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INTRODUCTION

The systemic transformation and the accompanying restructuring processes in the Central and
Eastern European (CEECs) countries produced a negative effect in the form of unemployment. In the
first stage of the transition, unemployment was structural in character and associated with the
closure of unprofitable, large state-owned enterprises or their transformation resulting in
considerable layoffs. In consequence, the unemployment rate was spatially differentiated and
showed a marked tendency for concentration in economically monofunctional areas, which were
particularly strongly affected by the systemic transformation, unlike regions with a diversified
economic structure. It was membership of the European Union that proved a significant factor in
curbing the unemployment rate as it fostered good economic environment and opened up the EU15
labour markets to workers from the new Member States. Nevertheless, each of the analysed
countries still has regions with a considerable scale of social problems, which is usually accompanied
by high unemployment. For this reason, the paper aims first and foremost to identify such regions,
then indicate the reasons hindering their development, show manifestations of the lack of social
cohesion, and offer a qualitative analysis of the measures taken with the aim of resolving social
problems on the basis of three case studies.

1. National unemployment

At the end of the first decade of the transformation, the labour market situation in the CEEC
macroregion varied considerably between countries (Fig. 1). According to the Labour Force Survey
(LFS), the unemployment rate at the end of this period was relatively low only in four countries
(Romania, Hungary, Slovenia and the Czech Republic — about 8%). In the wake of their EU accession,
these countries recorded a drop in unemployment down to 5-6% (except Hungary, where a slight
increase could be observed in this period). In the remaining countries, the labour market situation in
2000 was much worse, ranging from ca. 11.5% in Estonia to 16.0% in Slovakia. For these countries,
EU accession meant a significant decrease in the unemployment rate, the greatest in Poland and
Slovakia (from 19% in 2004 down to 7% and 9.5%, respectively, in 2008). The situation in the
remaining countries started to improve, although on a relatively smaller scale - in 2001 and
unemployment fell to approximately 6%. This picture was changed radically in all the countries of the
macroregion post 2008 (when unemployment ranged from 4.4% to 7.8% in all the countries except
Slovakia) in the wake of the global financial crisis. The Baltic states were hit particularly badly (with
unemployment soaring to 17-20%), but the remaining countries were also seriously affected. In
addition, while the Baltic states, particularly Estonia, saw a distinct fall in unemployment post 2010,
in most countries the situation deteriorated even further (especially in Bulgaria and Slovenia) or
stabilised at 2010 levels.



Fig. 1. Unemployment rate in CEECs in 1999-2013 [LFS]
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Source: prepared by the authors based on Eurostat data.

The trend in terms of the percentage of long-term unemployed (over 12 months) was similar to that
observable for the unemployment rate (Fig. 2). Slovakia was found at one extreme in this regard,
with as many as 70% of long-term unemployed in the total number of unemployed in 2013. Prior to
EU accession, in most of the remaining countries the share of long-term unemployed typically ranged
between 45% and 60%. In the period of greatest prosperity, i.e. the years 2008-2009, it fell to a mere
20%-30% (except Slovakia, Bulgaria and Hungary), to increase again to a level of 40%-50% during the
economic crisis (except Bulgaria —almost 60%).

Fig.2. Percentage of long-term unemployed (over 12 months) in CEECs
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2. Regional unemployment

It is difficult to compare unemployment at the NUTS3 level between the CEECs due to the differences
relating to the regulations used to determine the registered unemployment rate and the scale of
hidden unemployment in agriculture. On the other hand, the Labour Force Survey (LFS) is
representative only of the NUTS2 level, whereas at lower levels of aggregation it is fraught with an
estimation error owing to the small size of the sample. The most recent estimates for the NUTS3
subregions published by Eurostat were for 2009. For this reason, we used information on the
unemployment rate based on the registers, and then related it to the LFS estimates, which were also
used to select the regions to be covered by qualitative research.

