES (2001). 
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Table 38. Unemployment 

 Unemployment 
 B Limburg Forem-Liege ADG Limburg-NL Aachen 

1991 34 196 48 713 1 802 47 300 25 586 
1992 37 189 54 777 1 880 42 024 26 939 
1993 43 577 61 582 2 202 59 501 32 751 
1994 46 793 64 219 2 298 60 245 35 583 
1995 46 526 62 634 2 038 59 048 36 013 
1996 44 818 62 315 1 837 58 900 39 012 
1997 40 54 62 027 1 784 51 754 41 498 
1998 34 902 60 242 1 616 45 211 40 211 
1999 31 135 59 441 1 517 40 343 38 530 
2000 26 86 57 461 1 499 35 752 35 695 

 Unemployment Youth <25 
 B Limburg Forem-Liege ADG Limburg-NL Aachen 

1991 9 295 13 656 402 - 3 608 
1992 9 716 15 131 366 - 3 737 
1993 11 186 16 154 428 - 4 600 
1994 11 400 15 784 415 - 4 848 
1995 10 754 15 642 363 - 4 627 
1996 10 778 16 003 351 - 4 873 
1997 9 844 16 055 359 4 729 4 865 
1998 8 626 16 016 323 4 224 4 467 
1999 7 825 17 747 304 5 291 4 032 
2000 6 454 15 889 292 4 312 3 778 
 Long term unemployment 

 B Limburg Forem-Liege ADG Limburg-NL Aachen 
1991 16 945 29 383 919 - 7 971 
1992 18 670 33 907 957 - 8 536 
1993 21 506 38 171 1 026 - 10 352 
1994 25 111 41 226 1 102 - 12 877 
1995 26 818 43 656 1 002 - 13 587 
1996 25 940 42 098 792 31 877 14 848 
1997 23 085 41 350 753 30 934 16 544 
1998 19 572 40 809 692 26 205 17 310 
1999 15 938 44 214 560 23 988 16 775 
2000 13 055 40 030 570 20 594 15 676 
 Unemployment rate % 

 B Limburg Forem-Liege ADG Limburg-NL Aachen 
1991 15.0 11.9 6.0 8.2 8.6 
1992 17.0 13.5 6.3 8.1 9.0 
1993 19.8 15.1 7.3 9.9 10.9 
1994 19.0 15.8 7.6 12.7 11.8 
1995 18.2 15.4 6.8 12.4 12.0 
1996 15.2 15.4 6.2 12.3 13.1 
1997 13.7 15.3 6.0 11.4 13.9 
1998 11.5 14.9 5.4 9.3 13.2 
1999 9.0 14.5 5.1 8.1 12.5 
2000  14.1 5.0 7.2 10.9 
Source: EURES (2001). 
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Annex 6. Air transport  

 

Table 39. Air transport 

 Freight  
(total embarked and disembarked in tonnes) 

Passengers  
(total embarked and disembarked in 1000) 

 Liege Köln South 
Limburg 

Liege Köln South 
Limburg 

1983 121 62 460 10 513 12 1 669 82 
1984 116 60 903 8 998 8 1 855 96 
1985 52 84 733 15 490 6 1 960 126 
1986 52 105 653 24 078 5 1 973 144 
1987 2 433 121 928 28 944 21 2 167 152 
1988 29 123 188 32 675 52 2 306 210 
1989 387 162 143 29 486 61 2 623 279 
1990 48 175 305 25 439 38 3 027 247 
1991 69 199 935 n/a 22 2 979 157 
1992 n/a 203 347 10 800 n/a 3 419 256 
1993 n/a 203 347 15 200 n/a 3 786 229 
1994 353 258 313 1 700 45 3 920 259 
1995 1 170 304 520 35 029 86 4 645 260 
1996 7 879 339 973 42 000 108 3 975 279 
1997 35 414 393 436 n/a 154 5 219 n/a 
1998 16 3807 368 729 n/a 173 5 305 n/a 
1999 207 629 n/a n/a 213 n/a n/a 
2000 270 307 n/a n/a 200 n/a n/a 
2001 273 217 n/a 46 600 207 n/a 420 
Source: Eurostat, Liege Airport, Maastricht-Aachen Airport. 
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NOTES 

 
1. The German-speaking Community of Belgium, known as Eastern Cantons, are a set of German-speaking 

communes which depend administratively to the province of Liege. 

2. It is composed of the COROP of South Limburg as well as the South communes of the COROP of Middle 
Limburg (Roermond, Posterholt, Echt, Melick en Herkenbosch, Maasbracht). 

3. For example, it is the case of the INTERREG Programme for the BENELUX Middengebied which 
includes the Belgian as well as the Dutch Limburg.  

4. Indeed, these regions are contiguous to the German-speaking Community of Belgium. These 
two Landkreise are included because they are members of the Germano-Belgian planning Commission and 
are at the fringe of the trans-border national park of High Fens-Eifel. 

5. The province of Liege has lost more than 60% of the industrial employment over the four last decades. The 
economic structure of the region has been largely affected by the closure of the coal-mining as well as by 
the deep decline of the iron and steel industry.  

6. In fact, the regional development policy in the Aachen Regio is strongly influenced by the hierarchical 
structure of the administrative system of North-Rhine Westphalia Land. It is the North-Rhine Westphalia 
development agency (gesellschaft für wirtschaftsförderung Northrhein-Westfalen, Gfw) which officially 
covers the area. AGIT is the result of a joint private initiative taken by the city of Aachen, its counties, 
chambers of commerce, and representatives of the private business sector in order to accelerate the 
restructuring process of the region. 

7. At the international level, the ACI 2001 worldwide airport traffic statistics ranges Liege at the 65th position 
upon a total of 789 cargo liner airports. 

8. CRIF, ISSeP, CERM, CENTEXBEL, CELABOR. 
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THE CROSS-BORDER REGION OF FRANKFURT (ODER)–SLUBICE: 
 

AN ECONOMICS PERSPECTIVE 

This paper discusses the Polish-German border region around Frankfurt (Oder) and 
Slubice. Economic performance in this border region is poor: unemployment is high, 
job creation is low, and further job destruction is sure to come. This paper’s interest 
is twofold: First, we are interested in the burden that the border imposes on border 
region households. But second, we are also interested in how border region 
households themselves contribute to the border region’s underdevelopment. The 
resulting distinction should help us to understand better the role of existing policies, 
of future policies proposals, and of a large future shock (i.e., Poland’s entry into 
the EU).  

Introduction 

Focus 

1. Geographically, Frankfurt (Oder), on Germany’s Eastern fringe, and Slubice, on Poland’s 
Western fringe, appear “twin cities”. Also, the German border region and the Polish border region appear 
“neighbouring regions”. But are these cities and regions “twins” and “neighbours” beyond geography, 
also? This question is this review’s key focus. From a descriptive perspective, we present cross-border 
comparisons of simple, yet important, indicators of well-being, of labour market performance, and of 
infrastructure; also, we describe existing policies towards well-being, towards the labour market, and 
towards infrastructure. From a normative perspective, we attempt to evaluate these policies. 

Brief outline 

2. Section 2 is on Border Region households’ well-being. We document the existing inequality in 
standard-of-living, and explore this inequality’s role for further improvements in welfare. This paper 
argues that the strong income inequality at the Polish-German (i.e., an “inter-country”) border creates 
numerous extra inefficiencies unknown from many “ordinary” (i.e. “intra-country”) borders. Essentially, 
these inefficiencies are due to 1) strong market segmentation; 2) insufficient protection of property rights; 
and 3) unfettered quest for status. However, this paper also argues that strong income inequality also 
compounds an inefficiency all too familiar from “ordinary” borders – being 4) the lack of incentives to 
provide amenities for households on both sides of the border. Our discussion of these four types of 
inefficiencies will suggest that households’ well-being at the Polish-German border around 
Frankfurt (Oder) and Slubice is not as high as it could be. Border Region households could be better off 
than they are. Moreover, our understanding of these four types of inefficiencies will offer guidelines on 
how policy makers should deal with these inefficiencies.  

3. Section 3 presents, and evaluates, current policies in four selected policy fields.1 These fields are: 
1) labour markets; 2) transport infrastructure; 3) human capital; and 4) cross-border co-operation between 
local governments. When discussing current trends, existing policies, and future policy improvements in 
each of these fields, we make extensive use of the framework, and the concepts, developed in Section 2. 
Section 4 concludes.2  
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Methodology 

4. At the outset we want to be clear about the paper’s methodology. Any differences in behaviour 
that we may identify between Polish households on the one hand, and German households on the other 
hand, we will always only try to explain through rational individual behaviour. This is how it should be: 
Polish and German households are different not just by nationality; they also differ in terms of income, 
wealth, residential location, relative prices and government institutions they face, and a host of other 
characteristics that matter for behaviour. Before pointing to “prejudice”, “discrimination” or to the role of 
German-Polish history, we must try to explain obvious welfare improvements still unexploited by pointing 
to households’ restrictions.  

5. Our chief vehicle of analysis will be making simple comparisons. So early on we stress this 
vehicle’s four chief limitations. The first two of these are about data quality; the second two involve data 
interpretation. First, while many types of comparisons may be desirable, not all will be feasible. Cross-
border comparisons – really by definition – will suffer from international variation in variable definitions. 
This is in strong contrast to comparisons between regions within the same country; these can comfortably 
draw on a common national, and hence on a uniform, framework. Second, subsequent cross-border 
comparisons inevitably suffer from missing data. Partly this is due to East Germany’s and Poland’s 
Socialist past; partly it is due to administrative reforms. Jurisdictional boundaries have changed in both 
countries. In 1993 Brandenburg redrew its counties’ boundaries. In 1999 Poland redrew the boundaries of 
the voivodships. To circumvent attendant problems in data availability, we will often resort to comparing 
jurisdictions at the next higher tier, e.g., to comparing the newly formed voivodship of Lubuskie with the 
Bundesland of Brandenburg. However, we will only do this if interregional variation in data is sufficiently 
weak.  

6. Beyond these technical aspects of cross-border comparisons, we emphasize two limitations 
pertaining to interpretation. First, cross-border differences do not per se indicate lack of integration, let 
alone require policy intervention. To the contrary, cross border differences may actually be a sign of 
welfare enhancing specialisation. This is a familiar theme in, for instance, the economic theory of 
international trade. (This theory must surely apply to intra-border-region-cross-border trade, too.) 
Differences in labour productivity, in particular, need not be a source of worry but may actually suggest 
mutually beneficial trade. We emphasise that this holds even if labour productivity in every industry on one 
side of the border falls short of the productivity in the corresponding industry on the border’s other side.3 
Similarly, differences in the output mix, and product differentiation more generally, provide more variety, 
and hence a larger choice for consumers. Clearly, in some areas growing cross-border differences do not 
signal any lack of, but rather good progress in, integration. We must be careful to distinguish these from 
differences in other areas that truly stand in the way of improving households’ well-being.  

7. Second, making cross-border comparisons somehow suggests that cross-border comparisons must 
be relevant to local well-being. But are cross-border comparisons really always relevant? To give a taste of 
this argument, while Slubice households’ average real household income may be much lower than that of 
Frankfurt households, Slubice households’ average real income roughly equals Poland’s national average 
(see below). Surely Slubice households will not exclusively and incessantly compete, and compare 
themselves, with Frankfurt households. So why should we? Slubice households’ point of reference in many 
areas of daily life will be life in other Polish cities, not life in Frankfurt; imports of goods and services are 
predominantly from other Polish cities, not from Frankfurt; relatives and friends typically live in other 
Polish cities, not in Frankfurt; and so forth. A similar reasoning applies to Frankfurt households. Thus 
generally we need to caution against overrating cross-border differences while neglecting within-country 
differences. Any interpretation of cross-border comparisons should always also “control” for respective 
national averages, too.4  
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8. To these comments on making comparisons we add two methodological notes on the nature of 
“borders”. First, it is tempting to think of a border as being “exogenous”, i.e., as being imposed onto a 
region by some outside actor. In that view, a border deprives both of the resulting halves of half of their 
natural hinterlands. (Unsurprisingly this is the view typically embraced by local policy makers.) Costs of 
cross-border transactions rise; goods and services need to be transported over longer distances; 
agglomeration economies become more difficult to reap; smuggling of cigarettes, drugs, arms, paintings, 
and humans may draw Border Region residents into crime by increasing the rewards to illegal activity. 
However, also note the simple fact that a border is not simply a border. A border can be very porous, or it 
can be much less porous. Sometimes a border is less porous because that is how small border region 
interest groups on one side, or even on both sides, of the border want it to be. Or, a border is less porous 
because that is how a majority of border region households on both sides, or maybe even only on one side, 
of the border would like it to be. Or, a border is less porous because that is what border region households’ 
individual behaviour inadvertently makes it to be – even though everybody really would prefer it to be 
more porous if everybody else did. In all these cases, it is border region households’ behaviour that 
determines the border’s porosity. The border’s porosity is “endogenous”, not exogenous. In sum, there is 
an issue of simultaneity: While borders clearly impose burdens on border regions, border region 
households also may contribute to borders’ impermeability.  

9. Second, and in a similar vein, it may be tempting to think of border regions as being “peripheral”. 
However, with Germany’s capital city functions largely transferred from Bonn to Berlin, Frankfurt as well 
as its neighbouring counties have moved much closer to Germany’s “political centre” than ever before. 
Also, while Slubice and the Polish Border Region may appear in some geographical sense peripheral with 
respect to Poland’s political and economic agglomerations, they may actually be located very “centrally” 
with respect to the important markets and trading partners further West. In short, equating being border 
region with being peripheral is no fruitful concept in this paper’s discussion of the German-Polish border 
region.  

10. Finally, we offer two conceptual remarks on the notion of “integration”: first, integration may be 
with respect to residential areas, or to border region households’ bilingual abilities, or to border region 
firms’ joint ventures, or to cross-border employment, or to joint leisure and cultural activities, or to even all 
at the same time. Throughout the paper we will try to be clear about the specific field the integration of 
which we discuss. Besides, note that integration is just the opposite of segregation. Hence any 
understanding of segregation5 should help in understanding better the causes and effects of integration. 
Second, surely the state of integration is interesting in its own right. We are sure to find that Frankfurt is 
less well integrated with Slubice than with its adjacent German counties. A similar finding should apply to 
Slubice. However, an evaluation of the state of integration would be even more interesting: Is the current 
state of integration fine? Or, rather, is this state too low, in the sense that further integration could generate 
higher output and more employment, better communication and less misunderstanding, in short: “more 
happiness”? Ultimately the answers to these questions determine whether changes in policies within, or 
outside of, but always bearing on the border region are needed.  

Trends and policies in the cross-border area 

Trends 

Unit of analysis 

11. In what follows we introduce some terminology on, and a definition of, the Frankfurt (Oder)-
Slubice-“border region”. For practical purposes, we actually offer three types of border region concepts. 
Table 1 has the different jurisdictions used for cross-border comparison.  
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Table 1. Units of analysis 

Region Unit of analysis Contributing jurisdictions 
Slubice Slubice Miasto Frankfurt-Slubice 
Frankfurt Kreis Frankfurt (Oder) 
Polish Border Region Former Voivodship of Gorzów Border Region 
German Border Region Frankfurt (Oder), Märkisch-Oderland, Oder-Spree 

 Lubuskie Voivodship of Lubuskie 
 Brandenburg Bundesland Brandenburg 
Note: Slubice Miasto, as the city of Slubice, may easily be confused with Slubice Powiat, which includes not just Slubice miasto but 
also a number of surrounding villages.  

 

12. First, Slubice and Frankfurt are the two cities proper; they define the nucleus of the Slubice-
Frankfurt border region. Jointly, Slubice and Frankfurt form the “agglomeration” of Slubice-Frankfurt. 
Next, the Polish Border Region is given by the former voivodship of Gorzów, according to the voivodship 
definition valid until voivodship reform in 1999.6 The German Border Region comprises Frankfurt as well 
as Frankfurt’s two adjacent counties: Oder-Spree and Märkisch Oderland. Note that both, the Polish 
Border Region and the German Border Region, extend far beyond the immediate vicinity of the border. For 
instance, the Polish Border Region also includes the former voivodship capital of Gorzów; the German 
Border Region also even comprises cities bordering on Berlin. Jointly, the Polish Border Region and the 
German Border Region give this paper’s Border Region. Finally, the voivodship of Lubuskie on the one 
hand and the Bundesland of Brandenburg on the other hand are the two “state level” jurisdictions. Table 2 
has area and population density for all jurisdictions involved. 

13. Wherever possible, and meaningful, we will focus on Frankfurt-Slubice and on the Border 
Region. This reflects our belief that “true” border-region issues – the significance of the income disparity, 
the delays imposed by cross-border traffic, the costs of cross-border communication, the distortions created 
by being seams to different legal systems, and so forth – are far more important, and may call for stronger 
policy responses at the urban than at the regional level. Moreover, by providing local public services to 
their respective, and sparsely populated, hinterlands, Frankfurt on the German side, and to a lesser extent 
Slubice on the Polish side, are Border Region “central places”. For example, Frankfurt grants access to the 
international railway network; Slubice provides access to the Polish Border Region’s bus service; or, 
Slubice-Frankfurt are among the largest suppliers of third level education in the Border Region.  

 

Table 2. Area and population density, 2001 

 Area (km2) Population density 
(population per km2) 

Polish Border Region 6 108 63 
German Border Region 4 518 101 
Lubuskie 13 984 73 
Brandenburg 29 477 88 
Poland 312 685 124 
Germany 357 022 230 
Source: LDS BB, PSO. 

 

14. We should add, though, that none of the definitions in Table 1 can claim to capture the “true 
border region”. For some purposes the concept of Frankfurt is too small. For instance, during the past 
decade numerous households have left Frankfurt for smaller cities nearby. Such suburbanisation distorts 
Frankfurt’s subsequent population figures.7 For other purposes the concept of the Border Region is too 
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large. For example, few of Gorzów households will regularly interact face-to-face with their German 
neighbours; likewise, few of those German households living in rural areas at the Berlin-Brandenburg 
boundary will regularly travel to, or even consume in, Slubice. A fortiori this must apply to Lubuskie and 
Brandenburg. We finally note that the three units of analysis are not perfectly nested: the former 
voivodship of Gorzów is not entirely contained in the new voivodship of Lubuskie.  

Population  

15. Both, Slubice and Frankfurt, really are small cities (see Table 3). However, while between 1990 
and 2001 Slubice appears to have grown slightly, Frankfurt has contracted heavily, at an overall rate of 
roughly –18%. In 1990 Frankfurt was more than five times larger than Slubice; today it is merely 
four times as large. Clearly Frankfurt’s contraction is not primarily driven by a reduction in natural 
population growth (pronounced as it was after 1989). Rather, Frankfurt’s contraction follows a migration 
pattern observed in many, if not most, other larger cities in East Germany.8 In these, strong population loss 
has resulted from 1) suburbanisation as well as 2) emigration to regions with better employment prospects.   

 

Table 3. Population 

 1990 1995 2001 
Slubice 16 069 17 063 17 737* 
Frankfurt 86 171 80 807 70 308 
Lubuskie n.a. 1 014 591 1 024 499 
Brandenburg 2 578 312 2 542 042 2 593 040 
Note: * refers to 2000.  

 

Source: PSO, LDS BB. 

 

16. Comparing population change offers two insights. The first of these relates to the causes of 
observed population trends. On the one hand, being located on the border at least has not visibly damaged 
Slubice’s development, given that Slubice, after all, has had positive population growth. On the other hand, 
being located on the border does not seem to have driven population in Frankfurt to a level significantly 
below of what should be expected from looking at other East German non-border cities’ experiences.9 
Thus, if a strong negative border effect has been present in these cities, then it certainly is concealed by a 
multitude of government interventions: active labour market policies, disproportionately high public sector 
employment in customs, border police, law, etc., EU subsidies, etc. Nonetheless, it should be safe to say 
that there is no common cause to the two cities’ population trends.10  

17. The second straightforward insight is about the resulting divergence in policy implications. In 
Frankfurt, the loss of one-fifth of its 1989 urban population must surely produce numerous difficulties in 
any urban policy area involving large fixed cost. This holds even more true as official population 
predictions, and hence ongoing infrastructure investment, in every year since 1990 appear to have 
consistently underestimated the true downward trend. Fewer and fewer (and increasingly older) inhabitants 
get to live with, but eventually need to pay for, an infrastructure laid out for, say, a population of 90 000 
rather than for today’s actual 70 000. Prominent examples of oversized infrastructure include water and 
waste water management, the local tram network, the local public theatre, and, foremost, public housing. 
But then policy priorities in both cities surely must be very different. While Slubice needs to keep up with 
growing infrastructure demands, Frankfurt must be concerned about large tracts of modernized, yet 
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uninhabited, public housing, oversized kindergarten capacity, as well as beautifully landscaped, but largely 
unfrequented, public parks. As an illustration, note that Frankfurt, as other East German cities, too, 
currently even considers a – very costly (if subsidized) – tearing down of a sizeable fraction of the city’s 
stock of public housing (see MOZ, 2002).  

