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Introduction  

 
The 20th anniversary of the fall of the socialist systems in East, Central East and Southeast 
Europe marks an important branching out of a research field which has accompanied public 
discourse for a long time. During the past years, the general view on the phenomenon of    
transformation (or transition, as the terminology of Anglo-American social science has it)1) has 
developed in a twofold way: One group of discussants envisage the transformation of centrally 
planned systems towards market economies to have come to an end several years ago.  
Therefore, they feel that research on transformation be outdated. Hence, it would be           
unnecessary to continue it in the long run. Another group point to the fact that, up to date, the 
‘old systems of the East’ have kept leaving their imprint on newly globalising societies and new 
‘varieties of capitalism’ (Hall/Soskice, 2001). As a result, many new structures would keep   
being influenced by the heritage of socialism, yet in a more indirect and sophisticated way (cf. 
Kornai 2006). At least, they would be composed of heterogeneous elements which cannot be 
fully explained by the older idea of a complete replacement of systemic elements. According to 
this group, it is justified to persistently raise questions about path dependencies, in particular 
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Abstract: After two decades of studies on the transformation of Central and East         
European regions and societies, most scientific communities seem to have normalised 
their theoretical concepts and empirical approaches. Leaving former exceptionalist views 
on systemic transition, convergence and hybridisation, and heading for “business as usual” 
as found in any society integrated into the world market or exposed to globalisation, they   
presently give the impression that transformation studies are coming to an end. This paper 
undertakes a review of the past phases of transformation studies in order to identify     
research gaps and necessities of further research on social and regional development as 
influenced by inherited or hybridised structural and cultural elements. It makes a point in 
favour of abandoning the convergence debate for more context-sensitive analyses of social 
change and societal restructuring, in particular with regard to structural fragmentation and 
cultural hybridisation.  
 
Key Words: transformation, modernisation, regional and urban development, pathways of 
         development, post-socialism, post-transformation. 

 1) Whereas the international debate on post-socialism employed the term „transition“, European 
scholars tended to make use of the notion of “transformation” in order to indicate a substantial restructuring 
of society and the economy. While “transition” suggests a gradual change from an initial structure (i.e. the 
final condition the socialist systems were in) to the target structure of a full-fledged market economy of the 
U.S. American type, the basic idea being rooted in modernisation theory, the term “transformation” does 
not finalise possible developments. Accordingly, the “end of the journey” does not become anticipated, 
thereby reducing normative implications of analytical perspectives.  



 

 
 

 

about the passing-on of ideas, the significance of perpetuated institutions and patterns of    
behaviour, and the emergence of hybrid formations of social practice – oscillating between 
‘Western’ modernisation, everyday resistance against the impositions of globalisation, and   
nostalgic re-inventions of tradition.  
 
However, the debate is not only characterised by this basic philosophical controversy. There is 
even more tension due to very different interpretive frameworks, empirical foci and basic ways 
of conceptualising change. The individual concepts focus on such diverse issues as structural 
and socio-economic elements of change, socio-political elements which refer to state-society 
relationships, institutional and governance-related elements, and cultural items in different 
fields of social life. As these frameworks tended to develop mutually exclusive views on     
transformation, a number of research gaps have emerged which are still waiting for being 
bridged. In spite of the fact that many focused approaches lack a comprehensive                  
understanding of transformation, the gaps they created virtually circulate around the            
fundamental controversial question of structural convergence vs. structural and cultural       
hybridisation.  
 
This paper undertakes a short critical appraisal of the basic ideas, the changing orientations 
and the yields of transformation studies. Due to the limitations of this text format, it cannot be 
exhaustive or go into too many details. At least, it will line out the major periods of research 
which display distinct arrays of basic assumptions, theory building and problems under scrutiny 
(chapter 2). It will then give an overview over the most important achievements (chapter 3), 
followed by an account of the remaining gaps of empirical research and theory-building 
(chapter 4). The final chapter will sketch a number of important strands of future research and 
give hints at problems of social and economic differentiation which will require continued     
reference to the socialist and post-socialist past. It ends up in a postulate for becoming aware 
of the ever more sophisticated logics of post-transformational development which can only be 
understood if persisting traits of former historical stages of transformation are reconsidered.  
 