In 2002, the highest unemployment was recorded in the regions of northern and western Poland,
eastern and southern Slovakia, eastern part of Hungary and northern Bulgaria (Fig. 3). In the majority
of the remaining countries, some isolated regions could be found which were also characterised by
high unemployment (Narva in Estonia, Latgale in Latvia, Ustecky kraj in the Czech Republic, Pomurska
region in Slovenia, Vaslui district in Romania). Importantly, however, despite the changes in the
unemployment rate both during the time of prosperity (until 2008) and the economic crisis (statistics
from 2012), the same regions would continue to be most affected by this problem. This suggests that
the permanence of this phenomena is associated with its structural nature (e.g. in Poland connected
with the liquidation of state farms in the Northern and Western Territories).

Fig. 3. Registered unemployment rate in CEECs’ NUTS3 regions in 2002-2012 [%]
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Source: prepared by the authors based on data from national central statistical offices.

The comparison of the scale of unemployment using different sources of information can be quite
illuminating (Fig. 4). For instance, if registered unemployment is much higher than surveyed
unemployment, this could point to a significant grey sector of the economy or a large scale of
temporary economic emigration, which in effect translates into relatively less acute social problems.
In a reverse situation, it could suggest an underestimated level of registered unemployment, which
could be a consequence of partly leaving out frictional unemployment relating to school leavers and
graduates, and dependent persons, from the statistics, and can in effect be a symptom of much more
serious social problems.

In 2002, such phenomena as potential grey economy or temporary economic emigration (marked in
red) were visible mainly in some border areas (Poland, Romania), in southern and eastern Hungary
and in the vicinity of major metropolitan areas (Warsaw, Sofia). In the former case, this suggests the
possibility of earning unregistered income from handling cross-border interactions, mainly at the
external borders with Moldova, Ukraine, Kaliningrad Oblast, and on the other hand - to work
commuting within the boundaries of the metropolitan macroregions. On the other hand, more
serious social problems than registered ones were encountered mainly in metropolitan centres and
their surroundings (which could be associated an with underestimated volume of frictional
unemployment, and graduates seeking their first job and failing to register as unemployed). In 2008,
it could be expected that the prevalence of registered unemployment was a consequence of the
scale of seasonal migrations abroad, a phenomenon which was especially visible in Poland.



Fig. 4. Differences between registered unemployment and surveyed unemployment rate in CEECs
[percentage points]
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Interestingly enough, changes in the unemployment rate both during the period of prosperity (2002-
2008) and economic crisis (2008-2010) were only slightly dependent on the dynamics of economic
growth in a given region (Tab. 1). When the economic situation was favourable, the drop in
unemployment was mainly visible in registered unemployment rather than surveyed unemployment.
On the other hand, in the crisis conditions GDP contraction would entail an increase in surveyed
unemployment rather than in registered unemployment, although the difference was not very
significant. In effect, this suggests complex circumstances determining the labour market situation.
The main such reason was the change in the factors driving economic growth, which was mainly a
consequence of increased productivity and not use of the available pool of labour. In consequence,
the labour market situation was on the one hand determined by social processes (such as motivation
for work and temporary economic migrations), and on the other was a result of social policy and the
attendant various forms of assistance for households with lower incomes as well as labour market
regulations (such as minimum wage).

Tab. 1. Correlation between real GDP change and change in unemployment rate in CEECs*

Change in registered Change in unemployment rate
unemployment rate [LFS]

Real GDP change 2002-2008 -0.32 -0.25

Real GDP change 2008-2010 -0.30 -0.33

* Pearson correlation statistically significant at a level of 0.05
Source: prepared by the authors.