Trade  

18. Because trade figures are not available at the Frankfurt-Slubice level we document trade between 
Brandenburg and Poland, and between Lubuskie and Germany. At the outset, notice that trade is not nearly 
as important for Brandenburg as trade is for Germany as a whole. This, by itself, could be interpreted as a 
sign of lacking integration. If ties between Brandenburg and Lubuskie were closer then bilateral trade, 
expressed as a share of GDP, would be larger, too. However, other factors may explain low trade 
interaction, too. Certainly low trade levels in the border region could also be due to a much diminished role 
of manufacturing, and hence, of production of tradables, following transition.  

 

Table 4. Regional composition of Brandenburg’s external trade in 2000 

 Exports Imports 
Total (in EUR millions)  4 279  5 534 

Thereof:  (%)  (%) 
 USA 13 Russia 42 

 Poland 11 Poland 8 
 Netherlands 8 USA 6 
 France 8 France 6 
 UK 8 Netherlands 5 
 Italy 6 Italy 5 
Note: Data in current prices.  

 

Source: LDS BB.  

 

19. To capture the extent of integration, rather than measure the mere size of trade, instead we focus 
on the regional composition of Brandenburg and Lubuskie trade (Table 4). Brandenburg exports to Poland 
only amount to a mere 11% of its total exports. Thus Brandenburg exports to Lubuskie must be even less. 
Conversely, only 8% of Brandenburg imports are from Poland. These are surprisingly low shares. After all, 
a traditional “gravity model” would have led us to believe that Brandenburg trade is strongest with its close 
neighbours, such as Poland, and much less strong with very distant neighbours, such as the United States.11 
Admittedly, Table 4 neglects unregistered trade. As is documented by long queues of shoppers not only on 
weekends, there are numerous Germans who shop in markets at Slubice or Kostrzyn (a bit further north). 
With prices slowly converging, however, unregistered trade is less important today than, say, ten years 
ago. Thus, even if we take cross-border shopping into account, cross-border overall trade still looks 
surprisingly low.  

20. In Table 5 we present the corresponding trade figures for Lubuskie. Interestingly now, Lubuskie 
appears better integrated with Germany than does Brandenburg with Poland. One explanation is that it is 
West German, not German Border Region, firms that interact with Polish Border Region firms. A 
prominent pattern is where West German plants export inputs to Poland and where subsequently Polish 
firms assemble the inputs and re-export the resulting product to Germany or elsewhere. This two-way-trade 
then, mirroring “fragmentation of production”, shows up in Lubuskie’s trading partners in that Germany is 
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not just the largest importer, but also the largest supplier. Naturally, also, this pattern does not show up in 
the geographic distribution of Brandenburg’s trading partners. There are no “twin plants” here; assembly 
operations, if they take place at all, involve firms fairly distant, rather than very close, to each other. So it 
may be helpful to add that trade-wise the Polish-German border region does not at all resemble the 
Mexican-American border region.  

 

Table 5. Regional composition of Lubuskie’s external trade in 1997 

 Exports Imports 
Total (in Zl millions)  1 646  1 245 

Thereof:  (%)  (%) 
 Germany 69 Germany 49 

 Italy 6 Russia 7 
 Denmark 5 Italy 6 
 United Kingdom 4 Denmark 4 
 The Netherlands 2 The Netherlands 3 
Note: Data in current prices.  

 

Source: PSO Gorzów.  

 

Standard of living 

21. We turn to households’ material well-being. As a first approximation of today’s well-being we 
use Gross Domestic Product (GDP) per capita in 1999 (Table 6).12 All data in Table 6 are in current prices; 
Polish data in Zloty have been converted into EUR using average yearly exchange rates supplied by the 
Polish National Bank (see Table 15). From Table 6 we infer that there is a strong discrepancy in GDP per 
capita. GDP per capita is four to five times higher on the German side than on the Polish side of the border, 
irrespective of whether we compare Frankfurt with Slubice or the German Border Region with the Polish 
Border Region. (However, also note that the income disparity is markedly larger yet between Germany and 
Poland.) But, of course, these comparisons suffer from two potential caveats: One of these is peculiar to 
East Germany; the other is specific to any income comparison between countries with very different 
incomes. We discuss these caveats in turn and then suggest how to roughly correct for them.  

 

Table 6. Nominal GDP per capita (in EUR) 

 1992 1995 1999 2000 
Slubice n/a n/a n/a n/a 
Frankfurt 12 501 20 262 23 270 23 753 
Lubuskie n/a n/a 3 415 3 965 
Brandenburg 9 426 14 429 16 110 16 082 
Notes: Data in current prices. Zloty data are converted using exchange rates in Table 15. 

 

Source: PSO, LDS BB, IMF, and RSWL.  
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22. First, on the one hand transfer payments from West Germany play an important role in 
East Germany’s aggregate consumption and investment. Part of these transfers are funds to East German 
state governments and subsequently serve to improve transport infrastructure, public housing, public 
education, etc. However, the larger part of West-East transfers are directly to households. For example, 
East Germany’s aggregate unemployment insurance benefits and payments committed to active labour 
market policies by far exceed East German workers’ and firms’ aggregate contributions. Ultimately these 
and other transfers permit East German spending on goods and services produced elsewhere. To assess the 
significance of overall transfers, we point to DIW/IfW/IWH (1999), according to which East Germany’s 
GDP continues to merely provide two-thirds of what East Germany’s households, governments and firms 
actually use up for consumption and investment purposes. This implies that using GDP makes us grossly 
underestimate East Germany’s, and very certainly also Frankfurt’s, consumption and (gross) investment 
possibilities. Not so nominal GDP in Poland: neither Poland’s, nor the Polish Border Region’s, nor 
Slubice’s households and governments can draw on similarly huge transfers from abroad.13 In Poland, 
nominal GDP (and hence GDP per capita) adequately reflects aggregate consumption and gross investment 
by public and private households (and hence per head).  

23. Second, in order to compare German nominal GDP (given in EUR) with Polish nominal GDP 
(given in Zloty) in any one year we need to convert Zloty into EUR. Alas, the Zloty/EUR market exchange 
rate most certainly does not correspond to relative purchasing power (PPP) – which must be the relevant 
concept, given our interest in disparities in material well-being and investment and consumption 
opportunities. Converted data in Table 6 give a misleading impression of the size of the basket of goods 
and services that can actually be afforded by a Polish household.  

 

Table 7. Prices of selected goods and services, October 2002 

 Price in Frankfurt  
(in EUR) 

Price in Slubice  
(in Zloty) 

Implied PPP 
“exchange rate”  
(= Column 3 / 

Column 2) 
“Non-tradables”    

Man’s haircut 13.0 12.0 0.9 
1 loaf of bread 1.4 1.6 1.1 
1 hectare of agricultural land (approx.) 2 500.0 3 000.0 1.2 
1 ticket for public bus 4.5 6.5 1.4 
6 eggs 0.8 1.9 2.4 
1 litre of milk 0.5 1.6 3.2 

“Tradables”    
Unleaded fuel, 1 litre 1.1 3.3 3.0 

Notes:  

1. Goods compared had “roughly” similar quality;  
2. Land prices are given for Poland and Brandenburg, and are taken from World Bank (2001a, p. 66) and 
 www.agrarrecht.de, respectively;  
3. Polish agricultural products like eggs, milk and bread should indeed classify as non-tradables, given the EU’s protection 
 against agricultural imports from non-EU members and given unpredictable time spent in queuing even for pedestrian 
 cross-border traffic;14  
4. The public bus ticket is for travelling one way from Frankfurt to Küstrin Kietz in the German Border Region, and from 
 Slubice to Kostrzyn in the Polish Border Region.15  

 

24. To illustrate the problem (nothing more), Table 7 supplies EUR and Zloty prices for a number of 
classic non-tradable and tradable items (using data on October 2002 prices), as well as the ratio of each 
item’s two prices. The prices that enter the comparisons are for similar quality, even if the brand name may 
be different. For Table 7’s tradable, this ratio is 3 and hence more or less equals the EUR/Zloty market 
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exchange rate of currently app. 3.9 Zloty per EUR. But for Table 7’s non-tradables this ratio seems closer 
to 1.5, or 1.0 even. Unlike tradables, non-tradables are not three times more expensive on the Polish side 
(measured in Zloty) than on the German side (measured in EUR).16 By implication, the Zloty cost of a 
given consumption mix, consisting of both tradables and non-tradables alike, will not be three times higher 
on the Polish side than its corresponding EUR cost on the German side. Rather, this Zloty cost will merely 
be between 1.5 and 3 times higher. As a “benchmark” we suggest that the Zloty cost is 2.5 times higher, 
but, of course, this “choice” of benchmark really depends on the chosen mix of tradables and 
non-tradables. (Alas, this mix is difficult to assess).17 Under the benchmark, the price level on the Polish 
side is 2.5, not 3, times higher than the price level on the German side. Then we may make three equivalent 
statements. 1) First, from the perspective of purchasing power parity theory the Zloty is undervalued. 
2) Or, second, from the perspective of German Border Region households, one EUR goes further on the 
Polish side than on the German side. 3) Or, third, from the perspective of this section’s cross-border-
comparison, Polish GDP per capita’s purchasing power is under-represented by the numbers given in 
Table 6.18  

25. To arrive at a more adequate cross-border comparison of GDP per capita’s purchasing power we 
make the following two “back-of-the-envelope-corrections”. First, to correct for the role of the 1/3-share of 
West German transfers in East German consumption and investment possibilities, we multiply the German 
Border Region’s GDP per capita by 1.5. This yields EUR 23 880, in 2000. Second, to correct for the role of 
non-tradables in a Lubuskie household’s consumption basket we convert Zloty data using “our” purchasing 
power parity rate of 2.5, rather than the market exchange rate of approximately 4.01 Zloty per EUR. This 
yields EUR 6 360, in 2000. Then, as a rule of thumb, “corrected” average GDP per capita is roughly 
four times higher in the German than in the Polish Border Region. There is substantial inequality along the 
German-Polish border.  

26. Of course, average corrected GDP per capita is not what households can actually dispose of. 
Average household disposable income must be much smaller – after deduction of capital good 
replacement, net investment, indirect and direct taxes, etc. Ideally, also, instead of working with average 
figures we would prefer to observe the distributions of income, or the median incomes at least, in both the 
German and the Polish Border Region. Since none of this is available, we must be content with our concept 
of corrected GDP per capita. This subsection’s key observation – that there is substantial income 
inequality – is sure to still go through, though.19 Moreover, transfers from West Germany notwithstanding, 
income inequality effectively also mirrors inequality in wages.  

 

Table 8. Real GDP per capita (in 1995 prices) 

 1992 1994 1996 1998 2000 2001 
Poland 6 797 7 422 8 383 9 372 10 154 10 552 
Germany 42 447 42 556 43 367 44 810 46 787 47 625 
Note: Data are in billions of national currency units.  

 

Source: IMF. 

 

27. Before turning to the effects of inequality for Border Region household welfare, we briefly 
inquire into whether, possibly, the income disparity may vanish “all by itself”. Maybe there is strong 
convergence between Polish and German incomes anyway, so that any difficulties connected to inequality 
(to be discussed below) gradually disappear? Table 8 illustrates the trend in real GDP for Poland and 
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Germany, where here, given the strong international difference in trends, we do no worry about wrong 
inference from looking at national data instead of more adequate Border region data. Poland’s per capita 
growth between 1992 (admittedly in the midst of transition) and 2001 is 55%; Germany’s is a meagre 12%. 
So per capita growth during the last decade has been much higher in Poland than in Germany. While at 
present, following Western Europe’s recession, growth is not really higher in Poland than in Germany, the 
IMF (2002) predicts Poland’s per capita growth to pick up again in 2003 – whereas Germany’s recovery 
in 2003 is considered “fragile”.20 Nonetheless, complete convergence will require stronger growth in the 
Polish Border Region for many years to come, not just for the next ten or 15 years.21  

Implications of inequality  

28. So households on the Polish side of the border are certainly not as well off as their counterparts 
on the German side, not today and not in the near future. Before we turn to policies, we take a closer look 
at the cross-border inequality’s implication for households’ welfare. Households care about their incomes’ 
purchasing power; and they also care about their income relative to their neighbours’ income. While strong 
inequality between distant households has negligible effects, strong inequality between close neighbours 
should matter much more. Thus, if households on both side of the border care about income inequality, so 
should policy makers. Any evaluation of, and recommendation for, policy must look at income inequality’s 
effects on welfare. Before we turn to these in detail, we stress that many arguments familiar from the 
public discussion of inequality in general (i.e., inequality between countries or regions not necessarily 
close to each other) tend to repeat themselves in the public discussion of inequality between close 
neighbours (i.e. countries or regions adjacent to each other, e.g. border regions). Foremost, income and 
wage inequality may become fraught with charges of “cheap labour” or “wage dumping” whenever the 
high-wage country faces immigration of workers from the low-wage country. Similarly, price differences 
may be interpreted as “unfair competition” whenever imports from cheaper countries substitute for 
domestic production. National governments even may become obsessed with “competitiveness”, fearing 
that other countries’ economic growth must be to their disadvantage. As Krugman (1996) argues, this is 
plainly wrong at the national level. As the growth of the maquiladora-industry on both sides of the 
Mexican-American border illustrates (see Hanson, 1996a, 1996b, and further below), this may be also 
wrong at the level of the individual border region.  

Inequality and wage and price adjustments 

29. By itself, income inequality has no effect on border regions’ prices. But income inequality’s 
interacting with a reduction in market segmentation should have. If income inequality reflects different 
labour incomes, and results in different non-tradables’ prices, less segmentation should bring about 
convergence in wages as well as in non-tradables’ prices.22 Wages on the German side of the border should 
fall whereas wages on the Polish side should rise. This is because firms on the German side, as well as 
workers on the Polish side, will benefit both: Firms on the German side when contracting at a wage lower 
than the initial German wage; Workers on the Polish side when contracting at a wage higher than the initial 
wage on the Polish side. Likewise, income inequality joined by a gradual lifting of the border should drive 
up non-tradables’ prices on the Polish side of the border – while these prices possibly fall on the German 
side.23 Many services traditionally non-tradable between countries gradually cease to be so within border 
regions.24 In the long run, even land may become tradable: If, say, Polish households live on the German 
side of the Oder river and commute back into Slubice for work.25 Naturally, such textbook adjustment will 
only take place if markets are competitive – which currently, of course, they are not. Current German 
labour market regulations effectively prevent any legal regular full-time employment of Polish workers in 
Germany. Similarly, Polish law requires foreigners’ buying land in Poland to apply for permission at the 
Polish Interior Ministry. Not surprisingly, there appear to be very few privately agreed land sales to 
foreign, and hence to German, households.26 Or, current German rules on health care provision make it 
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difficult for Frankfurt households to be treated by a Slubice dentist and get reimbursed by Germany’s 
health insurance scheme (see Schulte, 2001).  

30. Any – real or maybe even only expected – wage and price adjustments induced by income 
inequality must meet resentment by 1) suppliers of labour on the German side of the border as well as 
2) by consumers of inelastically supplied non-tradables on the Polish side. Conversely, these adjustments 
will be welcomed by firms on the German side, and by shop owners and landlords on the Polish side. (In 
an attempt to be sufficiently clear, we emphasize that “adjustments” in response to less market 
segmentation in fact mean “crowding-out” of suppliers of labour with high reservation wages, and of 
non-tradables consumers with low price bids.)27 Anecdotal evidence shows that this simple paradigm may 
indeed have some explanatory power for border region politics, too. Take land, as the single most 
important non-tradable item in the consumer basket, as an example. Following partial collectivisation of 
land in Poland’s West after 1945, there are relatively few private landowners in the Polish Border Region 
who could possibly ever benefit from rising land prices. But there are many public housing tenants, many 
of which may have plans to move into higher quality private sector housing sooner or later. Then resistance 
against permitting German households’ buying Polish housing should be particularly high in Polish border 
regions where the median voter is a tenant, not a landlord.28  

31. Likewise, take labour, as the single most important source of income, as another example. 
Following East Germany’s transition, fewer firms are pitted against rising numbers of employed and 
unemployed workers. Moreover, very typically suppliers of labour are not also owners of border-region 
capital. Then here, too, there must be particularly strong resistance against liberalising market access. 
Jointly, households losing from stronger competition in non-tradables and labour markets knowingly or 
unknowingly impede liberalisation. While not necessarily constituting a majority of households, nor 
co-ordinating their behaviour, nor outspokenly voicing their concerns, they still may succeed. In any case, 
opposition from losers of integration and reform is a prime example of why the border’s permeability 
actually is endogenous, rather than being exogenous.   

Inequality and amenities 

32. Numerous components of the bundle of local infrastructure services are of value to residents in 
both, Slubice and Frankfurt, or even in the wider Border Region. So these are “joint amenities”. Important 
examples include additional upstream sewage plants, air and ground water pollution abatement, extra 
bridges crossing the river Oder, hinterland roads and railway lines far away from but running towards the 
border, larger customs facilities, protection of Oder river related nature reserves, and so forth. These joint 
amenities not just benefit households on both sides of the border. Also, once completed they benefit 
households on both sides of the border irrespective of who has actually paid for them. Unfortunately, in 
these cases temptation looms large to not contribute. Both the German Border Region and the Polish 
Border Region may hope to see the other side provide a joint amenity’s complete funding all by itself.29  

33. To be sure, these are well-known difficulties that affect uncoordinated decision making at any 
boundary between any two adjacent regions. But we argue that these difficulties are compounded by cross-
border region inequality.30 Once both parties to an investment project have unequal income and wealth, it 
will become even more difficult to agree on the adequate cost sharing scheme. Not just is income, or, 
ability to pay, different. Also, benefits from the joint amenity correlate with income and hence will be 
unequally distributed. For instance, low income households without car benefit much less from a new road 
bridge across the river Oder than do rich households with car. Likewise, demand for environmental 
protection exhibits the “normal good property”, i.e., the higher a household’s income, the higher her 
benefit from, and hence demand for, environmental protection. In short, for some joint amenities, 
willingness to pay may simply be too different to permit cross-border agreement. 
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Inequality and property rights 

34. Not just the interaction between inequality and the pitfalls of co-ordinated decision making gives 
a special flavour to border region decisions. Also, note that the perfect coincidence of the border with the 
river Oder makes for a more peculiar type of problem. Given the border region’s experience with floods 
in 1997, both Frankfurt and Slubice have an interest in fortifying their dykes in order to increase their 
residents’ protection against the next high tide. However, one bank’s fortifications become the other bank’s 
weakness, by increasing the river’s pressure on the opposite side. Higher incomes since 1989 have 
permitted investment into stronger, and even concrete-made, dykes along Frankfurt’s city centre; nothing 
similar has happened along Slubice’s city centre.31 Here, for once, one side’s gain really seems to be the 
other side’s loss – that is, unless both sides agree to invest into upstream water basins that could reduce the 
risk of floods. But as discussed above, such agreements suffer from the difficulties of all agreements where 
costly joint amenities are involved. Second, besides protection against future floods road safety must be 
another important property rights issue connected to the income disparity. Expensive, and heavy, cars on 
the border region’s roads make life more dangerous for drivers of light cars (see Frank, 2000). Conversely, 
older cars, by being less likely to be well endowed with breaks and lighting or by being too slow on fast 
roads, make traffic on the border region’s roads more dangerous for drivers of newer cars, or drivers 
generally.  

35. Moreover, economic theory predicts that greater income inequality generates stronger incentives 
to commit, and more opportunities to benefit from, property related crime (for instance, see 
Glaeser/Sacerdote, 1999). To assess this idea’s relevance for Frankfurt-Slubice, it is helpful to cast a 
glance at Frankfurt’s crime statistics. For each type of crime separately we identify the share of 
“non-German suspects” in the total number of suspects. Data used are averages of the years 2000-2001. To 
avoid picking up influences wholly unrelated to the role of the border, we ignore absolute shares. Instead, 
to isolate the role of the border-region income disparity we exclusively focus on how Frankfurt shares 
deviate from Potsdam or Brandenburg shares. We choose Potsdam as one of the two alternative controls 
because Potsdam simply: 1) is of somewhat similar size; 2) exhibits a similarly low share of foreign 
residents in local population; while 3) (being to the West of Berlin) it is far away from the border. 
Deviations are shown in Table 9. A minus sign indicates Frankfurt having a share of foreign suspects lower 
than what is expected from Potsdam’s – non-border – experience.  