The choice of regional case studies for qualitative research was based on finding extreme examples
in terms of the unemployment rate in each of the macroregion’s countries (Tab. 2). Firstly, we
decided to select the regions which in 2008 (i.e. before the first symptoms of the financial crisis were
felt) had the highest unemployment rate according to the labour force surveys (it was assumed that
the LFS better illustrates the scale of social problems than the registered unemployment rate). In this
regard, especially conspicuous were the Bulgarian region of Shumen, with nearly 300% of the country
average, the Romanian region of Gydr (250%), and the Hungarian region of Nyiregyhdza, with 225%
of the country average. They were followed by Banskobystricky kraj in Slovakia and the Narva region
in Estonia with 190% of the country average, together with the Czech and Polish regions (180% and
170% of the country average, respectively). In the remaining countries, the extreme values did not
exceed 150% of the national average, with the smallest difference being recorded in Lithuania (the
Klaipéda region - 110% of the country average). Secondly, our choice was also informed by the
‘exceptionality’ of a given region in its respective country, arising from its being clearly different from
the neighbouring region in a given category. Ultimately, the regions of the following cities were
selected for research: Shumen (Bulgaria), Banska Bystrica (Slovakia) and Narva (Estonia).

Tab. 2. Regions with highest unemployment rate in 2008 r. in individual CEECs*

Country  Name Unemployment  Unemployment  Unemploymenr  Unemploymenr  Unemploymenr  GDP per capita GDF per capita

rate LFS 2002  rate LFS 2008 rate LFS2002 rate LFS 2008  rate change (country average (country average
{country {country 2002-2008 =100) =100} change
average=100)  average=100} (country 2002-2008 [pp]
average=100)

SK Banskobystricky kraj 25 19 136 195 59 75 -1
osicky kraj 24 13 1289 141 12 a2 8
HU Szabolcs-Szatmar-Bereg 9 18 157 224 67 53 -2
Borsod-Abadj-Zemplén " 15 183 188 6 63 1
RO Gorj 7 15 a2 250 168 89 -31
Brasav 13 14 154 233 79 12 -18
PL Walbrzyski 32 12 163 168 5 76 3
Koszalinski 30 12 151 166 15 80 2
BG Shumen 30 17 170 296 126 65 8
Razgrad 27 15 153 264 1M 60 -25
EE Kirde-Eesti 20 " 180 205 15 63 0
Léuna-Eesti " G 105 107 2 69 1
LV Vidzeme " 9 M 123 32 59 0
Latgale 18 8 147 12 -35 51 3
cz Ustecky kraj 13 8 178 180 1 a0 -1
Karlovarsky kraj 7 8 99 173 74 71 -13
Sl Pomurska 8 8 132 175 43 65 il
Podravska 9 G 143 130 13 83 0
LT Klaipedos apskritis 12 7 90 124 3 102 5
Telsiu apskritis) 15 7 112 116 3 23 1

* regions with names in bold were selected for qualitative research
Source: prepared by the authors based on Eurostat data.

3. Development of regions with a concentration of social problems based on case studies

Labour market problems can pose a threat to social cohesion also in its other dimensions such as
access to public services or the scale of social inequalities. Quite obviously, these problems may be
found in all the regions, but nevertheless it is justified to assume that the concentration of social
problems should be the greatest in regions with a high unemployment rate.



3.1. Development trajectories and social problems

In terms of GDP measured in EUR, despite a concentration of social problems, the analysed regions
attained a major development success which largely stemmed from the improving situation
nationally (Fig. 5a). In 1995-2008, GDP in EUR per capita increased fourfold in the Slovakian and
Estonian regions, and threefold in the Bulgarian one. This accelerated rate of growth was especially
visible after the EU accession of Estonia and Slovakia, which can suggest both direct (EU funds) and
indirect (market freedoms and attractiveness for inward investment) positive effects of membership.
On the other hand, all these three regions were hit by the 2008 crisis, albeit to varying degrees. In
case of Slovakia, the crisis was short-lived and limited to 2009 alone, Estonia also recovered fairly
quickly even though the regional economy had suffered a heavy slump, whereas in Bulgaria GDP
expressed in EUR contracted only slightly.

Fig. 5. Change of GDP per capita in analysed regions
a) [in EUR]
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The situation of these regions compared to the rest of the country, however, was much more
unfavourable (Fig. 5b), with considerable differences in the observable trajectories depending on the
period under analysis. In 1995, all the three regions were at a similar level in terms of GDP per capita,
at a level of approximately 80% of the national average. Later, the relative rates of their growth
began to differ sharply. In the case of Banskd Bystrica, the situation was stable as long as 2003,
whereas directly in the wake of EU accession the region started to lose in comparison with the
national average (a 15pp contraction over a two-year period). Stabilisation at a level of 75% of the
country average came later, and was maintained also during the financial crisis. On the other hand,
the position of the Estonian region was deteriorating fast until 2004, when it stabilised at a level of
approximately 65%, with some prospects for improvement noticeable in the recent years. At the
same time, the situation in the Shumen region (Bulgaria) was highly unstable until 2000, after which
it started to deteriorate, although with some intervening periods of stabilisation, bringing the
development level of the region below 60% of the country average.

The registered unemployment rate was falling in all the three analysed regions (Fig. 6a), although the
beginning of this process varied in time, ranging from 2000 in Narva, 2002 in Shumen, and 2004 in
Banska Bystrica, which in the latter case had a bearing on its value in 2008 (the earlier the
improvement took place the lower the unemployment rate). However, in the wake of the crisis the
unemployment rate was back to the 1999 levels in a span of merely three years, ranging from 20% in
Banska Bystrica to nearly 30% in the Shumen region. Interestingly, however, while in the period of
economic prosperity the situation of the analysed regions worsened relative to the national average,
some improvement in that regard could be observed during the economic crisis.

Fig. 6 Dynamics of unemployment rate in analysed regions [LFS]*
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3.2. Barriers to regional development and social problems

Based on the analysed case studies, we can offer the following summary of the reasons underlying
the social problems occurring at the regional level in the CEECs. The first observation is associated
with the hypothesis that the ineffective economic restructuring (often associated with its low level of
diversification, e.g. Shumen) and not very successful privatisation (e.g. Narva) and social problems
are interlinked. It can be said that restructuring led to the collapse of the local labour markets which
fail to offer a sufficient number of jobs to local residents. In consequence, residents have to adapt to
the new circumstances, usually involving either economic emigration, a solution typically chosen by
the most resourceful individuals, or becoming dependent on different kinds of social welfare support
provided by the public authorities via transfers from the central budget. On the other hand, long-
term dependence on such assistance cripples both the willingness and opportunities to find
employment. In consequence, the region is not attractive for inward investors because potential
employers can have problems with hiring workers and their motivation for work also in a situation of
high unemployment, which can hamper the expansion of local enterprises. In effect, a vicious circle is
produced, whereby the potentially large supply of labour offers no stimulus for generating demand.

It is often accompanied by efforts on the part of the public authorities to maintain the existing model
of regional development, which is usually an industrial or agricultural one. In consequence, this does
not help to speed up the economic restructuring processes. It can also lead to a dependence on the
former development path [lock-in] and suppress the expansion of other types of activities which are
better suited to address the existing external conditions. At the end of the day, reducing the scale of
problems for a short time may in the long term lead to their gradual aggravation, which may be,
among others, associated with the low wages of workers employed in low-productivity sectors.
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Another specific factor clearly visible in the analysed regions is a high share of ethnic and national
minorities, which can lead to various problems such as language difficulties and can cripple the
opportunities to find work, in effect forcing people into long-term unemployment, with all the
consequences of such a situation. Moreover, representatives of the minorities may be specialised in
specific sectors of activity, such as tobacco growing in Bulgaria, which makes them particularly
susceptible to changes in the external economic climate.

3.3. Various dimensions of social cohesion

As mentioned above, social cohesion may be discussed in various dimensions, starting from the
labour market to availability of services to social inequalities. Below is an attempt to characterise
these dimensions using the example of the three analysed regions, drawing also on the information
gained during the remaining seven other non-metropolitan qualitative case studies conducted as part
of the GRINCOH project.