 

Table 9. Deviations in the share of foreigners in the total number of suspects, by crime (in percentage points) 

 Frankfurt minus Potsdam Frankfurt minus Brandenburg 
Theft without aggravating circumstances 33.5 30.5 
“Car-related” crimes 19.9 18.8 
Street crimes 16.8 17.0 
Drug offences 7.9 6.4 
Theft under aggravating circumstances 7.8 7.6 
Violent crimes 1.2 4.5 
Offences against personal liberty 0.8 3.7 
Murder and manslaughter 0.0 -7.1 
Offences against sexual self-determination -1.8 2.8 
Notes:  

1. Data are averages for the years 2000-2001.  
2. Frankfurt and Potsdam data refer to “Schutzbereich Frankfurt” and “Schutzbereich Potsdam”.  
3. Crime definitions correspond to those given in BKA. 

 

Source: LKA. 
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36. From the outset we want to be careful about data interpretation. Hence we neglect small 
deviations and only comment on deviations in excess of ten percentage points. Then “theft without 
aggravating circumstances”, “car-related crimes” and “street crimes” appear to attract a significantly higher 
share of foreigners in Frankfurt than in Potsdam. These, indeed, are crimes typically related to disparities 
in income. However, Table 9 does inform neither about these foreign suspects’ nationality nor about their 
residential status: are these foreign suspects really Border Region residents? Or are they only passing 
through Frankfurt (numbers on cross-border-traffic see Table 14 below)? After all, note that a German 
Border Region household’s average income not just is higher than that of a Polish Border Region 
household but also much higher than an average Eastern European household’s income. By not controlling 
for the – unobservable – role of non-local cross-border-traffic, Table 9’s deviations are not likely to reveal 
Border Region households’ behaviour.32 Moreover, note that some property-related crimes, notably “car-
related crimes”, clearly also involve German Border Region, i.e., high-income, households (who claim 
theft has occurred where fraud is intended).33 Finally, to put Frankfurt’s overall crime into perspective we 
emphasise that Frankfurt is certainly no crime-ridden place. This is because Frankfurt also benefits from 
being small. To illustrate the effect of that small town bonus for 2001, note that figures for “street crime” 
in Berlin – with 4 455 cases per 100 000 inhabitants – are much higher than in Frankfurt – with 2 764 cases 
per 100 000 (see BKA and LKA).   

Inequality, status and communication 

37. Cross-border communication can take many forms: individual visits to English language cinema 
on the Polish side or to Polish language theatre on the German side, cross-border shopping, joint sports 
competition, bilingual summer festivals, etc. For example, Frankfurt and Slubice are planning a joint 
celebration of the 750th anniversary of the agglomeration’s founding in 1253. To be sure, not all 
households will participate in these activities. For instance, as Gröppel-Klein (2000) finds from 
interviewing a random sample of Frankfurt citizens, a substantial fraction of interviewees never actually 
crosses the border.34 Moreover, anecdotal evidence suggests that there is “at least some” outright hostility 
towards households from the border’s other side.  

38. Of course, cross-border communication can be difficult. First, its costs include having to 
communicate in a different, or much reduced, language, having to transact in a different legal framework, 
having to exchange currency, possibly even having to suffer from misunderstandings due to different 
norms in everyday life, etc. Moreover, and second, here, too, the cross-border income inequality comes 
into play, by generating differences in status. Frank (2000), for example, gives a detailed account of the 
psychological costs of having to interact with higher income individuals. According to Frank, high income 
households inevitably put lower income households under pressure in their quest for “status”. They can 
give more expensive gifts; they can try to impress with expensive clothing; they can buy faster cars; they 
can afford to spend more time away on exotic vacations; and so forth.35 Polish Border Region households 
may suffer from these, and similar, status effects vis-à-vis German Border Region households. Third, on 
top of these very reasonable costs some households may even be willing to pay for not having to interact 
with households from the other side: against these they are willing to discriminate. Note, though, that such 
discrimination, while easy to presume, is difficult to observe.36  

Inequality, inefficiency, and policy 

The close relationship between inequality and inefficiency  

39. For normative evaluation we sort the previous subsections’ four effects of income inequality into 
two groups. First there are the indirect effects of inequality, transmitted via goods prices and factor prices 
(subsection on inequality and wage and price adjustments).37 Second there are those direct effects of 
inequality on household utility: potential conflicts over who contributes how much to joint 
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amenities (subsection on inequality and amenities) and over property rights (subsection on inequality and 
property rights) as well as sparse communication due to, among other reasons, status effects (subsection on 
inequality, status and communication).38 Between the first group and the second group we draw a line: 
Effects in the first should worry us much less than effects in the second group.  

40. The effects belonging to the first group, while making some households (on one side of the 
border) worse off, at the same time make others (on both sides of the border) better off. In the neoclassical 
paradigm at least, winners’ gains are more than sufficient to offset losers’ losses. So even after losers have 
been compensated, winners can still be better off. In fact everybody could be better off via enhanced labour 
market and goods markets integration. Now, even from the neoclassical perspective such adjustments have 
less to claim for if German firms’ increased profits from lower wages, as well as Polish firms’ and 
landlords’ gains from higher non-tradables and land prices, do not accrue to border region households but 
to households outside the region.39 But roughly this appears to be the relevant scenario: Polish Border 
Region land largely is publicly owned; gains from higher land rent presumably will translate into higher 
bureaucrats’ rents rather than into rising incomes or falling taxes for households.40 Likewise, German 
Border Region capital is not generally held by Border Region households. However, and in an attempt to 
back up the neoclassical paradigm: price adjustments will not only take place in the Border Region. 
Liberalisation of labour market access for Polish households will of course apply to Germany as a whole, 
rather than to the German Border Region alone. Then not just would wages in the German Border Region 
fall; wages in Germany generally would, and so would consumer prices (Ribhegge, 2000). This, in turn, 
should indeed benefit the Border Region - by curing Germany’s unemployment problem and/or by creating 
higher growth.41 Conversely, though, Polish Border Region households stand to suffer unambiguously if 
adjustment of non-tradables’ prices is limited to the Polish Border Region, i.e., if no fall in non-tradables’ 
prices throughout Poland is likely to stimulate overall growth and hence also growth in the Border Region. 
Such adjustment being limited to the Polish Border Region may be particularly relevant for land. We 
conclude that there is no clear case for extra labour market interventions as segmentation becomes less.   

41. We turn to the second group of inequality’s effects. Different as they are, these effects share one 
key characteristic. Activities as withdrawing from agreements on bridge-building and border-region road 
construction, impinging on property rights, status exhibition, sudden overtaking, or clandestine polluting 
occur without the “transaction’s partner”’s consent. (This is in stark contrast to voluntary exchange on 
markets.) The result is plain inefficiency: we predict there to be too few bridges, insufficient road 
construction, excessive property rights violation and status exhibition, as well as too many road accidents 
and too much pollution.42 These are inefficiencies because, in principle, every Border Region households 
could be better off if there were more bridges, more and safer roads, etc. Once more we emphasise the role 
of income inequality here: income inequality either directly generates inefficiencies (e.g., see property 
rights externalities or status effects); or income inequality, more indirectly, interacts with inefficiencies 
pertaining to borders anyway (e.g., see amenity provision). The stronger is inequality, the more 
pronounced are – ceteris paribus – the inefficiencies interacting with it. As the border region exemplifies, 
issues of inequality and efficiency cannot be separated.43  

Policies towards income inequality 

42. Income inequality does burden the Border Region: less by creating extra competition, more by 
generating unilateral, inefficient spillovers. Ceteris paribus, moreover, border regions suffer from stronger 
inefficiencies than ordinary regions. But if inequality will exist for some time to come, then so will 
inefficiencies tied to it. What should the policy response be? Typically, government at a higher level could 
enforce co-operation in, say, building infrastructure, fighting crime, carrying out environmental 
improvements, etc.44 Unfortunately, enforcing co-operation, while simple with respect to regions within 
one country, is particularly challenging with respect to border regions – where few, if any, international 
governments with sufficient powers exist. But then subsidisation of co-operation seems a better choice. 
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Bridges or customs terminals could be subsidized (see “joint amenities”). Likewise, joint cultural or leisure 
activities could be subsidised in order to allow households from both sides of the border to meet on an 
equal footing, uninhibited by inequality in income (see “status effects”). 

43. Incidentally, subsidisation actually is what has happened. EU funding on both sides of the border, 
via EU financed INTERREG on the German side and EU financed PHARE CBC on the Polish side, could 
be interpreted as subsidisation of Border Region co-operation by a higher level of government – if projects 
funded are meant to improve joint amenities (as in the subsection on inequality and amenities), to secure 
property rights (subsection on inequality and property rights) or to reduce inequality in status (subsection 
on inequality, status and communication). The following section will discuss four selected policy fields: 
1) labour markets; 2) transport infrastructure; 3) education; and 4) fiscal federalism (where our focus is on 
labour markets). For each of these fields we will be interested in the role of Border Region policy: can 
policy improve welfare? If so, do Border Region local governments dispose of the suitable instruments for 
intervention? Our overall presumption of course is that “more integration” means “higher welfare”. 
Nevertheless, throughout later sections we shall draw on the categories developed in this section. Thereby, 
our policies discussion can draw on a uniform framework, rather than having to infer ad hoc policy 
prescriptions from ad hoc criteria.  

Specific policy fields 

44. Each policy field’s discussion consists of three subsections (except for the last field which 
exclusively deals with policy). The first subsection displays evidence on “basic outcomes”; the second 
gives an account of policies chosen by non-Border-Region-governments but nevertheless impacting on 
Border Region households’ welfare (“Border Region Policies”) – where, to be sure, the first subsection’s 
basic outcomes also reflect these policies; finally, and within the first two subsections’ confines, the 
third subsection considers policy choices open to Border Region governments (“Policies by the Border 
Region”). 

Labour markets 

Basic outcomes  

45. Both Border Region labour markets are characterised by high unemployment; there would be 
even higher unemployment if unemployment would be hidden less by either official statistics or active 
labour market policy; and there is strong segmentation between the two markets. These, in a nutshell, are 
the three key stylised facts on Border Region labour markets. First, Table 10 gives unemployment rates for 
both the Polish and the German Border Region. These, by approaching 19% in 2001, appear to be quite 
high. Trends differ, though. Unemployment in the German Border Region has been hovering around 19% 
since 1997. But high unemployment in the Polish Border Region is a more recent phenomenon. Of course, 
the current level not just reflects the long run growth trend, but also the current (i.e., 2002) recession as 
well as a redefinition of the unemployment rate. In any case, it is not official unemployment figures that 
should make us concerned about the Border Region’s labour markets.45 Rather, it is low, and even falling, 
employment levels that should make us concerned (Table 11).  
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Table 10. Unemployment rate (in %) 

 1993 1995 1997 1999 2000 
Slubice      
Frankfurt 14.4 14.5 19.7 20.0 18.8 
Polish Border Region 21.2 19.9 13.0 15.2 19.5 
German Border Region 14.3 15.3 19.2 18.9 17.4 
Note: Notice that data are not perfectly compatible, given international differences in the unemployment rate’s definition.  

 

Source: PRS, LDS BB, SB. Data as of 31 December. 

 

Table 11. Employment 

 1993 1995 1997 1999 2000 
Slubice 4 806 5 223 5 392 4 622 3 615 
Frankfurt 41 235 39 196 35 966 33 947 33 256 
Polish Border Region 38 705 42 663 45 530 42 067 37 810 
German Border Region 153 276 155 887 145 044 142 024 142 626 
Lubuskie n/a n/a n/a 225 323 205 843 
Brandenburg 905 257 907 797 843 018 823 467 819 780 
Notes: Polish data as well as German data exclude the self-employed. (In Poland self-employed constitute a large fraction of the 
labour force; see OECD, 2002). German data also exclude a fraction of civil servants (i.e., “Beamte”).  

 

Source: PRS, LDS BB. Data as of December 31st. 

 

46. In East Germany, and also in the German Border Region, many unemployed have begun to 
receive old-age pensions when turning 55 or less. Next, many unemployed are “hidden” in retraining; and 
many unemployed are “employed” in active labour market employment schemes. In the Polish Border 
Region, similarly, many unemployed are “hidden” in agriculture. According to the World Bank (2001b, 
p. 34), “displaced workers …in many instances … have returned to rural areas, seeking self-employment in 
agriculture and other forms of informal labour contracts”. We conclude that estimates for the share of those 
willing to work in the labour force should presumably be much nearer to 30%, rather than equalling the 
official 19% – in both of the Border Region’s halves. Third, and finally, we turn to labour market 
segmentation, being the third stylised fact. As Table 12 documents by showing “equilibrium” data, the 
German Border Region’s labour market is virtually impenetrable. In no sector does the share of foreign 
workers in the total number of workers exceed 5%.46  
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Table 12. Share of foreigners in employment, by sector (in %) 

 Frankfurt Brandenburg 
Agriculture 2.0 1.1 
Manufacturing, Resource Extraction, Energy 1.0 1.1 
Construction 1.0 1.0 
Catering, Tourism 4.9 5.6 
Producer Services 3.1 1.3 
Services 1.4 1.0 
Total 1.1 1.0 
Notes:  

1. Not included are self-employed and a fraction of civil servants (“Beamte”).  
2. Sectors are “Wirtschaftsabschnitte” as defined by LDS BB.  
3. Sectors not included are those with foreigner shares falling even short of 1 percent: the public sector, communication and 
 transport, banking and financial services.  

 

Source: LDS BB.  

 

47. To be sure, Frankfurt’s labour market is no exception to Brandenburg’s, or East Germany’s 
labour market. Following legislation at the national level, employment of non-EU nationals, and hence of 
Polish citizens, is subject to strict regulation.47 A Polish citizen who is offered a job by a German employer 
will need to seek permission (i.e., “Arbeitserlaubnis”) by the local labour office. Permission, however, will 
only be granted if: 1) this match is “not to the disadvantage of the local labour market”; 2) if there are no 
German workers with similar qualification while unemployed and willing to work, and if 3) the wage paid 
to the foreign worker does not fall below the going wage paid for German workers with similar 
qualification. We emphasise that all three requirements have to be met. No wonder, then, that jointly these 
requirements successfully protect the German Border Region’s labour market against (legal) competition 
from the border’s other side. For the sake of completeness, we add that German workers applying for a job 
in the Polish Border Region also need to ask for permission. These, to be sure, should be few. According to 
Investor Center Ostbrandenburg (1999), in 1998 there were merely 37 German citizens working in the 
Polish Border Region.  

Border region policies 

48. We discuss policies at the national and EU level that pertain to the Border Region’s labour 
market. First, note that high Border Region unemployment has a number of causes that cannot be fixed at 
the Border Region level but instead must be addressed at the national level. It is instructive to consult the 
World Bank (2001b)’s explanations of why unemployment has risen strongly in Poland over the last years. 
Besides the current recession’s impact, these are 1) unemployment traps: high marginal tax rates connected 
to switching to urban jobs have made rural unemployment relatively more attractive for those already 
unemployed; 2) educational mismatch: households do not possess, nor currently acquire, the skills that are 
sought after by emerging private sector employers; 3) spatial mismatch: although wage growth and 
unemployment is very different across voivodships, labour mobility is low due to rigid housing markets 
and sectoral variation in Social Security contribution rates (see below); and 4) quantity rationing: wages for 
unskilled labour are above market-clearing levels. Clearly these are all-too-familiar explanations of 
unemployment. More clearly, even, most of these causes of high unemployment are not subject to decision 
making in Gorzów or even Slubice – with educational mismatch the only exception. Then they must be 
cured by national decision making. Similarly, understanding the causes of high unemployment in the 
German Border Region comes from understanding the causes of high unemployment in East Germany 
more generally. Current active labour market policies are questionable for East Germany as a whole, not 
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just for the Border Region; or, the institutional design of local government finance creates disincentives 
throughout East Germany, not just in the Border Region, etc. In sum, we emphasise that improved policies 
at the national level would also lead to better outcomes at the Border Region level.  

49. Next, and second, not just are many labour market parameters set at the national level. Also, 
maybe even more important parameters will soon be reset at the next higher level, by the EU’s decision on 
admitting Poland as a member country. Complete liberalisation of German Border Region labour market 
access is due with the complete lifting of labour mobility restrictions for joining EU members’ citizens. 
Fairly soon this will lead to much less labour market segmentation. Integrated labour markets may give rise 
to welfare improvements for German Border Region households – if liberalisation not just reduces local 
wages, and increases profits for non-Border Region households, but also contributes to reducing wages and 
lower unemployment in Germany as a whole, such that subsequent higher growth in Germany could spill 
over to the German Border Region, too.48 In that view, the indirect effect’s stimulus may eventually offset 
the direct effect of more intense competition in the German Border Region’s labour market. Estimates on 
future labour migration from Poland to Germany range from “low” (e.g., see DIW, 2000) to “high” 
(e.g., see Sinn, 2002). Similarly, estimates for subsequent commuting from the Polish Border Region to 
work in the German Border Region vary considerably, too. According to some local policy makers, the 
German Border Region will be “swamped” by “cheap labour” whereas, following Ribhegge (1998, p. 27), 
those who enter German labour markets will not be particularly drawn to the German Border Region. 
Rather, in view of the Border Region’s high unemployment rate there would be relatively few short-
distance commuters; instead, most migrants, or long-distance commuters, would attempt to enter West 
German labour markets – given West German agglomerations’ consistently lower unemployment rates and 
higher wages. This must be the more adequate view: migrants do not simply add to the existing stock of 
unemployed but rather take unemployment into account when deciding on where to migrate.49  

50. So the impact of Poland’s EU accession on the Border Region’s two labour markets is difficult to 
assess. Instead of presenting, say, the predictions by DIW (2000) – which are partly based upon the 
experiences of migration behaviour of Spanish and Portuguese households after Spain’s and Portugal’s EU 
accession – we suggest a somewhat different approach. Rather than, say, learning from Spain’s 
international migration following EU accession we propose learning from Poland’s inter-regional 
migration before EU accession. This has three advantages: 1) we “control” for unobservable characteristics 
connected to a transition economy’s households; 2) we nonetheless are able to observe migratory 
behaviour in an economy characterised by strong variation in regional labour market attractiveness (after 
all, according to OECD, 2002, and World Bank, 2001a, 2001b, there is considerable variation in 
unemployment rate and wages across Poland’s voivodships)50; 3) finally, we effectively arrive at an “upper 
bound” for migration: if inter-regional migration within Poland turns out to be low even though there are 
strong differences in regional labour markets’ attractiveness and even though there are no language 
barriers, then international migration must be even lower, given the additional costs to international 
migration. Now, inter-regional migration within Poland is low; there practically is no inter-voivodship 
migration. Explanations in the literature are twofold. First, there is considerable mismatch in qualifications. 
Rural workers and farmers simply do not enter Poland’s urban labour markets because they lack the skills 
demanded by a restructuring economy. But second, interregional mobility is also low because farmers 
receive higher old-age benefits. Self-employed farmers pay approximately one-sixth of the contribution 
rates applied to households employed in the formal, non-agricultural sector.51 For prediction purposes, 
these observations by themselves do not suggest overwhelming emigration to Western Europe, let alone to 
the German Border Region.  
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Table 13. Average monthly gross wage in manufacturing (in EUR) 

 1999 2000 2001 
Lubuskie 353 400 448 
Brandenburg 1 773 1 825 1 855 
Poland   578 
Germany   2 353 
Note: Zloty data have been converted using market exchange rates given in Table 15.  

 

Source: SB, LDS BB, GUS, Biuletyn Statystyczny, and RWSL. 

 

51. There is one important caveat, though. Migrants not just take into account wages and 
unemployment rates at where they migrate to and where they come from (see Table 13 for wages in 
manufacturing for different locations/regions); as rational decision makers, they also look at the welfare 
benefits to which they may be entitled when unemployed. As Sinn (2002) forcefully argues, starkly 
divergent benefit levels will distort households’ migration decisions. Some households may decide to 
migrate not simply because of higher wages, and hence higher productivity at destination, but rather 
because of higher expected income. Now, welfare benefits (in absolute terms) do indeed differ strongly 
between Poland and Germany because basically welfare benefits are tied to net wages. Depending on the 
design chosen for eligibility for welfare, EU accession may create incentives for some households towards 
leaving employment in Poland for unemployment in Germany.52 In that sense, welfare benefits may distort 
migration decisions. In this paper, this only is relevant inasmuch the German Border Region may suffer 
from a “fiscal spillover”. Under the current system welfare payments are tied to residence (i.e., reflecting a 
“residence country principle”). Under future EU non-discrimination rules, some Polish Border Region 
households may be seduced to move just a little West solely for the purpose of being able to claim welfare 
benefits in the German Border Region – benefits that are well above Polish Border Region wages. Given 
that welfare is local, not Bundesland or federal, responsibility, such migration’s fiscal effects would be felt 
most in, and exclusively would have to be shouldered by, the German Border Region’s cities.53  

Policies by the border region 

52. The previous subsection illustrates important policy choices made for, but not by, the Border 
Region. Here we briefly turn to policies open to Border Region policy makers. Obviously, local 
governments on the German side of the border may lobby for restricted labor market access for Polish 
workers for even longer than access will be restricted to EU labour markets generally.54 Or, in the past 
local governments on both sides have lobbied for “peripheral-region-privileges”. On the Polish side, 
Slubice and Kostrzyn have been permitted to set up a joint “special economic zone”, where foreign direct 
investors or domestic firms with significant job creation benefit from corporate tax relief and subsidised 
infrastructure (see Ribhegge/Teepe, 1998). On the German side, construction of a new production plant for 
microchip technology in Frankfurt is currently receiving heavy subsidies; a steel mill in Eisenhüttenstadt 
further South has been a large recipient of subsidies in the past. Certainly Border Region lobbying must 
make sense, especially since all other border or non-border regions lobby, too.55  

53. From the Border Region’s perspective, the more grants, subsidies, and funding for active labour 
market policy from higher level governments, the better – so one might think. However, one may also 
wonder whether all grants and subsidies and funding are really equally worthy, in view of the cost of 
lobbying and in view of these funds’ varying effectiveness in creating jobs – not to mention these funds’ 
opportunity costs. Moreover, in increasing local “reservation utility” these funds may also simply 
contribute to postponing adjustments due anyway, e.g., by keeping public sector employment excessively 
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high, by relieving policy makers’ of having to look for alternative policies, and by reducing the local 
public’s willingness to accept any such alternative policies. Next, attracting investors in certain preferred 
industries (in the Slubice-Kostrzyn processing zone), as well as subsidising microchip technology (in 
Frankfurt) closely resemble industrial policy. All familiar doubts about these policies’ effectiveness must 
apply, then. Finally, interim regulations for the German Border Region’s labour market resemble infant 
industry arguments. Then familiar doubts apply again: interim regulations, while meant to facilitate 
transition, are well known to only delay or, worse even, aggravate transition. To make this point more 
specific: if younger people’s leaving the German Border Region continues, and should younger people’s 
emigration from the rural parts of the Polish Border Region take off in the near future (as predicted by 
Deichmann/Henderson (2000) and World Bank (2000a), then the Border Region will be left with an older 
population – i.e., a population certainly less willing to accept, or even willing to embrace, change. It must 
be true, then: alternative policies feasible today but postponed until tomorrow may be policy options lost 
altogether. 

54. What are the labour market policy choices open to Border Region local governments – lobbying 
apart? First, according to Deichmann/Henderson (2000) and World Bank (2001a) in the Polish Border 
Region there actually should be much more migration from rural areas into larger cities; too many 
households still live in rural areas or small towns where no labour market policy nor any foreign direct 
investor will ever be able to replace the jobs permanently lost in agriculture. Rural areas are too densely 
populated; urban areas are not densely populated enough to benefit from agglomeration and localisation 
economies so important according to the New Economic Geography (Fujita/Krugman/Venables, 1999). In 
this case successful labour market policy in the Polish Border Region may simply consist of providing 
incentives to (particularly the younger) unemployed to move away, i.e. to Poznan or to other 
agglomerations with strong job creation. Second, the Border Region’s halves are adjacent to more vibrant 
urban labour markets. Poznan to the East, and Berlin to the West, provide better opportunities for those 
who have “urban” qualifications. Mobility must be an issue, via making commuting easier through 
investments into larger park and ride facilities, via introducing non-stop, more frequent, and faster buses 
and trains running from, say, Slubice to Gorzów, from Gorzów to Poznan, etc.56 Third, ultimately better 
employment prospects in the Border Region hinge on a multitude of small-scale policies, few of which 
require as massive funding from higher level governments as industrial policy and current regional policy 
support do. Hence they deserve no further delay. Suggestions are numerous.  

55. We insist on the fact that their being obvious does not make them less promising. The four most 
prominent of them are: 1) language abilities: few high-school students on the Polish side really speak 
German, clearly even fewer German high school students really speak Polish (see section on learning and 
knowledge transfer). Presumably few investments would have a similar return as hiring extra teachers 
offering optional, or eventually perhaps even compulsory, classes in the respective neighbour’s language in 
all, not just in selected, high schools; 2) “asymmetric information”: consumer goods’ product quality, the 
legal system, informal rules, etc., require either experience or explanation. Local governments should set 
up agencies that provide reliable, substantial, and costless advice on these institutions, maintain a website 
collecting translated legal texts downloadable as *pdf files, links to services specialised on advising, etc.57 
As Werner (1993) illustrates, increasing integration generates a host of legal issues in daily interaction, 
ranging from double taxation of wage income and corporate profits, transferability of social security 
claims, eligibility for active labour market policies, international bank transfer, insurance policies’ 
geographical reach, eligibility for medical treatment, involvement in law suits or road accidents, etc. 
Consulting on cross-border issues does not precede Poland’s EU accession; rather, with Poland’s EU 
accession, demand for information on these issues is bound to most sharply increase, if the French-
German, or Belgian-German, or Dutch-German border region experience is anything to go by;58 
3) “government websites”: quick browsing through different web sites quickly demonstrates an 
astonishingly broad variation in quality. Many web sites could be much better; 4) “twin plants”: 
encouraging cross-border division of labour need not literally take the form of suggesting twin plants to 
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generate profits. West German firms form “twin plants” with Eastern European firms without being close. 
In any case, small scale policies can afford to be experiments, not least because they are cheap. Whether 
they ultimately lead to employment growth must be established by implementing them now.  

Transport infrastructure  

Basic outcomes  

56. For clarity we distinguish between three types of motorized traffic: 1) local-cross-border traffic; 
2) non-local cross-border traffic; and 3) local-non-cross-border traffic. The first type of traffic is cross-
border and either originates, or ends, or originates and ends, in the Border Region, e.g., a car travelling 
from Slubice and driving to Frankfurt. The second type is cross-border and neither originates nor ends in 
the Border Region, e.g., a truck travelling from Berlin to Minsk. Finally, the third type of traffic both 
originates and ends either in the German Border Region or in the Polish Border Region, e.g., a truck 
driving from Slubice to Gorzów, or from Eisenhüttenstadt to Frankfurt. Then the following statements 
apply. First, 2) rivals 1). Neither in Frankfurt-Slubice nor at the highway border crossing in Swiecko is 
there any privileged access to customs for local cross-border traffic, say, via reserved lanes. Second, 2) not 
just rivals 1), but in fact dominates 1) and 3): there is (partial) crowding out.59 The more non-local cross-
border traffic there is, the less may locals dare come in its way. As any casual observer understands, 
weekend congestion on the highway connecting Frankfurt to Berlin (technically referred to as A12) may 
stretch from the Polish-German border up to Berlin. Vehicles involved in local non-cross-border traffic, 
with no intention of crossing the border but nonetheless on its way towards some destination close to it, as 
well as local cross-border traffic have to reckon with getting caught up in highway congestion, 
occasionally for 12 hours or more. And finally, “very local” urban traffic in Frankfurt as well as in Slubice 
suffers from similar, if not as severe, crowding on Friday afternoons and Saturday mornings (Frankfurt), as 
well as Sunday afternoons and Sunday evenings (Slubice).60  

 

Table 14. Motorised cross-border traffic (in thousands) 

 Swiecko: trucks Swiecko: cars Frankfurt-Slubice: cars 
 In Out In Out In Out 
1995 295 242 2 065 2 155 2 148 2 520 
1996 373 405 2 790 2 540 2 169 2 618 
1997 424 478 2 470 2 380 1 989 2 410 
1998 398 474 2 659 2 757 2 224 2 618 
1999 439 499 2 360 2 486 2 344 2 609 
2000 501 530 1 625 1 661 2 204 2 411 
Source: HZA. 

 

57. The following comments are in order. First, even if cross-border traffic flow at times may be 
small, what matters to any local’s decision is cross-border traffic’s predictability. Not just “just in time” 
logistics, but simple appointments, too, depend on being able to precisely predict cross-border traffic.61 
Such predictions absent, keeping an appointment typically amounts to a costly arriving too early. Second, 
we stress that bottleneck congestion is not caused by lacking road capacity but, rather, by insufficient and 
understaffed customs facilities. But then road congestion will not relent until border controls go or customs 
staff numbers increase. Third, crowding not just affects those caught in it; crowding also imposes costs on 
those who subsequently substitute slow and less frequented roads for the faster, but heavily frequented 
routes. Also, it imposes costs on those living along these transit routes wherever transit is not via 
highways, either because no highway exists or because traffic substitutes local roads for existing highways. 
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The latter difficulty clearly applies to Frankfurt-Slubice. According to Table 14, cross-border car traffic is 
almost twice as large in Frankfurt-Slubice than at the highway border crossing at Swiecko, close to 
Frankfurt-Slubice. The former difficulty just as clearly applies to transit traffic passing through the Polish 
Border Region, where few road sections are of highway standard (see OECD, 2002). Fourth, occasional 
congestion even affects pedestrians crossing from Slubice into Frankfurt and vice versa, who have to 
reckon with possibly considerable waiting times of 20 or 30 minutes, or more. Fifth, we add that otherwise 
no serious crowding affects local non-cross-border traffic. This, of course, is a reflex of low, and in some 
places even falling, population density (see Tables 2 and 3), as well as of substantial under-employment 
(see Table 10). In sum, local cross-border traffic and hence Border Region households’ welfare indeed 
suffer from being exposed to non-local cross-border traffic. For this simple reason alone must local cross-
border-communication be less than optimal; must within-Border Region trade be less than efficient; must 
local cross-border tourism be inefficiently low, etc.62 It is simple enough: insufficient social and economic 
within-Border Region integration in part is due to non-local cross-border traffic. 

Border region policies 

58. Since 1990 cross-border road infrastructure has improved in at least three key ways. First, 
the A12, as the highway connecting Berlin’s periphery with the border, and branching off at various 
intersections into the German Border Region, has almost completely been overhauled, and broadened, 
during recent years. Second, customs facilities’ capacity at Swiecko has been greatly expanded. And third, 
the old bridge connecting Frankfurt with Slubice has been replaced by a new bridge. Unfortunately, still, 
the Border Region’s highway, once it has crossed the Oder to become Poland’s A2, soon ceases to be 
four-lane and subsequently transforms into a mostly two-lane road with only few bypasses. While 
connecting Swiecko with Poznan is a key element in Poland’s future highway network, alas, work has not 
started yet. According to World Bank (2002, p. B/8), construction of the A2’s section from Swiecko to 
Nowy Tomysl (120 km inland) is scheduled to begin only in 2005 and to last up until 2009. So currently 
the only major road infrastructure improvements are underway on the German side of the border. Most 
importantly, the future “Oder-Lausitz-Trasse” will with completion offer a largely three-lane North-South 
connection between Senftenberg, in the South of Brandenburg, and Schwedt, in the North of Brandenburg 
and also bordering on Poland. Eventually the Oder-Lausitz-Trasse will permit vehicles travelling from 
South to North or vice versa to completely bypass Frankfurt’s city centre. This indeed will relieve 
Frankfurt of current local-non-cross-border traffic, and it will make for faster North-South traffic, too. 
Moreover, an extra Oder-spanning bridge is planned at either the Northern (Slubice’s preference) or 
Southern periphery (Frankfurt’s favourite) of Frankfurt–Slubice. Finally, following 
Frankfurt (Oder) (2002), Frankfurt and Slubice currently consider introducing a bus, or even tram, 
connecting Frankfurt’s railway station with Slubice’s regional bus terminal.63  

Policies by the border region 

59. However, we doubt that, with the exception of the “Oder-Lausitz-Trasse” and of the Frankfurt-
Slubice bus/tram, past and future infrastructure projects discussed above really make Border Region 
households better off – as long as border controls persist, as long as customs and border control personnel 
is understaffed, and as long as customs and border control procedures are inefficient.64 From the 
perspective of this small and heavily frequented region, any improvement in road infrastructure in or 
around Frankfurt-Slubice-Swiecko will simply attract extra non-local cross-border traffic. Non-local cross-
border traffic currently passing through, say, Gubin-Guben (further South) or Kostrzyn-Küstrin-Kietz 
(further North), will merely switch to increasingly attractive Frankfurt-Slubice or Swiecko. In this setup, 
local cross-border traffic will only improve as border and customs controls relax or as one border crossing 
lane in each direction gets reserved for local cross-border traffic. While suggested numerous times before, 
this latter idea just as many times has been rejected by federal authorities on the grounds of introducing 
discrimination against non-local cross-border traffic. However: if such discrimination is only introduced at 
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one particular border crossing then average waiting times for non-local cross-border traffic will not 
increase. A trend towards longer queuing in, say, Swiecko will simply result in arbitrage between different 
border crossings – in particular given that the future “Oder-Lausitz-Trasse” will facilitate switching from 
one border crossing to another. In “equilibrium”, average waiting time for non-local cross-border traffic 
will not change, while local cross-border traffic unambiguously gains. Next, consider the case where 
discrimination against non-local cross-border traffic is uniformly introduced at every border crossing along 
the German-Polish border. Then average waiting times increase at every checkpoint, thereby indeed 
crowding out some of the non-local cross-border traffic. But note that taxing non-local cross-border traffic 
for imposing costs on Border Region households, i.e. “road pricing”, would have done the same.65 From an 
economics perspective, there may be a sound economic case for discrimination after all. From a legal 
perspective, Investor Center Ostbrandenburg (1999) argues that similar discrimination has occurred before 
at the Austrian–Bavarian border, and that – given this precedent – legal difficulties must be 
surmountable.66 Finally, from a welfare perspective privileged border crossing access for local traffic may 
be more effective in creating jobs than many of the more immediate and expensive labour market 
interventions mentioned above.  

Learning and knowledge transfer 

Basic outcomes 

60. Cross-border learning and knowledge transfer are tied to interaction. As detailed throughout the 
previous sections, interaction is inefficiently low. Knowledge spillovers tied to cross-border border region 
trade should not be expected to be “large” – simply because there are few Border Region firms trading 
with each other. Nor are there many joint ventures where partners could learn from each other. Also, the 
Border Region is no centre of research or development, nor of higher level education. First, R&D activities 
correlate with output. Since not just per capita output, but also output, is low, we do not expect to see 
strong employment in, nor large expenditures on, R&D. Nevertheless, we note that Frankfurt has a science 
park (Technologiepark Ostbrandenburg) as well as the Institute for Semiconductor Physics (Institut für 
Halbleiterphysik), with, after all, approximately 200 staff. Second, given low overall R&D, R&D 
spillovers, or even R&D cross-border spillovers should be much less prominent yet. Maybe surprisingly, 
the German Border Region is also no centre for learning Polish; nor is the Polish Border Region a centre 
for learning German. To illustrate, in the German Border Region there are merely five high schools that 
offer Polish language as part of the leaving certificate (Abitur). More generally, expertise on Polish 
language, Polish culture, Polish politics, etc., is more likely to be found elsewhere in Germany than in the 
German Border Region. A similar reasoning holds for the geographical distribution of expertise on 
Germany in Poland.  

Border region policies  

61. The prime example of cross-border co-operation in education are European University Viadrina 
and – smaller – Collegium Polonicum. The former supplies third-level education to mainly Polish and 
German students; while the latter focuses on courses at Master’s or MBA level for international students 
and on courses for Polish students wishing to acquire not just a German degree, but also the corresponding 
Polish degree in their field.67 While many nationalities are represented at European University Viadrina, 
German and Polish students represent over 80% of all students. Unfortunately, there is not much 
information on graduates’ first labour market. We do not know whether Polish graduates from Europa-
Universität Viadrina go back to “transfer knowledge” to Poland. Anecdotal evidence suggests that in fact 
there may be substantial brain drain. Many Polish, or Eastern European, graduates do try to earn high 
wages in EU countries instead of returning home. In any case, both institutions do not seem to supply their 
graduates to the Border Region proper. Partly, this must be due to lacking local demand for graduates in 
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fields as economics, business, history, political science, or law. Partly, this must also be the result of 
graduates’ being drawn to more attractive labour markets elsewhere.  

Cross border governments 

Border region policies 

62. Providing amenities and securing property rights is harder at the boundary between any two 
(non-country) jurisdictions than within either of these two jurisdictions. Then co-operation between the 
two jurisdictions must be enforced by the next-higher tier of government. Next, providing joint amenities 
(subsection on inequality and amenities) and securing property rights (subsection on inequality and 
property rights) is even more difficult at the boundary between any two countries – where no higher tier of 
government exists; to this add the inefficiencies connected to inadequate cross-border 
communication (subsection on inequality, status and communication). However, providing joint amenities 
as well as protecting property rights becomes particularly challenging as income inequality enters the 
picture – as is the case with this paper’s Border Region (sections on implications of inequality and 
inequality, inefficiency and policy).  

63. One central cross-border institution certainly is the European Union (EU): while (not yet) a 
supranational government to Poland and Germany, the EU’s subsidies can nevertheless stimulate 
co-operation and hence help cure existing inefficiencies. Luckily, it seems, INTERREG on the German 
side and PHARE CBC on the Polish side of the border provide funding for improving Border Region joint 
amenities, for fostering co-operation on property rights issues, and for greater communication among 
Border Region households. Ironically, however, co-ordination between INTERREG and PHARE CBC is 
poor. This has long been known, and has also been addressed in EU (2000, p. 7) – unfortunately with no 
clear change of regime.68 INTERREG funding exclusively has to be invested on the German side of the 
border; while PHARE CBC funding must be for investment on the Polish side. To these cross-border 
co-ordination problems, within-country co-ordination problems must be added: not just one level of the 
federal state, but instead almost all levels appear to be involved in application for, and implementation of, 
EU funded projects, i.e., not just Frankfurt’s local government, but also the regional government of 
Brandenburg, as well as federal government. Unsurprisingly decision making on INTERREG spending is 
extremely complex. In short, the EU programmes’ specific design on the one hand and their larger 
intention on the other hand are at cross-purposes. We must doubt that EU subsidies are as effective as they 
could be.69 While certainly not reducing Border Region households’ welfare, these subsidies’ contributions 
are not as fruitful as they possibly could be.70  

Policies by the border region  

64. At the Border Region level, next, “Euroregion” Pro Europa Viadrina may appear as another 
cross-border institution. After all, a committee set up by Pro Europa Viadrina plays a role in deciding on 
which projects INTERREG funds are spent.71 Also, this is where truly bi-national administrative bodies, 
such as the committee above, exist. In fact, though, decisions on INTERREG funds have to be largely 
co-ordinated with, and co-funded by, the government of Bundesland Brandenburg. No true cross-border 
jurisdiction is emerging here.  

65. Rather, cross-border co-operation mainly is between existing governments on the Polish and 
German side. Then these governments’ design must be important, by affecting local governments’ 
incentives to co-operate; so must be these governments’ funds by determining what can be spent on joint 
investments. On both sides, the institutional design of government must seem encouraging. On the one 
hand, Poland has just recently reformed its previously unitary setup. For instance, instead of central 
government appointed officials, regional representatives at the voivodship tier (called Sejmiki) are elected 
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in regional elections and have budgets as well as responsibilities of their own. More precisely, with 
voivodship reform, as Levitas (1999) notes, Sejmiki “... were given a fair amount of responsibility for 
regional development, but extremely limited resources. Sejmiki were empowered to draw up and 
implement regional development plans and to represent themselves directly in discussions with their 
European counterparts and the EU...” (p. 38). From the German Border Region’s perspective, it should 
become increasingly more likely that negotiations are with much closer Lubuskie government rather than 
with distant central government in Warsaw. Germany, on the other hand, is a federal country with a multi-
layered system of jurisdictions. Regional and local governments, as the government of Bundesland 
Brandenburg or as the local government of Frankfurt, have a well-defined set of responsibilities as well as 
predictable funding. However, also note that numerous authors criticise German federalism for being, 
inter alia, overly redistributive, and for relying too often and too much on matching grants rather than 
block grants.  