Labour market

The analysed regions show a specific mix typical of peripheral regions, which comprises low
employment rates on the one hand (and often, a rebours a high unemployment rate) in the context
of a generally low level of economic activity of the population. This is a result of considerable
migratory outflow (especially of young people) to the country’s core regions and abroad caused by
the fact that unemployment affects particularly local school-leavers and graduates on the one hand,
and on the other economically inactive individuals aged 50+, who often receive various forms of
social welfare support. In some cases, it is accompanied by hidden unemployment in agriculture (e.g.
Shumen). Unemployment is usually structural in character, reinforcing its long-term nature (e.g.
Narva). One negative consequence of this is inheriting learned helplessness by the younger
generation who has grown up in the conditions of economic deprivation and dependence on external
assistance (e.g. Banskd Bystrica). Combatting this phenomenon is made difficult by the low spatial
mobility of the affected social groups (including work commuting within the region), leading to the
petrification of social and spatial segregation. It often results in the claim-based attitudes being
reinforced and evolving of a special kind of ‘resourcefulness’, that is the ability to find and use the
assistance offered by the social welfare services. At the same time, entrepreneurship is relatively
weakly developed, and new businesses are more frequently started out of necessity (labour market
difficulties) than out of a wish to make use of the opportunities and market niches. The traditional
training profiles offered in the secondary school system are as a rule not very helpful in breaking the
impasse in the labour market, as they frequently do not match the labour market needs.

On the other hand, it should be noted that, in some cases, low employment may be a consequence
of a well-developed grey economy, fuelled by the border location (e.g. Narva), but also of large
transfers from relatives working abroad, which could discourage the recipients from undertaking any
vocational activity. In such a situation, employers often express opinions that finding workers with
the required qualifications is sometimes quite difficult.

Access to public services
Problems with access to public services in the sphere of education and care provision are

encountered mainly at the lowest and highest levels. In particular, the availability of creches and
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nursery schools in some regions is not sufficient. This leads to problems associated with the
economic inactivity of women in the child care period, which could reduce family incomes and
exacerbate the discrimination of women in the labour market. Nevertheless, in some regions the
process of population ageing is so advanced that there is an oversupply of such places, which in turn
requires restructuring measures to be taken, as a result of which some establishments are closed
down. On the other hand, there is a problem with access to higher education institutions, which offer
fewer courses and lower quality of instruction than universities in major urban centres. This makes it
difficult to fulfil educational aspirations, especially for young people from poorer families who cannot
afford to cover the higher costs of studying outside of their place of residence. In some regions, these
shortcomings are, to some extent at least, compensated for by the educational offer of the non-
public higher education sector .

As regards health care, the encountered problems are mainly associated with rural areas, in addition
to the ageing of the local communities. In the case of the former, access to specialist physicians is
usually a problem, while the ageing process, also visible at national levels, reveals that the health
care and social welfare systems are poorly prepared to tackle this challenge. In particular, there is a
shortage of specialists in geriatrics, whereas the social welfare services fail to fully acknowledge such
problems as mobility of elderly people.

In the cultural sphere, there is a clearly worse access to high culture in smaller cities and in rural
areas. On the other hand, it should be noted that demand for high culture is as a rule smaller in such
locations as they show a clear preference for popular culture, which is largely associated with the
differences in the education structure between metropolitan and non-metropolitan areas.

Without underestimating the role of the aforementioned problems, it should be stressed that access
to the above services is usually better in such regions than could be expected solely on the basis of
their affluence measured in GDP per capita and relative to the national average. This indirectly shows
the scale of the transfers from the central budget which allow for the provision of public services in
the analysed regions at a standard which is typically regarded as satisfactory (e.g. Banska Bystrica).

Social inequalities

Three basic dimensions of social inequalities driven by the processes discussed above can be
distinguished in the analysed non-metropolitan regions.