Conclusions 

66. In some respects, the Polish-German border region may seem like other, e.g. intra-EU, border 
regions, too. For example, “bottleneck” and “triggerneck” traffic imposes noise, extra congestion, and 
extra loss in safety on households living along transit routes, and on local non-cross-border traffic in border 
cities (as discussed in section on transport infrastructure). Or, different languages, different legal systems, 
different social norms, or different currencies impose costs on those wanting to engage in mutually 
beneficial exchange with households from the border’s other side. However, in two fundamental respects 
the Polish-German border indeed is different from intra-EU border regions. First, households in and 
around Frankfurt (Oder) and Slubice suffer from welfare losses connected to strong income inequality 
(subsection on standard of living). Specifically, these are: welfare losses due to market segmentation 
(subsection on inequality and wage and price adjustments), to insufficient protection of property rights 
(subsection on inequality and property rights), and to richer households’ excessive investment into status 
(subsection on inequality, status and communication). Moreover, and second, strong income inequality 
compounds those difficulties connected to joint amenity provision that are well-known to exist at 
jurisdictional boundaries anyway (subsection on inequality and wage and price adjustments and section on 
transport infrastructure).  

67. Thus there is a case for subsidising border region local governments. There should be subsidies to 
encourage cross-border co-operation, in fields as diverse as road and business infrastructure, property 
rights protection, cultural activities, etc. (subsection on policies towards income inequality). (Only, the 
current design of how the state of Brandenburg, how Germany’s federal government, and how the EU 
subsidise the Border Region is very unsatisfactory. How can we expect rational behaviour at the Border 
Region level if incentives set by Bundesland and federal matching grants as well as EU funding procedures 
in fact call for rent-seeking behaviour and waste of resources (section on cross border governments)? 
Moreover, there is a case for protecting Border Region households against the costs imposed by transit 
cross-border traffic. Such protection could either take the form of directly charging cross-border traffic 
with a “road price”. Alternatively, and somewhat more realistically, protection could be through 
1) reserving one lane in each direction for cross-border traffic as well as through 2) subsidising bypass 
construction along transit routes (section on transport infrastructure). 

68. So much on the implications of the view that “borders are exogenous”, mentioned in the 
introduction. Contrast this with the view that “borders are endogenous”, also mentioned in the introduction 
(section on methodology). Numerous examples in the text have shown that Border Region households, or 
sub-groups thereof, themselves contribute to making the border less permeable. When recommending 
policies for border regions, we should be very careful not to just suggest compensating local governments 
for some handicap that is not exogenous, but actually self-imposed. In that latter case, we would actually 
expose Border Region local governments to moral hazard. Local governments may be tempted to block 
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further integration, knowing that the resulting costs and lack in future development will simply be traced 
back to the purported disadvantages of being located on the border, rather than to their own shortcomings. 
Hence, they would be able to claim subsidies that effectively reward them for their own inertia. 

69. Examples of self-imposed handicaps are: 1) taxi drivers lobbying against the cross-border bus 
that would make life much easier for many pedestrians and that would boost business and cross-border 
shopping; 2) German workers lobbying against labour market access for Polish workers that would 
enhance German Border Region firms’ rentability; 3) future Polish buyers, or net buyers, of housing or 
land lobbying against lifting discrimination against foreign buyers which, after all, would allow for more 
much-needed FDI (due to stronger property rights) and hence job creation; 4) finally, border region 
households failing to lobby for having privileged access to the other side. All this adds up to making life at 
the border more miserable than it should be.  

70. This is where Poland’s EU accession is important. Poland’s entry will, more or less 
simultaneously, push aside all different lobbies, as well as reduce waiting times at border crossings and 
hence do away with waiting costs for local cross-border traffic.72 Then, ideally, a German Border Region 
worker who lost his job due to being underbid by a Polish Border Region worker, will find a new job in a 
firm discovering its transport and time cost advantage in servicing Poland’s market. Or, a Polish Border 
Region household who suffers from rising housing prices in Slubice, will benefit from finding a job in the 
German Border Region. Or, a German worker successfully holding on to his job may nevertheless choose 
to live in Slubice, paying lower rent. Job destruction and rising prices are so much less of a problem if 
there is job creation and growing incomes, too.  
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ABBREVIATIONS  

BKA    Bundeskriminalamt 
DIW    Deutsches Institut für Wirtschaftsforschung 
EU     European Union  
GUS    Glowny Urzad Statystyczny 
HZA   Hauptzollamt Frankfurt (Oder) 
IfW    Institut für Weltwirtschaft  
INTERREG 
IWH    Institut für Wirtschaftsforschung Halle  
LDS BB   Landesamt für Datenverarbeitung und Statistik Brandenburg  
LKA    Landeskriminalamt Brandenburg.  
PSO    Polish Statistical Office 
IMF    International Monetary Fund 
MOZ    Märkische Oderzeitung  
MRSP   Maly Rocznik Statystyczny Polksi 
NBP    Narodowy Bank Polski 
OECD    Organisation for Economic Cooperation and Development  
PHARE   
PSO    Polish Statistical Office  
PPP    Purchasing Power Parity  
RSWL   Rocznik Statystyczny Wojewodztwa Lubuskiego 
SB     Statistisches Bundesamt 
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APPENDIX 

Table 15. Zloty exchange rates 

 Currencies Exchange rate 
1995 DM/New Zloty 1.69 
1996 DM/New Zloty 1.79 
1997 DM/New Zloty 1.89 
1998 DM/New Zloty 1.99 
1999 EUR/New Zloty 4.23 
2000 EUR/New Zloty 4.01 
2001 EUR/New Zloty 3.67 
Source: NBP. 
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NOTES 

 
1. This selection follows the OECD’s priorities. 

2. The reader may wish to read the paper’s conclusions first.  

3. This, of course, is Ricardo’s theorem on comparative advantage. 

4. To take this discussion of the caveats of cross-border comparisons one step further: if making comparisons 
between cities on different sides of a border, but belonging to the same larger border region, suffers from 
difficulties then making comparisons between border regions – “making comparisons between 
comparisons” - should be even more difficult.  

5. For instance, such as that offered by Schelling (1978). 

6. The Gorzowskie voivodship is not entirely identical with the territory of the Euroregion Pro Europa 
Viadrina.  

7. This is not to say that suburbanisation does not affect Brandenburg, too. This time it is Berlin’s sprawling 
into Brandenburg.  

8. See Dascher (1998) for details.  

9. Of course, more detailed analysis would have to examine the same period’s growth experience not just for 
one border-city pair but for all other border and non-border cities along the Polish-German border, or even 
along Germany’s Eastern border, also. 

10. Although this might change soon. In the future smaller Polish cities far away from Poland’s employment 
centres might suffer from large-scale emigration in the future, too. On this prediction, and on the optimality 
of the structure of Polish urban system, see Deichmann/Henderson (2000) and Maliszewska (2002). 

11. For an exposition of the explanatory power of the gravity approach see, 
e.g., Fitzsimons/Hogan/Neary (1999).  

12. GDP, or “Gross Domestic Product”, in any given year is defined as the sum of goods and services 
production produced for final use in that year. A region’s GDP per capita is its Gross Domestic Product 
divided by its population.  

13. Admittedly there is the issue of remittances. For 1996, for instance, Hönekop (1997) estimates Polish 
migrant workers’ remittances from Germany to Poland to be as high as EUR 375 million. Large as they 
are, though, these remittances are no match for East Germany’s transfer receipts.  

14. Moreover, anecdotal evidence shows Frankfurt retailers do not sympathise with early morning imports of 
bread rolls.  

15. Küstrin-Kietz and Kostrzyn is another border city pair, further North. So the two routes, either along the 
Polish side of the border, or along the German side, indeed both refer to the same transportation service.  

16. These are two familiar observations. First, prices for tradables, when expressed in a single currency, ideally 
only differ by transport costs and import duties; while prices for non-tradables, when expressed in a single 
currency, may well differ much more when expressed in the same currency. Moreover, prices for 
non-tradables, when expressed in a single currency, regularly turn out much higher in the “richer” country. 
(This is the famous Balassa-Samuelson-Theorem and builds on the existence of 1) different labour 
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productivities in tradables and 2) identical labour productivities in non-tradables across countries; see 
Samuelson, 1964).  

17. To touch on a more subtle issue, note that we cannot really rely on the “consumption mix”. The price of a 
tradable when measured in units of a non-tradable is much higher in the Polish Border Region than in the 
German Border Region. Thus we expect Polish households to substitute relatively cheaper non-tradables 
for expensive tradables, implying that households on the two sides of the border have different optimal 
consumption baskets. This suggests that even if a German Border Region household’s consumption basket 
costs 2.5 times as many Zloty (in Poland) as EUR (in Germany), a Polish Border Region household’s Zloty 
income would not have to be three times higher in order to permit her to be just as well off as her German 
peer.   

18. Let e be the Zloty price of one EUR (see Table 15), gP  the EUR cost of some reference basket in 

Frankfurt and pP  that basket’s Zloty cost in Slubice. Then all three statements are straightforward 

rearrangements of the simple inequality gp PPe � .  

19. Their average income being four times higher does not mean that German households must be four times 
happier than Polish households. First, assume that happiness is a measurable quantity, and that it is 
comparable across individuals. Given these assumptions, one prominent strand of the literature on income 
inequality holds that happiness does not increase as fast as income. German Border Region households 
may be four times richer; this alone surely should not make them four times happier. Second, happiness 
requires more than just consumption opportunities. A much broader bundle of items matters to welfare than 
just one’s basket of goods and services. Chief among these items are the probability of job loss (or even the 
probability of finding a job), local amenities for leisure and recreation such as public libraries, public pools 
and sports facilities, public parks, bicycle lanes, etc., – as well as status. While not intending to go into 
details on job destruction and job creation (on this see World Bank, 2001b), we suspect that – current and 
future, but not necessarily past – restructuring is more intense in the Polish Border Region than in the 
German Border Region: 1) pre-transition agriculture has been much more important in Poland than in the 
former German Democratic Republic (GDR); while post-EU-accession agriculture will play a similarly 
peripheral role in both; 2) publicly owned enterprises today also are more important in Poland than in 
East Germany, where more rapid wage rises as well as rapid privatisation have left much fewer firms 
surviving in public hands. Moreover, given heavier past investment, local amenities quite possibly are 
more attractive in the German Border Region than amenities in the Polish Border Region.  

20. This is as the neoclassical growth model would predict. In fact, there appears to be “unconditional 
convergence”: the low income country has much stronger per capita growth than the high-income country.   

21. For Polish Border Region average income to reach the current German Border Region level (being 
four times higher; see our rule of thumb) at the end of the next two decades, yearly average growth would 
have to be 7.2%! (In the meantime, even German Border Region incomes are bound to grow, too, so the 
actual growth rate required for perfect convergence is even higher.) 

22. Tradable goods’ prices are determined on international markets. So we can ignore these prices here. Put 
differently, the Border Region is a “small open economy”.  

23. Where, to be sure, elasticity of supply matters, too, witness the disproportionately high number of barber 
shops or licensed taxis in Slubice. In the case of land, supply is very inelastic. Then there should be 
convergence in prices. The World Bank (2001, p. 40) notes that in 2001, i.e., before any adjustment of the 
type alluded to in the text, land prices average 3 000 Zloty per hectare in Poland against 15 000 Zloty per 
hectare in Eastern Germany.  

24. As a curious example of non-tradables becoming tradable, note that even within-region public bus transport 
may become tradable. Eventually, with zero waiting times at border crossings, Frankfurt households may 
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take the public bus in Slubice to ride to Kostrzyn and cross back into Küstrin-Kietz, instead of taking the 
direct public bus from Frankfurt to Küstrin-Kietz. (Kostrzyn and Küstrin-Kietz is another border city pair 
further North). Similarly, Slubice households may find it advantageous to travel to Szczecin or Slupsk via 
Berlin and by train, rather than taking the bus.  

25. In view of currently much more expensive housing in Frankfurt, this might seem an odd suggestion. (The 
converse suggestion, i.e. of Frankfurt households moving to Slubice and commuting back into Frankfurt, 
might be more familiar). However, note that massive emigration of Frankfurt households should really 
bring down rents – if Frankfurt rents were determined on the market. These, to be sure, they are currently 
not – given that the housing stock is predominantly publicly owned. Moreover, plans to demolish “excess 
housing” is certain to keep rents high. It may be interesting to point to a very different experience in the 
United States, where housing is allowed to gradually “filter”: Older housing of lower quality is occupied by 
households with lower income. See Glaeser/Gyourko (2002) for details.   

26. There may be, however, land sales to Polish households who in fact, and covertly, act on behalf of 
foreigners.  

27. This could be different if there were price discrimination such that German buyers pay higher prices than 
Polish buyers. Interestingly, from classroom conversations with Polish students at Europa-Universität 
Viadrina, non-tradables in the Polish Border Region appear to carry the same price tag irrespective of the 
prospective buyer’s nationality.   

28. According to the World Bank (2001a), private land ownership is much stronger in Poland’s South and East 
than in its North and West. The World Bank study (p. 40) also quotes concerns by farmers that land prices 
will rise if foreigners can freely buy land, making it more difficult for them to grow in size in order to 
reach “minimum efficient scale”. Given the large share of households still working in agriculture, and 
living in rural areas, these concerns carry heavy political weight. Those farmers who want to increase their 
plot will be against rising prices. However, also note that others, who merely hang on to their plot because 
of lower social security contribution rates, should actually be happy about rising prices.  

29. According to Ribhegge (2000), the Polish federal government has decided to not build the (North-South) 
Szczecin–Zielona Góra highway in order to reallocate PHARE funding towards Poland’s Eastern border 
regions. From a public good perspective and in view of this paragraph’s discussion, one might speculate 
whether this decision could have been influenced by the current construction of the coastal highway 
running from Hamburg to, ultimately, Szczecin, or, as described in more detail below, by the current 
construction of the so-called “Oder-Lausitz-Trasse”, on German territory and largely running along the 
border.  

30. Hence again there is an interaction effect: Inequality becomes a problem because it interacts with the 
standard problem of local public good provision.   

31. Where, as we should add, Slubice’s housing stock is lower than the dykes while most of Frankfurt’s 
housing stock is not. A large fraction of Frankfurt housing, but virtually none of Slubice’s housing stock, 
would be safe in the case of breaking dykes.  

32. See Wrage (1996, 1997) for a useful distinction between “Border Region crime” versus “crime in the 
Border Region” as well as for a discussion of the role of citizens with neither German nor Polish passport 
for both types of crime.  

33. We note in passing that data in Table 9 may also suffer from the fact that detection rates may be higher in 
Frankfurt, with locals being more suspicious of foreigners, than in Potsdam. (This argument ignores the 
deterrence effect connected to above average suspicion, though.) 

34. To the author’s knowledge, no similar interview data are available for Slubice.  
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35. Incidentally, the status aspect may explain why sometimes German Border Region households express 

greater concern about Polish Border Region household incomes – “high” – growth (and hence their 
corresponding loss of status?) than about Polish incomes – “low” – level.  

36. Obviously, also, the various types of costs mentioned in the text vary across individuals. Just because some 
individuals do not interact as much as others, does not mean they are willing to discriminate. Moreover, for 
completeness we add that of course there are benefits to cross-border communication, too. For instance, 
nowhere else can international communication, access to native language speakers, access to a different 
culture, etc., so easily be had without having to move. This implies that those who more strongly feel the 
costs of cross-border interaction will withdraw from it; they substitute less costly national interaction for 
more costly cross-border interaction. In contrast those who are attracted to cross-border communication 
will seek to interact. Here it is tempting to conclude that voluntary segregation occurs. But note that, rather, 
sorting as well as mixing occurs. Those who are attracted to the Border Region’s other side simply go and 
live there; those who are not do not and stay put instead. But then cross-border migrants, willing to 
integrate, live not just with those, from the border’s other side, who want to integrate but also with those 
who do not want to. Segregation will never be perfect as long as at least some households prefer 
integration over segregation. 

37. Or, pecuniary externalities.  

38. Or, non-pecuniary (negative or positive) externalities and local public goods.  

39. In the case of land one could say that landlords are “absentee”.  

40. This is no key hypothesis in this paper but note that we predict that in the long run the Polish Border 
Region’s local governments should actually be in favour of legalising land sales to foreign households if 
proceeds from land sales also accrue to local governments.  

41. Here we follow Franz (2002) who argues that Germany’s unemployment is due to wages being set above 
market clearing levels.  

42. The common denominator here is the existence of negative and positive externalities. To be sure, the 
problem with positive externalities is not that they exist – but that there are too small. (The beneficiary is 
prepared to pay more than what the externality costs its producer.) Likewise, the problem with negative 
externalities is not that they exist – but that there are too large.  

43. The traditional view holds that issues of distribution (equality) and allocation (efficiency) can be treated 
separately. We clearly do not endorse this view here. For further criticism of the traditional view see 
Ribhegge (2002) as well as, in a dynamic perspective, Alesina/Rodrik (1994).  

44. This corresponds to internalisation of externalities via subsidisation or via merger. Negotiations could be 
another solution. In Dascher (1998) we actually suggest that the German Border Region and the Polish 
Border Region are two actors involved in a “repeated game” and hence should have stronger interests in 
behaving co-operatively than actors not geographically connected.   

45. Although, as OECD (2002) points out, current unemployment in Lubuskie is higher than in most other 
voivodships.  

46. It may also be helpful to remember that the share of foreign workers in total employment is much higher in 
West German cities of similar size – even though these are regularly not located on any border. Hence, the 
German Border Region exhibits significantly below average foreign employment even though its border 
location would suggest the very opposite.  This is not because the German Border Region’s labour market 
is particularly restrictive towards foreign, say, EU, workers. Rather, it is simply because no foreign 
workers are attracted to the German Border Region. 
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47. For details see Sozialgesetzbuch, Part III, §§ 284-5, at http://www.sozialgesetzbuch.de. 

48. More precisely, following integration wages will not fall uniformly. Wage changes will vary by sector and 
skill and may even vary by occupation. Wages in Germany’s construction sector are much more likely to 
decline than wages in say, consulting on German law.  

49. See, as the classic reference, Harris/Todaro (1970).  

50. For instance, the highest unemployment rate in 2000 among all voivodships, at 24.5%, was more than 
twice as high as the lowest rate, at 11.1%, even though voivodships are quite large jurisdictions and 
thereby conceal substantial variation within their boundaries, too. Moreover, high-unemployment and low-
unemployment are often even adjacent to each other, witness the difference in unemployment between the 
voivodships of Lubuskie and Wielkopolskie. 

51. Contribution rates to the farmers’ security fund KRUS are one-sixth of contribution rates to ZUS, the 
regular Social Security Fund, while both systems offer similar benefits. See World Bank (2001b, p. 42).  

52. For a more detailed analysis of such clearly inefficient migration, see Dascher (2002).  

53. Again, as noted in the introduction, these speculations are based on what should be expected from 
economic theory, not on “prejudice” or the like (see the large literature on welfare recipient migration in 
the literature on fiscal federalism, e.g., as in Wildasin, 1994). Moreover, note that discussing possible 
welfare recipient migration is important if this will, or even only is expected to, make Polish Border 
Region households better off and German Border Region households worse off. Redistribution, or expected 
redistribution, always is a controversial issue.  

54. One more example of why the border’s porosity is endogenous, not exogenous.  

55. Ribhegge (1998) even argues that currently there is not enough lobbying; rather, the fact that the “true” 
Border Region (or even the “true” German Border Region) is not represented by any jurisdiction, but rather 
by jurisdictions that encompass either more or less than the Border Region (the German Border Region) 
must dilute the Border Region’s (German Border Region’s) lobbying. For instance, some cities included in 
this paper’s German Border Region concept in fact strongly benefit from Berlin’s suburbanisation. 
Interests are very heterogeneous. From an overall perspective, lobbying by regions may lead to wasteful 
competition, or, rent-seeking. Nonetheless, from any individual region’s perspective, lobbying dominates 
remaining passive. Tax competition between local authorities in a multi region setup is a well-known 
example. In the present paper we will be merely concerned with border region policy makers’ opportunities 
within the given framework of incentives. We also entirely ignore the (presumably large) opportunity cost 
of funds invested in the Border Region.  

56. For the current state of local public transport in the Border Region, see the map in Frankfurt (Oder) (2002, 
p. 7). Of course, decisions on railway and bus time tables, and investment into faster roads, involves not 
just Border Region local governments but higher level governments as well as single-purpose 
governments, too.  

57. For example, Euroregion Pro Europa Viadrina, the only informal international local “government” 
encompassing (more or less) the Border Region has still not set up an updated German language version of 
its web site yet. What we have in mind here more closely resembles the detailed advice provided by the 
Polish-German development agency, or Towarzystwo wspierania gospodarki (TWG), at 
http://www.twg.pl. – only on a much larger scale.  

58. Information demand may eventually also induce market entry by private sector consultancies. However, 
information, and particularly the type of Internet web sites we have in mind, are public goods. This 
suggests that local or regional government should step in first.  
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59. Two more pieces of evidence on the type of cross-border traffic are indirectly contained in Tables 4 and 5 

(on trade) and Table 12 (on foreign households in the German Border Region). Since trade between Poland 
and the German Border Region is negligible, correspondingly trucks (carrying goods traded) must be 
non-local cross-border traffic. Since Polish households working in Germany rarely commute for work in 
the German Border Region, and are unlikely to come from the Polish Border Region, most cars (carrying 
commuters) must be non-local cross-border traffic, too. Two important motivations for cross-border traffic 
do not apply to Border Region households.  

60. In line with Vickrey’s (1969) terminology, congestion imposed by non-local cross-border-traffic on local 
non-cross-border traffic corresponds to a “triggerneck”: “A triggerneck situation develops from a 
bottleneck situation whenever the queue backed up from the bottleneck interferes with the flow of traffic 
not itself intending to use the bottleneck facility.” (p. 252). 

61. The adequate distinction here is that between mean cross-border flow and cross-border flow’s variance. 
What matters to appointments is both mean and variance. 

62. We do not dwell on Frankfurt’s being a purportedly important train stop along the Berlin-Warsaw railway 
route. Few trains are international, namely the intercity trains connecting Berlin with Warsaw or Poznan. 
Moreover, there are few true Border Region railway connections. There are occasional trains from 
Frankfurt to Rzepin, or Poznan. For details see http://www.bahn.de. 

63. Such a cross-border bus operates in Zgorzelec/Görlitz since 1991, aptly demonstrating its feasibility. In 
Frankfurt-Slubice, however, a cross-border bus in the past has apparently met opposition by Slubice’s taxi 
trade – one more example of why the border’s porosity is not exogenous.  

64. For a critical evaluation of customs procedures, see Investor Center Ostbrandenburg (1999). 

65. In a somewhat freer interpretation, reserving lanes for local cross-border traffic amounts to a Pigou-tax on 
non-local cross-border traffic with subsequent transferral of the proceeds to local cross-border traffic.  

66. Frankfurt (Oder) (2002) illustrates the scenario where a local cross-border public bus, currently discussed 
in Slubice and Frankfurt, claims its own lane as well as privileged access to border control/customs. A 
similar procedure is operating in Görlitz-Zgorzelec, a border city pair further South. Discrimination against 
non-local cross-border traffic does not seem to be that difficult after all.  

67. For details on academic degrees on offer, etc., see http://viadrina.euv-frankfurt-o.de. 

68. This must be unfortunate. On top of market failure connected to externalities and public goods, now there 
also is government failure.  

69. Whether our characterisation of EU subsidies as Pigou-subsidies applies, depends on which projects are 
funded, and on some prior knowledge of what the “optimal” subsidy would have to be. No such project 
evaluation is intended here. We note, though, that project evaluation has not been intended elsewhere 
either. To the author’s knowledge, no cost-benefit analysis in the spirit of, say, Boadway/Bruce (1984) is 
available for INTERREG or PHARE CBC projects in this Border Region.  

70. In fact, since EU funds typically require matching funds, all problems tied to matching funds apply. For 
instance, local governments grab EU funds even though the funded projects’ benefit falls well short of 
these projects’ costs. See EU (2000) for documentation.  

71. For a list of projects funded, and of funding allocated, see Euroregion Pro Europa Viadrina (2002).  

72. Olsen (1982) is the classic reference on how large shocks do away with vested interests. For example, 
“Germany ... advanced from its status as a poor area in the first half of the nineteenth century to the point 
where it was overtaking Britain, and this occurred after the formation of the Zollverein, or customs union, 
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of most German-speaking areas and the political unification of Germany.” (p. 119). Contrast this with the 
multiplicity of borders, and border regions, that existed before the Zollverein: “Until well into the 
nineteenth century, most of the German speaking areas of Europe were separate principalities or city-states 
or other small jurisdictions with their own tariffs, barriers to mobility, and economic policies ... Each of 
these mini-governments tended to have its own tolls and tariffs: a boat trip along the Rhine, where toll-
collecting castles are sometimes only about a kilometer apart, is sufficient to remind one how numerous 
were local tolls in medieval Europe.” Which of these municipalities or city states would not have argued 
that losing the right to impose tolls, or yet other types of taxes, on those crossing the border, would make 
them worse off? (p. 120). 
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THE CROSS-BORDER REGION OF SAN DIEGO/TIJUANA 

1. The San Diego/Tijuana and the Vienna/Bratislava cross-border regions are inserted in very 
diverse geo-political contexts. However, policy makers in the two areas are sharing many of their key 
challenges, from problems related with increased economic interdependence and cross-border labour 
mobility, to illegal migration and environment degradation. 

2. This paper is divided as follows: Part 1 introduces salient characteristics of the San Diego-
Tijuana region, insisting on aspects that are more relevant for the comparison with the Vienna-Bratislava 
region. Part 2 compares governance on the two sides of the border and looks at issues of transborder 
cooperation. Part 3 summarises and develops a series of key issues that arise from the comparative 
analysis of Tijuana-San Diego with Vienna-Bratislava and that can provide the latter with policy 
indications. Focus is put on social cohesion, competitiveness and governance. 

Part 1: Main characteristics of the San Diego-Tijuana cross-border region 

Area definition  

3. The San Diego/Tijuana region for purposes of this report is San Diego County (California) and 
the municipios of Tijuana, Tecate and Playas de Rosarito (Baja California). These four geo-political units 
would make what is defined as a consolidated metropolitan area by the U.S. Census Bureau. The 
INEGI (Instituto Nacional de Estadística, Geografia e Informática) has a similar definition for metropolitan 
areas in México. San Diego's population is 2.7 million, with 1.2 million people in the city of San Diego. 
Tijuana's population is 1 million, Tecate's is 65 000 and Playas de Rosarito is 50 000. 

4. California and Baja California contain approximately 7% of the U.S.-Mexican border, and the 
area is approximately 47% of the entire border population lives in these two states. Tijuana and San Diego 
comprise approximately 3.5% of the land area and about 39% of the population of the entire U.S.-Mexico 
border live in the region. Few areas in the world have grown as rapidly as this cross-border region. 
San Diego County grew by more than 30% in the 1980s alone and Tijuana's population has increased by 
nearly two-thirds in the same time period. In less than a century, Tijuana has grown from a small 
backwater town into a large metropolis, undergoing the largest demographic boom in Mexico. This can 
partially be attributed to its proximity with the United States, the consequent growth of trade and 
development of the maquiladora industry, and the migrant workers from the interior of the country seeking 
to improve their lives with better jobs. Until recently manufacturing growth has been particularly robust on 
the Mexican side. There is evidence that the economy of Tijuana is now maturing and the rate of growth in 
trade and commercial employment is rising while the rate of growth in manufacturing employment is 
declining. 
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Table 1. Tijuana and San Diego in comparison 

 Tijuana San Diego 
Area in km2 1 393 10 891 
Total population (estimated 1995) 1 237 000 2 835 200 
Inhabitants per km2 710.2 260.3 
Births per 1 000 inhabitants (1992) 31.6 19.3 
Mortality per 1 000 inhabitants n/a 6.9 
Infant mortality per 1 000 inhabitants (1992) 26.9 7.1 
Number of nurses per 1 000 inhabitants 1.8 8.0 
Number of physicians per 1 000 inhabitants 1.1 2.7 
Percent population with electricity (1992) 85.8 99.0 
Libraries (1993) 18 91 
Paved roads (km, 1994) 332 624 1 602 597 
Solid waste generation (tonnes per day, 1995) 710 2 500 
Per capita solid waste generation per day (kilos) 0.7 0.9 
Municipal budget (USD millions, 1995) 49 3 031 
Source: Plan Municipal de Desarrollo 1996-1998 (Tijuana: COPLADEM). 

 

Historical background of the San Diego-Tijuana border region  

5. The roots of the San Diego-Tijuana cross border region trace back to mid-19th century. In 1848, 
the international boundary was established across the Tijuana River Valley. In the 1870s and 1880s, land 
promoters began subdividing land and establishing town sites in the United States near the border as part of 
the general land boom of San Diego and Southern California. In 1906, the San Diego and Arizona Eastern 
Railway began to construct a line from San Diego to Yuma that traversed the border. Although not 
completed until 1919, the railroad stimulated growth in the area. Tijuana, established in 1889 through the 
support of the Argüello family, had emerged as a small but important centre that was linked to the real 
estate boom of Southern California. By 1910, Tijuana's population was barely 700 individuals. In the early 
part of the 20th century, Tijuana had grown as an attraction for visitors from San Diego for horse racing, 
boxing matches, curio sales, and the hot springs of Agua Caliente. 

6. By World War I, border commerce was well established, in part due to the growing military 
presence in San Diego. The post-war recession and immigration restrictions adopted by the United States 
crippled the border economy temporarily. U.S. prohibition of the sale of alcoholic beverages between 1919 
and 1933 brought a boom to Tijuana and the border as Americans from as far away as Los Angeles and 
San Francisco visited the area for alcohol, gambling, and other entertainment. Despite this activity, the 
San Diego-Tijuana border area was severely affected by the Great Depression and the repeal of Prohibition 
in 1933, as well as the ban on gambling and the nationalization of some foreign businesses in Mexico in 
the mid- to late 1930s. Many Mexicans residing in the United States returned voluntarily or were 
repatriated during the Great Depression, beginning in 1929. World War II brought a great increase in 
defence activities in San Diego and the border region. Tijuana's economy recovered through its 
entertainment industry that catered to U.S. military personnel and by supplying labour to meet the wartime 
shortages in the United States. The Bracero Program began in 1942, allowing thousands of Mexicans to 
work in temporary agricultural jobs in the United States. It also attracted thousands of migrants from 
throughout Mexico to Tijuana and the border. Many of these individuals remained as permanent border 
residents after the program was terminated in 1964. In 1965, Mexico implemented the Border 
Industrialization Program that led to the development of the maquiladora, or assembly plant, industry as a 
way to create employment along the border. By the early 1980s, maquilas emerged as the most dynamic 
element in Tijuana's economy. By 2000, the industry employed some 170 000 workers in Tijuana. Jobs in 
the maquiladora sector and potential employment in the United States helped attract continuing waves of 
migrants from central and southern Mexico, assuring the rapid growth of both Tijuana and the border area. 
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Population trends and migratory flows 

7. The San Diego-Tijuana region is one of the most demographically dynamic of the entire U.S.-
Mexican border. Table 2 provides historical data and projections for population growth in the binational 
San Diego Country-Tijuana region. Domestic and international migration has been important for the 
sustained growth rates of San Diego. Migration into San Diego has tended to be sensitive to changing 
economic conditions. For example, in 1995, at the end of the severe recession of the early 1990s, 
San Diego grew at an annual rate of only 0.9%. Two years later, in 1997, the economy had recovered and 
the annual population growth rate was 2.5%. Tijuana’s annual population growth rate continues to be well 
above 5% and natural increase will continue to play an important role in the city’s growth.  

8. Migration continues to be significant as individuals and families from elsewhere in Mexico 
move to the border in search of jobs in the dynamic Tijuana economy or in the adjacent United States. 
Nominal wage differentials have been hovering for years at about a 5 to 1 ratio, in favour of the 
United States, for manual and semi-skilled jobs. Moreover, the long and sustained U.S. economic growth 
has led to a strong demand for Mexican workers, who are found primarily in the low ends of the labour 
market – seasonal agriculture, high-turnover manufacturing, and service industries. 

 

Table 2. Population growth in the San Diego Country-Tijuana Region 

Year San Diego County Tijuana Municipality Total % in San Diego 
1900 18 000 242 18 242 99 
1930 210 000 11 000 221 000 95 
1940 289 000 22 000 311 000 93 
1950 557 000 65 000 622 000 90 
1960 1 033 000 166 000 1 199 000 86 
1970 1 358 000 341 000 1 699 000 80 
1980 1 862 000 462 000 2 324 000 80 
1990 2 498 000 747 000 3 245 000 77 
2000 2 946 500 1 309 634 4 256 134 69 
2010 3 437 700 2 255 833 5 693 533 60 
2020 3 853 300 3 822 116 7 675 416 50 

 

9. Traditionally, Mexican migrants originated from the rural areas of central Mexico and were 
mostly confined to the agricultural sector. Accordingly, most migrants went to the agricultural areas in the 
Southwest. Currently, however, U.S.-bound migration originates in nearly every corner of the country and 
has spread throughout the United States. Furthermore, migrants now originate from small, medium, and 
large cities, not only from rural areas, and are finding employment in the mid-western, the southeastern, 
and the eastern parts of the United States in construction, food processing, sundry services, and agriculture, 
which remains a mainstay employment niche. Supply-push factors in Mexico are thus matched by demand-
pull factors on the U.S. side. 

10. In the last several decades, neither Mexican job creation nor labour demand in the United States 
have been able to absorb the large and growing cohorts of Mexican workers. The working age cohorts will 
continue to expand rapidly, although at diminishing rates, into the 2010s. Mexico's massive economic 
restructuring during the last two decades has cost many workers their jobs. Even the growth of the 
maquiladora (export-oriented factory) sector along the border, which accounted for a record 
1.3 million jobs in 2001, has not been able to provide enough job opportunities to Mexico's growing labour 
force. Poverty, an eloquent indicator of Mexico's economic distress, has remained stable in percentage and 
grown in nominal terms over the last decade pushing more Mexican people “to go north for opportunity” 
(see OECD, 2003a). 
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11. The modes of migration from Mexico to the United States have been guided by strong family, 
community, and socioeconomic networks that now span both sides of the border. Furthermore, the ability 
to send remittances from the United States to families and communities back home – for family 
subsistence, home improvements, small-scale farming, or business investments – is quite often the first 
step of a long journey that frequently ends with permanent settlement in the United States. The recruitment 
of Mexican workers by U.S. employers continues, if with new agents and intermediaries. What began in 
the 1940s as a formal, employer-sponsored system has now given way to more localised recruitment. 
Migration networks themselves now are the most effective means of recruitment for many U.S.-based 
employers. In addition to the growing regional diversity of Mexican migration, Mexican migration flows 
are changing in other ways. Some indicators suggest that the characteristics of migrants are becoming as 
diverse, in terms of migrants' origin, educational and occupational levels, as the characteristics of the 
Mexican population at large. This development is in line with the recent trend of migration becoming a 
nation-wide phenomenon. However, Mexican migrants still tend to be mainly selected from middle-to-
lower segments of Mexico's socio-economic structure.1 

12. The volume of movements between San Diego and Tijuana is substantial and so are the positive 
effects on local economies emanating from cross-border commerce. However, the border relationship is 
not without tensions. Many of the worst effects of Mexico to U.S. migration are experienced at the border 
itself and thus impact on the two bordering cities. Various forms of crime as well as negative fiscal 
impacts, when resident of one country access services in the other, represent a continuous source of 
concern for the border communities. The fast growth of poor areas along the border present challenges to 
public health and the environment. Moreover, violence on the way to the border and at the border are 
among the most negative effects of migration between Mexico and the United States, largely but not 
exclusively related to illegal movements. Migrants are the object of a variety of crimes and abuses, from 
attacks and abandonment by smugglers to theft, rape and murder. Deaths associated with attempted border 
crossings represent a common serious concern. So too are attacks by smugglers on officials working in 
border operations in both countries. Another concern is represented by human rights abuses by federal, 
state and local officials. Governments on both sides of the border have taken action to curb the abuse of 
migrants by both private and official auspices. The situation has led to the establishment of several 
monitoring bodies. 

13. At the dawn of the 21st century, public anxiety about border “security” and the inspection 
functions it entails continues to be high. Devising and implementing effective responses to the perceived 
“threats” of illegal drugs and other prohibited goods, unauthorized migration and terrorism, as well as 
intercepting and collecting fees from “dutiable” items, thus continue to be a political priority of the first 
order.  

Transportation and ports of entry 

14. The U.S.-Mexican border has 250 million crossings annually. The San Diego- Tijuana border 
boasts the largest number of legal daily crossings. It is reportedly the world's busiest land crossing, with 
approximately 57 000 vehicles and 130 000 people crossing each day. By some estimates, 30% of people 
crossing the border are doing so for employment. The retail sector particularly benefits the American side, 
and accounts for much of the pedestrian traffic into the United States. Some studies have estimated that 
Mexican citizens spend as much as USD 20 million annually on merchandise purchased in the 
United States. Another figure from the San Diego Dialogue estimates that about USD 3 million is spent by 
Mexican nationals in the San Diego region, annually. 

15. The rapidly growing movement of people and goods between the greater regions of Tijuana and 
San Diego is funnelled through the border area, mainly on surface streets, roads, and highways. The port of 
entry at Otay Mesa handles all of the commercial truck traffic, including that servicing the maquiladora 
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industry within Tijuana, as well as commercial traffic from Ensenada and Tecate or from San Diego and 
Los Angeles to the north. The Otay Mesa facility also serves non commercial vehicles and pedestrians. The 
San Ysidro Port of Entry handles most of the non-commercial vehicles and pedestrian traffic. Immediately 
to the west of the San Ysidro-Puerta México crossing is the Virginia Avenue-El Chaparral commercial 
crossing that has been closed since January 1995.  

16. The San Ysidro Port of Entry is particularly problematic for both Tijuana and San Diego. The 
transportation infrastructure there is congested, with long waiting times for vehicles and difficult and 
unsafe approaches for pedestrians. Both sides of the border have a disorganised mix of land uses in the 
vicinity of the port of entry. In addition, the crossing point for a freight railroad line connecting San Diego 
and Tijuana is located at San Ysidro. The San Diego light rail passenger system has a terminus at 
San Ysidro. Numerous bus and van transportation companies link San Ysidro with destinations throughout 
Southern California. Tijuana has a terminal for intercity buses located in the river valley near the 
confluence of the Río Alamar and the Río Tijuana. 

17. The City of Tijuana relies on an urban transportation infrastructure based on surface streets, 
roads, and highways. Rapid urban growth, heavy traffic, and the varied and difficult topography of the city 
make provision of transportation infrastructure difficult and costly. In order to reduce the flow of 
international and regional traffic through the densely urbanised parts of the border area, local, state, and 
federal transportation and planning officials are discussing the establishment of a new border crossing to 
the east of the port of entry at Otay Mesa, referred to as Otay Mesa II. This new facility will include 
infrastructure for commercial and non commercial traffic. It will be connected to the freeway system of the 
San Diego region and will link to a new beltway around urbanised Tijuana to Rosarito, a project known as 
Tijuana-Rosarito 2000 Corridor. This new bi-national corridor will enable commercial traffic and tourists 
to bypass most of urban Tijuana for trips between Southern California and Rosarito and Ensenada. The 
border area is served by Tijuana's public transportation network that includes some 250 routes with 
6 230 taxis, 1 503 minibuses, and 772 buses. The large number of small capacity taxis that run fixed routes 
contribute to traffic congestion and transport an inadequate number of passengers. Tijuana is planning a 
light rail trolley system.  

18. The San Diego side of the border region is linked directly to San Diego and the rest of the 
United States by Interstate 5 and Interstate 805 that connect with the San Ysidro Port of Entry. The heavily 
used Otay Mesa Port of Entry is connected to the San Diego freeway system by State Route 905 and Otay 
Mesa Road, which have recently been improved to six lanes. SR 905 will serve the Otay Mesa Port of 
Entry and will connect with the planned Otay Mesa II-Mesa de Otay II Port of Entry via State Route 11. A 
second north/south highway, State Route 125, is planned to connect the Otay Mesa Port of Entry with the 
freeway system in the east-central portion of the greater San Diego metropolitan area. This new toll 
highway is a private venture and, when completed, will allow commercial vehicles the option of bypassing 
the heavily-travelled urban freeways, particularly Interstate 5, in central San Diego. Public transit between 
the San Ysidro Port of Entry and San Diego is provided by the San Diego Trolley light rail system. The 
trolley is used by tourists, commuters, and residents for direct access to the international border, downtown 
San Diego, major regional shopping centres, and Qualcomm Stadium. The Metropolitan Transit 
Development Board is planning significant circulation and aesthetic improvements in the vicinity of the 
San Ysidro Trolley station. A new trolley extension in the South Bay is proposed, connecting National 
City, the new Otay Ranch community, and the Otay Mesa Port of Entry. When these improvements are 
completed, access between San Diego and Tijuana for non-drivers will be greatly facilitated. The border 
area is served by a freight rail line from San Diego that crosses into Tijuana at San Ysidro. This line 
extends to Tecate where it crosses back into the United States and continues into the Imperial Valley where 
it connects to the national U.S. and Mexican rail networks. Although the line is closed into the Imperial 
Valley, efforts are under way to repair and upgrade this line, which would provide an alternative for 
moving heavy freight between San Diego and Tijuana and the east. 
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Box 1. The U.S.-Mexico border: basic facts 

� About 10 million people live in the U.S.-Mexico border area (92% of these people live in or near the 14 sister or 
twin cities along the Southern border).  