The first is refers to the traditional urban-rural dichotomy. Nonetheless, some changes should be
highlighted which had taken place in the CEECs in the recent years. Firstly, some of monofunctional
cities where restructuring processes failed to boost the economy are affected by various social
problems, which in effect means that their development and affluence level does not significantly
differ from the incomes earned in those rural areas which have successfully completed their
agricultural restructuring. In particular, this applies to the pockets of deprivation existing in those
cities. On the other hand, income deprivation in rural areas affects especially the most peripheral
regions, including montane and submontane areas with poor natural conditions for the development
of farming.

The second dimension of inequalities affects elderly people, which is particularly well visible in the
depopulating areas and which can seriously restrict access to public services, especially given the

12



limited mobility of this age group. This generates the demand for specific types of health and care
services, for the provision of which both the health and the care systems are as a rule prepared
rather poorly.

The third dimension of the inequalities affects ethnic and national minorities, especially in their
poorer access to education and in effect worse performance at school. It can also pose barriers to the
promotion at work, being employed at certain positions or performing various official functions in
the local or regional community.

It should be added, however, that social pathologies, including those associated with excessive
consumption of alcohol, are still among the major causes of the existing social problems and
inequalities.

3.4.Local responses to social problems

The effectiveness of the local responses of the public authorities to the problems outlined above in
the regions of their heavy concentration is rather limited. This is due, firstly, to the large scale of
these problems with the same instruments being available to resolve them as in the other regions of
a given country. In effect, resolving them is more often than not beyond the competences and
budgets of the local and regional authorities. For instance, Banskobystricky kraj in 80% depends on
transfers from the central budget, and the share of fixed expenditure in the regional budgets is close
to 90%. The weak local responses to these problems are also negatively affected by the lack of well-
developed horizontal and vertical cooperation between the individual actors. In addition, strategic
planning is not well developed, and the adopted strategies are frequently amended, which hampers
their efficient implementation. As a result, there is no factor that could stop the negative feedback
between the specific components of the regional socio-economic system.

3.5. Role of external intervention in addressing social problems

Access to EU funds, especially programmes financed from the European Social Fund, allowed
undertaking a number of measures aimed to alleviate or resolve regional social problems. As regards
the labour market, various training courses and programmes were particularly popular measures,
which were expected to enhance the quality of the human capital and its better tailoring to the
requirements of the enterprise sector. Despite considerable funds earmarked for these activities,
their effects are evaluated poorly or very poorly in terms of both effectiveness and value for money.
It is often pointed out that the funds are dispersed and that the quality of the offered products often
leaves much to wish for, which is associated with using the criterion of the price in awarding tenders.
In consequence, the implementation of such programmes is not reflected in a more effective tackling
of structural problems affecting the analysed regions.

In the sphere of education, the evaluation of EU-funded projects is as a rule much more favourable,
in view of the fact that these funds were used to improve the teaching quality in public schools at all
levels and to upgrade the infrastructure of the education system. A similar situation could be
observed regarding health care institutions. On the other hand, the impact of public intervention on
improving the quality of cultural provision was rather poor in the analysed regions, as it was
dominated by larger cities which also performed important administrative functions.
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As regards social inequalities, certain impact could be observed among the most motivated groups,
especially women and young people. However, the observable successes in more marginalised
groups or groups affected by social pathologies were not as significant. At the same time,
revitalisation programmes were mostly associated with repairs and modernisation of buildings and
technical infrastructure, and their impact on the social life and economic aspects was usually small,
and entirely indirect.

Other than the aforementioned public transfers allowing for the provision of public services at a
standard which is usually not much different from the country’s average, national intervention in
such regions is sometimes undertaken on the initiative of public institutions at the central level (e.g.
Banska Bystrica).

Opinions on the external intervention and its effectiveness are as a rule rather mediocre. In 2014, in
one of the regions under analysis (Banskobystricky kraj), the negative evaluation of the external
public intervention, including intervention with the use of EU funds, resulted in electing the
provincial governor who was very far-right politically. The newly-elected authorities question the
usefulness of the EU funds and, among others, suspended regional co-financing required as the
applicant’s own contribution to projects submitted by the local educational institutions as part of EU-
funded programmes.

CONCLUSIONS

The main conclusion from the research is that structural social problems are associated with the
vicious circle caused by ineffective economic restructuring and in effect weaker adaptation of some
regions to the new socio-economic situation. This results in a poor condition of the labour market -
despite considerable improvement nationally — which on the one hand drives the migration of the
most enterprising individuals and on the other leads to some of the less resourceful residents
becoming dependent on social welfare. In consequence, such regions are not attractive locations for
inward investment, and their potential for endogenous growth is as limited. It can also be concluded
on the basis of the remaining case studies analysed as part of the project that many social problems,
visible in their regional concentrations, is shared by all non-metropolitan regions. In particular, this
applies to labour market problems which are difficult to resolve due to the fact that increasing
productivity, and not an increasing use of the pool of labour, is the main driver of economic growth.
In addition, the labour markets of many of the analysed subregions are poorly integrated and
commuting to work is still underdeveloped, which leads to the emergence of enclaves concentrating
social problems, particularly in rural areas. Such enclaves, or pockets, however, may also be found in
cities, also as a result of the presence of ethnic and national communities.

Regardless of labour market problems, access to basic public services in the problem regions is
relatively easy, thanks to substantial transfers from the central budgets. The encountered problems
are associated mainly with higher education, with negative consequences in the form of young
people leaving for major cities to attend university, which, coupled with rather bleak career
prospects locally, as a rule leads to a permanent migratory outflow. At the same time, the main
sources of social inequalities are connected with the place of residence, age, and belonging to an
ethnic or national group.
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In the short term, programmes implemented with the EU financial support played a significant role,
facilitating the implementation of regional and national strategies associated with social goals. In
particular, they were successful as regards improving access to public services, whereas their impact
on the labour market situation was much weaker, with a low effectiveness of training programmes
and courses.

Recommendations

The main recommendation offered for regions with a heavy concentration of social problems is to
take measures aimed to stop the migratory outflow and the accompanying, continued loss of human
capital. Initiatives in this sphere should be twofold. On the one hand, they should include incentives
for economic restructuring processes with a view to increasing the share of advanced services and
cutting-edge industries in the economy. One prerequisite for their success is providing support to the
major cities in the region in a variety of aspects, including their educational and R&D potential, and
dovetailing them with the existing or desirable economic specialisations. On the other hand, efforts
should be made to improve the quality of education and increase its inclusiveness, understood as
creating equal opportunities for all social groups, also ethnic and national minorities. These measures
should seek to resolve local problems both in rural and peripheral areas, and in problem areas
situated in cities. As a result of the former, it can be expected that the number of job offers for highly
qualified workers and/or those who wish to fulfil high career aspirations in a given region will
increase. In turn, the latter activities may produce a broader human capital base and prevent
negative tendencies to inherit social problems by the younger generations. In effect, it may also
increase the interest in the region on the part of external investors.

As regards social policy, especially social welfare, it should be more precisely addressed and granted
subject to certain conditions. Such additional requirements should not be short term in character or
aim to reduce the number of beneficiaries, but should employ various measures and incentives
encouraging labour market entry of the beneficiaries and their inclusion in social life in the long term.
Secondly, in determining eligibility for receiving assistance, the rigid income criterion should be
abandoned, and replaced by a qualitative evaluation of the situation of individuals and families to
whom assistance should be addressed. By assumption, this should expand the spectrum of potential
beneficiaries and include those individuals whose income slightly exceeds the statutory thresholds on
the one hand, and on the other it should eliminate those recipients who, despite formally meeting
the relevant requirements, are in a better financial situation owing to their unregistered incomes
and/or other assets. These changes should be horizontal, and should also be implemented especially
extensively in the regions classified in the group with a concentration of social problems.

Appendices:

1. Report for the Banska Bystrica subregion, Jan Bucek
2. Report for the Narva subregion, Dimitri Zimin
3. Report for the Shumen subregion, Julia Spiridonova
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