� About 20% of the population on the U.S. side of the border lives at or below the poverty line, compared with a 
national average of 12.4%.  

� Everyday 800 000 people arrive in the U.S. from Mexico. 

� Mexicans constitute 27% of all foreign-born Americans, by far the largest group, followed by the Philippines and 
China with about 4% each.  

� In the year 2000, the U.S. processed 2 252 594 non-immigrant visa applications in Mexico, an increase of 37% 
from 1999 when 1 635 309 applications were processed.  

� Over 4 million Laser Visas were issued between April 1998 (the start of the program) and August 2001. 

� The ratio of Mexicans making their first border crossing-as opposed to those who cross, return and cross again- 
rose from 30% of all migrants to 53%. 

� Deportations of Mexicans from the United States dropped by 29% during the first nine months of 2001, according 
to statistics released Monday by Mexico’s National Migration Institute. Arrests of illegal immigrants within the 
United States also dropped 25% between October 1, 2000 and September 30, 2001, confirming the significant 
reduction of clandestine movement along the border.  

� In 2000 the Border Patrol rescued 2 454 undocumented migrants from the desert, rivers and mountains. 

Source: Migration Policy Institute, Washington 2001. 

 

Water and sewage infrastructure 

19. The entire San Diego-Tijuana region will experience a significant growth in demand for potable 
water over the next 20 years. Finding sources of water to meet projected regional demands will be a major 
challenge for the bi-national community. In addition, the development and implementation of demand 
management, conservation, and reuse measures will also be a challenge. In 1996, the combined San Diego-
Tijuana region used 683 000 acre-feet (842 million cubic meters) of water to support residential, 
commercial, industrial, and agricultural activities. Approximately 90% of this water was used in San Diego 
and 10% in Tijuana. Demand is projected to increase to 848 000 acre-feet (1.05 billion cubic meters) 
by 2010. In order to meet future water needs, authorities in both communities are moving forward with 
efforts focusing on conservation, reclamation and reuse, improved regional storage capacity, and joint 
construction of a new aqueduct to the Colorado River to enhance deliveries from that source. Tijuana is 
also exploring enhancement of potable water through desalination. 

20. Tijuana’s potable water and sewage services are operated by the State Commission for Public 
Services for Tijuana (Comisión Estatal de Servicios Públicos de Tijuana, CESPT). Tijuana is supplied with 
water from Rodríguez Reservoir, water transported from the Colorado River by an aqueduct, and wells in 
La Misión located south of Tijuana on the coast (since 1993, this has not been considered a secure source). 
In addition, a small, but critical portion of Tijuana's water is supplied by the wells in the Río Alamar and 
Río Tijuana and efforts are under way to protect these sources and maximize groundwater recharge. Water 
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from Rodríguez Reservoir and the Colorado aqueduct is treated at the filtration plant at El Florido. The 
water is distributed throughout Tijuana via two main systems: 1) the Mesa de Otay tank, and 2) the Aguaje 
de la Tuna tank and the Colonia Obrera pump station. Water distributed through the system of mains and 
supply lines reaches approximately 85% of Tijuana's population. The remainder is serviced through 
deliveries by tank trucks (pipas) at a cost that is two to three times that of piped-in water. The San Diego 
County Water Authority provides water to retail water districts within the San Diego area. The City of 
San Diego plans to maximize the beneficial reuse of water from the South Bay Water Reclamation Plant.  

21. Sewage collection, treatment, and disposal are critical elements of the infrastructure of the cross-
border region. The San Diego region has adequate collector and treatment infrastructure, although the 
system is aging and subject to frequent failures in the collector system. San Diego will be challenged to 
finance and implement upgrades to the current system and provide new capacity to accommodate projected 
population growth in the future. Tijuana's collector and treatment system has grown rapidly in recent years, 
but many areas in canyons and new informal settlements are unsewered and rely on pit privies, septic 
systems, or discharge of wastewater into canyons. Approximately 85% of Tijuana's population is covered 
by sewerage service. The rapid population growth rate of Tijuana, combined with its difficult topography 
and the higher cost of retrofitting neighbourhoods that have resulted from land invasions, have made it 
very difficult for Baja California authorities to meet the full demand for these services. Tijuana also faces 
the issue of retrofitting the ageing conveyance infrastructure. 

Economic interdependence  

22. The linkages of the Tijuana and San Diego economy are important. However, reliable data are 
not always available and there are significant gaps in data availability for understanding the connections 
between the two economies. For purposes of comparison, it should be noted that the economy of 
San Diego is some 20 times larger than that of Tijuana. This significant economic asymmetry between the 
two neighbouring cities is central to the realities of the bi-national region. Tijuana is a city in a developing 
country with few resources to invest. San Diego, by contrast, is one of the wealthiest cities in the world. 

23. The economies of San Diego and Tijuana have become more inter-related over the past decade. 
The North American Free Trade Agreement (NAFTA), has helped the economic relationship between 
them to thrive. Mexico has become San Diego's largest export market. Although it is not the first formal 
economic program between the United States and Mexico, the initiation in 1965 of the maquila program 
has brought a new economic relationship between the two regions. Maquilas are “twin plants”, i.e. there is 
a plant on the United States side of the border that prepares components for assembly and a plant on the 
Mexican side that does the labour-intensive assembly. After this stage of manufacturing, the products are 
returned to the United States for final preparation for shipping. There is likely to be a warehouse on the 
United States side, rather than a manufacturing plant, where components are prepared and shipped to the 
Mexican plant, and are received back after the assembly and re-packaged for shipping throughout the 
United States. The maquiladora program gives corporations the right to export raw materials, machinery 
and equipment duty free into Mexico for assembly and/or manufacturing. Ultimately many are exported 
back to Latin America and throughout the United States. In 1997 there were over 135 000 workers in Baja 
California employed in over 690 maquiladora plants (Table 3). The maquilas and the economic dynamism 
induced by them have pushed an enormous number of Mexicans to move to the border region.  
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Table 3. Largest maquiladoras in Tijuana / San Diego Region 

Rank (last year) 

Number of 
employees; 
*1998 *1997 

*%change (loss) 

* Total plant sq. 
ft. * Number of 

factories 

Products 
manufactured 

* parent 
company * 

Headquarters 

Year established 
in Tijuana 

1 
(2) 

7 500 
7 200 

(4) 

3 940 000 
9 

House 
appliances, TVs, 
video 
components, 
computers 

Sanyo North 
America Corp. 
San Diego 

1981 

2 
(1) 

6 494 
6 207 

(5) 

600 000 
4 

TVs, computer 
monitors, 
satellite system 
and components 

Sony Corp. 
Tokyo 1987 

3 
(19) 

2 400 
2 200 

(9) 

n/a 
1 

TVs, Panasonic 
and Quasar 
brands 

Matsushita 
Electric Industrial 
Co. Japan 

1979 

4 
(19) 

2 380 
1 300 

(83) 

431 243 
2 

TVs, computer 
monitors 

Samsung 
International, Inc, 
n/a 

1988 

5 
(6) 

2 054 
1 852 

(11) 

325 000 
1 

Disposable 
medical products 

The Kendall Co. 
Mansfield, Mass. 

1985 

6 
(7) 

1 950 
1 800 

(8) 

493 000 
1 

Projection TVs, 
wood cabinets 
for TVs and 
speakers 

Hitachi, Ltd. 
Tokyo 1986 

7 
(8) 

1 950 
1 600 

(22) 

150 000 
1 Semiconductors 

International 
Rectifier Inc, EI 
Segundo 

n/a 

8 
(5) 

1 850 
1 600 

(16) 

579 021 
2 Plastic toys Mattel Toys EI 

Segundo, Calif. 1981 

9 
(9) 

1 700 
1 456 

(17) 

n/a 
1 

Ground fault 
circuit 
interrupters 

Leviton 
Manufacturing 
Little Necd, N.Y. 

1988 

10 
(3) 

1 677 
2 407 

(30) 

n/a 
2 

Toys n/a 
n/a 

1984 

 

24. The literature has amply examined the issue of economic interdependence across the U.S.-
Mexico border. In particular, recent work has examined whether economic integration and trade policies 
are causing economic activity in the United States to relocate to the U.S.-Mexico border region. To the 
extent transport costs are the main non-trade policy barriers to trade, regional economic integration is 
expected to cause economic activity in border cities to expand. A large portion of U.S.-Mexico trade is the 
result of U.S. multinationals establishing export assembly operations in Mexico. Mexico’s export assembly 
plants are concentrated in cities on the U.S.-Mexico border. A key question to understand the reality and 
perspective of the San Diego -Tijuana region (and similarly for Vienna-Bratislava) is whether the growth 
of export manufacturing in Mexican border cities increases the demand for goods and services produced in 
neighbouring U.S. border cities. Several studies have considered demand links between Mexican and U.S. 
border cities using data on the largest border-city pairs.2 The results indicated that the growth of export 
manufacturing in Mexico can account for a substantial portion of employment growth, in general, and of 
manufacturing employment growth, in particular, in U.S. border cities over the sample period.  
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Employment and the effects of cross-border labour mobility 

25. An important component of employment in Tijuana is that of commuter workers, individuals who 
reside in Tijuana and travel across the border to work in San Diego and elsewhere in the region. Commuter 
workers comprise some 8 to 10% of the economically active population in Tijuana and generate a 
disproportionate share of the personal income of Tijuana due to higher real wages in the United States. It is 
estimated that there are from 30 000 to 40 000 commuter workers in Tijuana. These commuter workers 
raise the per capita income figures for Tijuana and most would be classified as middle class (five minimum 
salaries or more). Also, it is likely that they account for an important part of Mexican retail purchases in 
San Diego. There are also a growing number of workers who live in California and commute to Tijuana to 
work. This category includes maquiladora managers and administrative personnel, consultants, academics, 
and business people. Commentators often make the claim that Tijuana’s unemployment is lower than that 
of San Diego. They cite, for example, Mexican government figures for May 1996 listing Tijuana’s 
unemployment as 0.9% and U.S. figures for San Diego at the same time as 5.2%. However, Mexican and 
U.S. unemployment figures are generated in very different ways. Unemployment in Tijuana is more likely 
to be above 10%, while the figure for Mexico is above 20%. 

26. Several studies have attempted to determine the effects of labour mobility across the U.S.-
Mexico border.3 The results of such econometric exercises can be summarised as follows. The primary 
beneficiaries of migration are of course the Mexican-born migrant workers. With a wage differential of 
around five to one, they usually succeed in reaching higher standards of living in the United States. 
Secondly, Business owners and investors are clearly benefit from migration of labour force from Mexico. 
The measure of Mexican-born migrants on “real rental price of capital” gives the evidence of such positive 
impact. Regarding the effects of Mexican migrants on the wages of other labour force groups, there is 
evidence that the principal adverse impact is on already-resident migrants from Mexico or elsewhere. 
Recent studies have found that a simulated 20% increase in the number of foreign-born, low skilled 
Mexican workers lowered the average wage of this labour group by 3%. Lastly, it should consider that for 
the average U.S. even relatively large increases in Mexican-born labour have only relatively small impacts 
on native workers. Nevertheless, evidence appears to indicate that in areas where Mexican migrant 
concentrations are extremely high, such as in the San Diego area, wage depression and job displacement 
are effects are evident, with strongest impacts among less-skilled and already resident Mexican male 
migrants. 

27. Regarding the fiscal costs of unauthorised migrants, most studies agree that immigrants can 
impose a fiscal burden on state and local governments; however, there is a substantial disagreement on the 
size of such burden. In recent years, states have even brought suite against the U.S. federal government to 
recover the costs of providing services to unauthorised migrants. The San Diego region and California 
undoubtedly bear the brunt of immigration: California's total net fiscal burden of the unauthorised was 
calculated as the heaviest of all states, amounting to USD 829 million in 1997.  

 

Box 2. San Diego South County business survey and impacts on cross-border local trade after September 11  

Since the terrorist attacks of 9/11, 12 of 23 U.S.-Mexico ports of entry have been closed to commercial traffic and new 
stricter security measures have been implemented. SCEDC’s4 research consultant, Crossborder Business 
Associates, has implemented a series of survey projects to understand the short- and long-term effects of such 
changes on cross-border business transactions. The CBA, surveyed more than 100 businesses in South San Diego 
County and asked owners and managers to gauge the impact of increased border waits caused by new security 
measures. Some initial results of the survey include: 

� Data provided by the Immigration and Naturalization Service indicates since September 2001 border crossing 
events declined by 480 000 cars crossing and 358 000 individuals walking across per month. 
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� Surveys conducted in June and July at seven South County shopping centres demonstrate at least 11% of the 
shoppers on average are driving in from Baja California. In some cases, the proportion of vehicles from Baja 
California made up nearly 30% of a shopping mall’s visitors.  

� A survey of South County retailers within 12 miles of the border crossings reported on average 34.8% of their 
shoppers were from Baja. More than half – 57% – of these retailers indicated their customers from the south have 
a “somewhat high" importance to their overall sales. At the same time, 40% of these businesses also report their 
sales to cross-border shoppers are lower than they were prior to 9/11. A similar study out of the Universidad 
Autonoma de Baja California indicated 63% of border crossings were for shopping. 

� Approximately 60% of South County businesses surveyed report they are either “somewhat” or “very concerned” 
increased border waits are harming their business.  

� Nearly 70% of South County business owners reported increased wait times at the border directly affected at least 
of their employees' ability to get to work. Also, 14% of employers stated more than 61% of their employees lived in 
Baja California. 

 

Part 2: Governance 

28. Both the United States and Mexico are constitutional, federal republics, with three levels of 
government (federal, state, and local) to regulate and distribute services. Their similar structure is 
contrasted, however, by the substantial centralisation of power in Mexico (see the TR on Mexico, OECD 
2003) and its relative decentralisation in the United States. Globalisation is now spurring the devolution of 
power to local levels, influencing the function of government in both nations. As observed in the 
Vienna/Bratislava region and in other cross-border regions analysed by Territorial Reviews in the past 
(OECD, 2003b), when governments have difficulties in establishing an effective cross border co-operation, 
the role of agencies referred to as boundary spanners becomes crucial to bridge the boundary on both sides 
of the border. This same mechanism can be observed along the border between San Diego and Tijuana. 

Governance on the U.S. side 

29. In the United States, governance is divided into the following: 

� Federal agencies and policies usually dominate air and water quality, national parks and public 
lands, endangered species, and other environmental issues, as well as issues that deal with law 
enforcement, immigration, and drug and contraband smuggling. The presence of national 
representatives in the San Diego region to address many of these issues highlights the importance 
of intergovernmental relationships, negotiations, and co-operation.  

� State governments often grant governing powers to local governments to distribute or manage 
resources. Water quality, coastal zone management, transportation (primarily highways), state 
parks, wildfire suppression, education policy, higher education, and economic development are 
examples of public policy areas in which the state has primary jurisdiction. Many of these issues, 
however, are managed day-to-day by the state’s local governments. Although public health care 
and welfare are largely the responsibility of state governments, in California these services are 
administrated day-to-day by counties. 

� Local government. In California, there are three primary local government entities: counties, 
cities, and special districts, and all are involved in the trans-border region. 
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30. Counties serve in many areas as the administrative agents of the state. The San Diego County 
Board of Supervisors is the elected policy body responsible for carrying out state policy for health, welfare, 
air quality, elections, courts, and criminal prosecution, and for making county policy in areas such as land 
use, transportation, law enforcement (including jails), public works in the unincorporated areas and vital 
statistics, and tax assessment and collection county-wide. The county is divided into incorporated areas 
within the boundaries of cities and unincorporated territory that lies outside of cities for which the county 
provides municipal services. Cities provide municipal-type services for the residents of San Diego 
County’s 18 cities, including fire-fighters, police, water, sewer, parks and recreation, library, public works, 
streets and roads, land use planning, and economic development. Special Districts are usually single 
service governments that are found throughout the county. Over 250 exist in San Diego County. These 
districts provide education (through school districts), most water, sewer, and fire services and a significant 
number of transportation services through the San Diego Unified Port District (Lindbergh Field and the 
Port of San Diego), the San Diego Association of Governments (SANDAG), and a transit district, the 
Metropolitan Transit Development Board (MTDB). 

31. The governance of San Diego in a cross-border perspective faces key challenges that include: 
regional transportation infrastructure decision making, fiscal reform and municipal charter reform.5 

Governance on the Mexican side 

32. On the Mexican side of the cross border region governance is organised as follows: 

� Federal. To understand governance in the Tijuana region, it is necessary to consider the highly 
centralised nature of the Mexican federal government, which predominated until recently. 
Traditionally, the majority of public services, such as urban administration, investment in 
infrastructure, environment, economic development, education, health, housing, and culture, 
among others, were directly provided by the federal government. As a consequence, the 
governing roles of the states and municipalities were marginal, including their capacity to 
co-operate or even communicate with local governments across the border. Bilateral relationships 
were controlled by the national government, even those related to functions of the local 
governments, such as transportation, urban planning, streets, and infrastructure for border 
crossings. This centralised model has been progressively modified in the last decade, creating 
space for states and municipalities to govern. 

� State. The state of Baja California has a governmental structure similar to that of California. Baja 
California consists of five municipalities, one of which is Tijuana. Among the state’s main 
responsibilities are health services, basic and higher education, large-scale urban infrastructure, 
potable water and wastewater systems (despite their municipal function), economic development, 
highways, environmental regulation, public ministry, and judicial police. The state’s financial 
structure is highly dependent on transfers from the federal government, as the state has little local 
tax or revenue sources. 

� Local. The municipality is the only form of local government. Due to recent decentralisation 
programs and the vigour with which administrative and political autonomy has been pursued, 
Tijuana’s municipal government is one of the most active in the country. In assuming greater 
autonomy, Tijuana’s city council has expanded traditional municipal services to include garbage 
collection, street illumination, police protection, vehicular traffic, regulation of construction, 
street maintenance, urban planning and development, and the civil registry for vital statistics. 
Additionally, the city council has enlarged its functions to include economic development, large 
projects of urban infrastructure, cultural programs, and sports. This trend is a further indication of 
the growing relevance of local government in Mexico. 
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33. As regards the governance of Tijuana, current reform concentrate on two key objectives: 
strengthening the municipal government and building fiscal capacity.6 

Trans-border governance 

34. The U.S.-Mexican border region has a need for the creation of boundary spanning, quasi-
governmental entities that transcend the border in order to accomplish public pursuits. Perhaps the longest-
running and best-known example of such an entity is the International Boundary and Water 
Commission (IBWC). Created in 1889, the IBWC deals with issues ranging from the maintenance of the 
boundary and its markers and the allocation of surface waters between the two countries to addressing 
some surface water sanitation issues, including the construction and maintenance of international sewage 
treatment plants. The IBWC works to produce co-ordination not only between the United States and 
Mexico, but also between and among their various governments. Thus, for the recent construction of the 
International Wastewater Treatment Plant, the IBWC worked closely with federal, state, and local 
governments on both sides of the border. The La Paz Agreement (1983) provided co-ordination on border 
environmental matters. This agreement eventually produced the Border XXI Program in 1996, which 
involves primarily U.S. and Mexican federal government entities, although the state and local ones are 
increasingly active in the process. The experiences of this program and the 1992 Integrated Border 
Environmental Plan for the Mexican-U.S. Border Area (IBEP) were preliminary steps toward bi-national 
environmental co-operation under the North American Free Trade Agreement (NAFTA). 

35. A more recent step in bi-national governance has been the formalization of previously informal 
relationships between twin cities. Examples include the agreements of cooperation recently signed by 
San Diego and Tijuana (1993), and those already existing between El Paso and Ciudad Juarez. These 
agreements have not created special organisms and usually experience limited efficacy, but they provide 
examples of city governments moving toward greater co-operation in exchanges of information, planning, 
and co-ordination. Binational collaboration and co-operation between the states of California and Baja 
California are particularly effective in the area of planning and development of transportation projects. The 
Bi-State Transportation Technical Advisory Committee (BTTAC), create in 1996 aims at co-ordinating 
local and state efforts to plan and develop transportation infrastructure for the border region to the 
year 2020. This body has increased technical exchange and bi-national planning and activity co-ordination 
among the transportation agencies on both sides of the border.  

36. The wisdom of boundary spanning has also been embraced by the North American Free Trade 
Agreement. NAFTA side agreements between Mexico and the United States produced new bi-national 
entities to address the environmental problems that plague the border region: the Border Environment 
Cooperation Commission (BECC) and the North American Development Bank (NADBank). Their tasks 
are to identify, co-ordinate, design, and finance environmental infrastructure projects, particularly in the 
areas of wastewater treatment, water pollution, and municipal waste problems. BECC is a bi-national 
organization representing states, localities, and the public on both sides of the border. NADBank is the 
financial arm of the process, providing evaluation of financial feasibility and developing financing 
packages for BECC projects. As bi-national institutions, BECC and NADBank have the ability to work 
with all levels of government on both sides of the border. An interesting state-level initiative that grew out 
of the NAFTA activities is the California Border Environment Cooperation Committee (Cal/BECC). 
Created by the governors of Baja California Sur, Baja California, and California in 1994, Cal/BECC is 
charged with identifying mutually agreed upon environmental infrastructure needs along the California-
Baja California border and seeking funding for those projects. Specifically, Cal/BECC works to help 
identified projects achieve BECC certification and NADBank funding. This three-state organisation also 
serves as a vehicle for environmental planning, technology transfer, and technical assistance programs.  
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37. The U.S. and Mexican federal governments now realize that they cannot solve all local 
transborder problems and that there is a need for local authorities in both countries to interact directly on 
issues of mutual concern. Accordingly, in 1992 Mexico and the United States created the Border Liaison 
Mechanism (BLM). The BLM enabled the consuls generals of Mexico and the United States in San Diego 
and Tijuana to convene the three levels of government from both sides of the border to address important 
issues. For the first time, local governments were enabled to directly work on bi-national issues. The initial 
committee of the BLM worked on border crossing issues at the ports of entry and later committees were 
established for public safety and mutual aid, migration and consular protection, water, and culture and 
education. 

38. The difficulty in co-ordinating different levels of government across the border has led to the 
creation of several other quasi-governmental, regional co-ordinating entities to circumvent governmental 
structures and issues relating to jurisdictional limitations and rivalries.  

39. Local examples in the San Diego region include: 

� California Coastal Commission (CCC). The CCC was created in 1972 as a regional entity to 
govern the California coastline through numerous governmental entities. The CCC was 
constituted to make decisions regarding land use and the environment along the 1 100-mile 
(1 770-kilometre) California coastline, addressing conflict and the lack of co-ordination that had 
previously existed in the coastal zone.  

� Local Coastal Program (LCP). The California Coastal Act of 1976 established a coastal boundary 
and mandated that all jurisdictions within that boundary prepare a Local Coastal Program. The 
City of San Diego’s LCP regulates development within the coastal zone with a comprehensive set 
of land use plans and zoning ordinances, although the CCC retains permanent authority for 
issuing coastal development permits for submerged lands, tidelands, and public trust lands. The 
San Diego LCP segments covering the southern part of San Diego and the International Border 
Planning Area were replaced in November 1999 by the Tijuana River Valley Local Coastal 
Program Land Use Plan. This plan shifts primary land use emphasis to preservation, 
enhancement, and restoration of the natural features of the area, while still allowing for limited 
recreational and agricultural use.  

� San Diego Association of Governments (SANDAG). In San Diego County, local governments 
created this regional council of governments under a state law (authorized Joint Powers 
Agreement) to provide for regional planning, inter-jurisdictional co-operation, and the 
co-ordination of transportation planning, criminal justice, demographic research, and other tasks 
mandated by both federal and state governments. SANDAG has taken an important initiative for 
the co-ordination of efforts with Mexico through the establishment of the Committee on 
Binational Regional Opportunities (COBRO) and a growing number of collaborative efforts with 
Mexico.  

� Infrastructure Financing Districts (IFDs). The framework for establishing IFDs along California’s 
border with Mexico was established by California Senate Bill 207, effective October 1999. This 
legislation allows cities and counties to form IFDs to finance regional scale public capital 
facilities that stimulate development and international trade in the zone that is three miles 
(4.83 kilometres) wide along the border.  

40. In Mexico, there is a trend to divide public functions among the three levels of government and 
their co-ordination is established case by case. Institutionalising intergovernmental co-ordination in 
Mexico is in its initial stages and, as a consequence, is problematic. Intergovernmental co-ordination is a 
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growing need that is just now being recognised in Mexico. Examples of inter-governmental institutions 
include: 

� Committee for Development Planning (COPLADE) (Comité de Planeación del Desarrollo). 
COPLADE incorporates the federal and state governments to promote urban infrastructure, such 
as highways and public services (e.g., water supply and electricity).  

� Committee for Municipal Development Planning (COPLADEM) (Comité de Planeación del 
Desarrollo Municipal). COPLADEM mainly involves local government, although federal and 
state governments are also invited to participate. It is a weak organism used to articulate 
intergovernmental relationships. 

Part 3: Key issue from a comparative perspective 

41. Under many respects, the border regions of San Diego/Tijuana and Vienna/Bratislava have 
similar characteristics and face common challenges. The analysis of the San Diego/Tijuana case allows to 
single out a set of issues on which a comparative discussion can be of particular interest for 
Vienna/Bratislava. The first regards equity and the social challenges posed by globalisation. The second 
has an economic nature and relates with competitiveness of cross-border regions and economic 
interdependence. The third relates to governance and in particular to the difficulties to establish a fruitful 
cross-border co-operation among regions governed by very diverse systems.  

The Equity challenge  

42. The 21st century is a global one, in which regions engage in international business and trade and 
compete to attract foreign investments. Such scenario provides tremendous development opportunities and 
challenges. One of the most relevant challenges faced by policymakers in San Diego/Tijuana and 
Vienna/Bratislava regards equity and the existing inequalities within their region. 

43. Several reports indicate that income inequality is growing significantly in San Diego/Tijuana. 
Evidence shows that the distribution of income in California has shifted consistently in recent decades, 
with the share attributable to the top percent of returns rising and that for the bottom percent falling.7 While 
in recent years income has risen throughout the distribution, the shift has nevertheless continued and even 
accelerated. As regards the Mexican side of the border region, we know that Mexico's income distribution 
is among the most unequal in OECD Countries and that, despite the impressive growth performance and 
sizeable inflows of FDI the situation hasn't improved in the last decade (OECD, 2003a).  

44. The inability to substantially improve the relative position of the most disadvantaged through 
the 1990s presents a significant development challenge that will likely require additional measures targeted 
specifically to the poor. The expected outcomes of policies that focus on fostering the emergence of a 
market economy will be hindered by the large segment of population lacking the capability to take full 
advantage of the new opportunities created. A critical development challenge in both San Diego/Tijuana 
and Vienna/Bratislava is the need to integrate all sectors of the society into the economic life and to target 
effectively the significant share of the population that lacks opportunities to share the benefits increased 
cross-border interaction. 

45. The considerable differentiation across economic groups helps to make sense of the effects of 
trade reform on the less well off in Mexican regions bordering the United States. Generally, an expected 
impact of free trade is to increase the demand for lower-skilled workers in the less developed partners due 
to specialisation in low-skill labour-intensive activities. Increased demand for low-skill workers would 
increase their wages thereby reducing the level of economic inequality and poverty. The phenomenon 
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observed in Mexico is characterised by substantial inflows of foreign direct investment in border regions 
which has increased the productivity of workers that were already skilled, relative to the composition of 
existing industrial employment. This contention coupled with the discussion on income distribution and the 
main sources of income by group summarised above suggests that the type of export-led growth pursued 
up to now in the region cannot be the sole engine of equitable development as it favours groups in the 
upper middle and highest strata of the income distribution.  

46. As with income, the distribution of human capital across social levels is highly unequal in 
Tijuana (and more generally in Mexico). Such distribution, as measured by educational attainment by 
income deciles, became slightly more equal throughout the 1990s. There are several indications that 
existing educational disparities have made a large contribution to income inequality. Apparently, the 
returns to education have increased much faster at levels of attainment well above those of the middle and 
low-income groups. Studies attempting to explain poverty in Mexico have concluded that education is the 
dominant population characteristic differentiating the poor from the non-poor (OECD, 2003a). 

47. In this context, regions like the San Diego/Tijuana and the Vienna/Bratislava need to couple 
actions aimed at increased competitiveness and cross-border trade, with initiatives targeting social 
exclusion. This is not only for equity purposes but also because, in the long run, it will also give a crucial 
contribution to the creation of the framework conditions that are necessary for the competitiveness of the 
cross-border region. In particular, policy makers of the two cross-border areas need to focus their action on 
increasing the scope and effectiveness of their education and training policies. Particular efforts in 
bi-national regions with relative high income imbalances are needed on the weakest part. Both Tijuana and 
Bratislava need serious investments to boost higher levels of literacy and labour force skills in order to 
allow the regions’ human capital to move into a more complex and higher value added activities. A crucial 
challenge, in order to allow workers to avoid remaining stuck in low-wage industries is to upgrade their 
knowledge of emerging technical fields by providing flexible training programs that can quickly adapt to 
evolving technologies. In this framework, resources for cross-border collaboration might be best utilised to 
develop capacity and underwrite costs of necessary equipment in vocational training centres on the 
weakest part of the border region. 

Economic interdependence and competitiveness 

48. The economic liberalisation undertaken in recent years and the corresponding trade expansion 
has helped firms to adjust and to increasingly engage in the export business. However, the increasing gap 
between the domestic sector and the export sector is a salient characteristic of the Mexican economy and a 
particularly relevant problem in the Tijuana region. Productivity benefits are slowly diffusing to the 
maquiladoras and have not yet reached the non-exporting small firms. It is against this background that 
action is needed to address the segmentation of the economy on the Mexican side of the border region the 
need to increase co-ordination with regional programmes and to emphasise human resource development. 
Historically, industries in Northern Mexico have consisted mainly of isolated sets of firms with very 
limited subcontracting down the productive streams. To date this continues to be a particular characteristic 
of most segments of Mexican industry, with significant consequences. In effect, in many instances there is 
a lack of linkage between small- and medium-sized domestic producers and many of the large export-
oriented enterprises – both national and foreign – that have established operations in the border region and 
achieved great dynamism in recent years. In particular, the maquiladoras are characterised by a minimal 
utilisation of domestic suppliers, thus de-linking from the internal market to a great degree.  

49. However, in what constitutes an interesting development of recent years, there have been signals 
that a different pattern of industrial development may be starting to emerge. In particular, the number of 
endogenous developed clusters has been increasing in the regions bordering the United States. This 
diffusion of clusters is implying a different microeconomic place-based foundation for economic 
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development that represent an increasingly important competitive advantage for Tijuana region that 
requires policy actions to be maintained and reinforced. Overall, the entry into force of NAFTA in 1994 
has played a pivotal role in explaining the increased competitiveness of the Tijuana region. The area was 
enabled to further exploit its locational advantage conferred by proximity to the United States, in order to 
attract FDI and increase exports. In addition, there are advantages regarding the co-ordination with parent 
firms in the United States and the supply of technical and executive U.S. personnel, among others. 
Likewise, the development of productive clusters and higher quality of domestic suppliers provides a 
source of competitive advantage for the regions hosting the clusters. In this respect, the increase in 
inter-firm relationships within regional settings that has been witnessed since the entry into force of the 
agreement has had positive effects on microeconomic conditions in the Tijuana region, with important 
implications. 

50. Given the fragmentation of the Tijuana economy, a major issue for federal and local policy is to 
continue the creation of a business environment to strengthen the present wave of foreign investment. This 
policy should upgrade the domestic sectors so that linkages, value chains and networks can be formed in 
order to achieve a better distribution of the benefits of FDI to the rest of the economy. This is a point that 
should be kept in consideration by policy makers in Bratislava. Given that SMEs are crucial for the 
economies of the “weakest” sides of the cross-border regions, there is a need to integrate regional 
programmes and enterprise policies within a strategy aimed at enhancing the innovative capacity of the 
small, micro-business sector and its skill intensity. Overall, linking FDI with the domestic sector will 
require taking into account decentralised initiatives and local conditions. At the same time, the strongest 
parts of the two cross-border regions (San Diego and Vienna) should capitalise on the networks and 
language skills among the region's large immigrant communities to explore market opportunities. 

51. Moreover, joint strategies should be pursued to promote trans-border co-operation between firms 
and institutions. Active channels of communication are critical to avoid an under exploitation of 
comparative advantages that may arise from cross-border partnerships among firms. This should include 
extensive co-operation in the research and education fields as well as the development of networking 
institutions in the key industry clusters of the cross-border region. To this extent an umbrella organisation 
might be necessary to co-ordinate actors and their activities (see next section on Governance). 

52. As Hanson (2001a) amply demonstrated in the case of the San Diego/Tijuana region, but the 
concept can be applied to Vienna/Bratislava, it should be kept in mind that there are at least two channels 
through which cross border integration can cause economic activity in the “strongest” part of the cross-
border region (San Diego and Vienna) to expand. First, an increase in trans-border trade may increase 
consistently the demand for transportation and distribution services provided near the border. Second, the 
existence of transport costs gives firms that export to the “weaker” country (or in the case of San Diego, 
that supply maquiladoras with inputs) an incentive to locate their operations in sites relatively close to the 
border. In this framework, cross-border co-operation has to be understood not only as an opportunity for 
the poorest part of the trans-border region to catch up, but as a source of opportunities for both regions and 
countries involved. 

Light institutionalisation of cross-border governance 

53. The integration happening in San Diego Tijuana Region, just like in Vienna/Bratislava, gives an 
example of a complex space, characterised by the presence of loosely linked actors with often shared 
purposes but not shared authority, where problems requiring co-operation spill across boundaries. In such a 
context governance is particularly problematic.  

54. The San Diego/Tijuana case is characterised by a different geopolitical context than the one in 
Vienna/Bratislava but both areas share similar governance problems. In Europe there is a supranational 
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integration logic in play supporting a range of EU organisations and programmes to facilitate greater 
economic, social and spatial cohesion. The integration within the North American model begin with a more 
limited integration logic, primarily characterised by economic goals and exemplified by the NAFTA 
agreements. In this case, the primacy of national sovereignty remains untouchable and cross-border issues 
maintain a relative low profile on national political agendas. The business sector is the driver of many 
cross-border efforts and the involvement of public agencies varies by region. 

55. The following are among the most relevant problems arising in this context. 

� The interests of border regions typically receive inadequate (and at times, unwelcome) attention 
by national governments.  

� In some instances, national government inattention or the “wrong kind” of attention leads to 
discontent and generates calls for more autonomy on trans-border issues of greatest concern to a 
locality or region. In other instances, demands for attention have conflicting aims (the U.S. 
Southwest’s border communities’ simultaneous calls for greater order and security, on the one 
hand, with continuing commercial access to consumers from across the border, on the other hand, 
is an example of contradictory aims). 

� Business and commercial interests are the drivers of better cross-border relations across both 
regions. However, they also serve to complicate such relations: 1) when their interests are in 
conflict with national regulations (regarding the legal status of border-crossers, for instance); 
2) when national regulations and the way in which federal authorities implement them are 
inherently contradictory (such as in the often conflicting aims between the greater facilitation of 
legitimate traffic and greater control over illegitimate one); or 3) when communities take 
initiatives in the absence of clear federal government mandates about an issue. 

56. Even if the contexts are different both cases share the lack of overarching institutions that might 
co-ordinate spatial policies, the market ties are vibrant but frustrated by fragmented political authority. 
Although there are many cross-border initiatives, few appear capable of acting as a collective political 
actors speaking for the interest of the cross-border region. The lack of mechanisms for collective 
representation becomes a real problem. This seeming absence of top-down structures and rules has 
encouraged a bottom-up approach that gives birth to a variety of sub-national coalitions and partnerships 
that are highly sector specific. At the local level, communities on both sides of a common border are 
thinking (and acting) creatively and often collaboratively in responding to common problems and pursuing 
common interests. In all instances, however, two weaknesses have become obvious. 

1. the lack of an effective mechanism for border communities to build their capacity to aggregate 
and articulate their interests; and  

2. the lack of a formal mechanism for communities to convey their interests to the appropriate 
central government policy-making bodies in a manner that guarantees a fair hearing.  

57. Central governments typically think of their responsibilities toward borders within the framework 
of “reasons of state”. Such thinking, especially when “security” concerns enter the mix, reinforce the 
tendency of bureaucracies to make decisions unilaterally and thus ignore local dynamics and preferences. 
First of all it has to be adequately recognised that as cross-border contacts increase, local officials, in 
partnership with business interests, religious organisations, and community-based and other relevant 
groups, play increasingly significant roles in the ongoing discussions about and the making and 
implementation of policies that affect their lives.  
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58. National governments must show willingness to adapt their management and enforcement 
practices to local conditions. Obviously, there is no “one-size-fits-all”. History, topography, economy, the 
level of local engagement, the skills of the local/national managers officials guarantee enormous variability 
in the delivery of the border policies. Such a situation could be approached from two distinct, yet 
ultimately converging, tracks. The first one focuses on continuing with the multiplicity of contacts, the 
deepening of bilateral engagement, and the focus on pragmatic problem-solving. The second track should 
focus instead on finding appropriate ways to proceed to a “light institutionalisation” of current cross-border 
co-operation and overcome the limits of unframed bilateral initiatives. Until now, existing co-operation 
among municipalities on the one hand, national political co-ordination and redistributive mechanisms on 
the other have prevented such a scenario from taking place. If the interdependence of problems within the 
cross-border region seem on the rise (from immigration to economic development and housing), the 
co-operation across the two borders remains limited to a large extent. Planning is an example. The risk of 
fragmentation of cross-border governance is therefore not marginal. 

59. There is a wide array of possibilities between status quo and the creation of a formal authority. 
One possibility is to establish a system of regional governance achieved through incentives and voluntary 
co-operation. A strong contract system could be developed as an official system of regional development. 
This would include different contracts for different regional entities and for different problems. In addition, 
a cross-sectoral/cross-border agency could be set-up. Such authority could include in its functions issues 
related with transportation, land use planning, social housing, environmental sustainability and culture. 
Increased coherence in cross-border co-operation could potentially enhance the economic competitiveness 
and sustainability of the region. Sustainability could also be fostered through the efforts of such an agency. 
Institutionalising these mechanisms of trans-national co-operation is suggested by the newly gained 
autonomy of local authorities both in the European context and in the San Diego/Tijuana case, where 
strong local powers on the U.S. side are now accompanied by a recent sustained process of decentralisation 
in Mexico. Of course, local capacity building and increased revenue raising on the weakest part of the 
border are crucial elements of the implementation of such kind of strategy where asymmetries in 
administrative capacities and available resources need to be levelled. 

60. In this context, the role of political leadership in the two areas should be to mobilise different 
groups beyond government and to structure a mode of governance within which different types of 
organisation may play a role. Instead of going too far along the road on polycentric governance, it is 
recommended to organise them. The focus on the integration of different policy networks for instance 
paves the way to reintroducing politics, legitimacy, and collective choice. The process of structuring a 
mode of governance of the both the San Diego/Tijuana region and the Vienna/Bratislava area should be 
encouraged by the central government. Managing the growth of the two regions is crucial in the long term 
to avoid wasting resources and to reap up the benefits of globalisation. 
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ANNEX I 
 

SAN DIEGO-TIJUANA MAP 

Figure 1. The San Diego -Tijuana cross-border region 
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NOTES 

 
1. Recent data from southern California and Mexico challenged the notion that the demographic profile of 

post-1970 Mexican migrants to the United States has remained constant. Evidence was found that more 
recent cohorts of migrants: 1) are more likely to settle permanently in the United States; 2) have higher 
proportions of females; 3) are younger, 4) have higher educational attainment; 5) are increasingly likely to 
originate in southern Mexico and the Mexico City Metropolitan area; and 6) are increasingly likely to 
depart from urban areas within Mexico..  

2. See in particular Hanson (2001a) for an analysis over the period 1975-1989. 

3. See, in particular, the Commission on Immigration Reform and Secretaría de Relaciones Exteriores, 1997.  

4. The South County Economic Development Council is a non profit organisation formed in 1989 by a group 
of South San Diego County's business and community leaders.  

5. See Governance and Public Finance in the San Diego/Baja California Region, San Diego Dialogue, 
July 2000. 

6. See Governance and Public Finance in the San Diego/Baja California Region, San Diego Dialogue, 
July 2000. 

7. See for instance San Diego Dialogue, Sharing the Benefits of Global Trade: Visions for the San Diego/Baja 
California Region, September 2000. 
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