Stages of research on societal transformation, 1990 ‑ 2010 
 
During the 1990s, academic debates on post-socialist restructuring made use of any notion 
which promised to give apt descriptions of the enormous project of giving up centrally planned 
economies and introducing capitalist market economies. Very broad and general terms, such 
as transition, restructuring, transformation etc. were taken from other fields of knowledge in 
order to fit into the new frameworks of analysis centred on post-socialism. Contrary to the often 
inflationary usage of vague notions at the beginning of the 1990s, increasing attempts at     
producing more specific and precise definitions could be noticed after this initial period.  
 
Within preceding debates of the social and economic sciences, ‘transformation’ originally    
denominated the structural change of a society, an economic system, a region, etc. For       
example, economic transformation had been used as a term which described structural 
changes within a system of production, e.g. from industrialisation via industrialism to post-
industrialist modes of production (cf. Rosenberg/Birdzell 1987). Post-socialism increasingly 
cast a spell on terms such as transition or transformation. By 1995, their usage had almost 
become restricted to the issue of post-socialist transformation. From then on, ‘transformation’ 
was taken in order to describe the change of basic systemic elements of the economy and the 
society (Merkel 1994, Kollmorgen 1994), often connected with structural disruption, the           
co-existence of heterogeneous structural elements, the introduction of new formal institutions, 
the persistence of older informal institutions, the polarised reallocation of wealth, accelerating   
social mobility and social disparities, growing risks of life conduct, harsh confrontations of    
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political ideologies (from reformist neo-liberal to restorative post-communist wings), the       
devaluation of individual and collective life experience, the change of social milieus, and      
increasingly     controversial interpretations of everyday life (Delhey 2001).  
 
Meanwhile, transformation, understood as a real world phenomenon affecting the whole of a 
society, has left behind the initial phases of radical rebuilding. Often, it remains visible or     
accessible only within specific domains of social, economic and political life. In East Europe, 
the mainstream of societal development seems to have entered a stage of conformity to world-
wide tendencies of post-industrial diversification. Globalisation, economic and cultural flows, 
national or local intervention by global players, and even the recent global financial crisis seem 
to have similar effects on the East and West –up to the point where the general impression 
suggests a nivelling of structural difference. This tendency has been backed up by East 
Europe’s advanced stage of integration into the global economy and the community of nations. 
The last rounds of European enlargement, i.e. the accession of Poland, the Czech Republic, 
Romania, Bulgaria, Estonia, Latvia, Lithuania, Slovakia, Slovenia and Hungary, have done one 
more thing in order to reinforce this impression.  
 
Nevertheless, it cannot be overlooked that there is a tremendous diversity of persisting and 
aggravating problems of development as soon as individual countries and regions are        
compared. Even in case similar indicators and manifestations of social and economic problems 
are to be found, the individual causes and their connectivity are difficult to compare.            
Inconsistent tendencies of regional and urban development seem to govern the scene:     
demographic change and shrinking cities or regions (East Germany) stand in contrast to the 
new growth of metropolitan regions and the spatial concentration of economic power in few 
privileged regions (Poland, Czech Republic: see Dostal 2008, Jalowiecki 2008). The            
continued economic crisis, chronical undercapitalisation of middle sized to large firms and high 
levels of unemployment (East Germany) stand out against low levels of formal unemployment, 
boosting informal sectors and undercapitalisation of small-scale industries and services 
(Poland). These problems have their roots in differing points of departure to societal              
transformation, specific path dependencies and different forms of connectivity to globalisation 
(i.e. at national, regional and local levels; see Stark 1996; Sýkora 2008). The particular        
interconnections between the global and the local have been arranged in manifold ways, often 
depending from the nature of local post-socialist and post-transformational response to           
supra-local or global challenge. They have produced hybrid structural configurations between 
national capitalism, state control according to neo-liberal ideologies and the intrusion of         
globalised capitalism. This has not only brought up different political interpretations of          
capitalism and relevant institution building according to the ‘varieties of capitalism’ thesis 
(Cernat 2006)2). It has also invoked problems of multi-level governance and increasing chaos 
of political, economic and social intervention at different scales (Buksinski 2005, Lane 2005). 
This hybridisation has to be kept in mind when it comes to analysing problems which, at the 
surface level, seem to be shaped in a similar way – be it the ever-growing vulnerability of    
regions when exposed to global economic crises, the proceeding peripheralisation of              
de-industrialised regions, the hardening of negative images of regions and cities, or growing 
prejudice against economically ‘unsuccessful’ regional populations. All these phenomena have 
a more direct link to the outcomes of systemic change than current public debates within      
individual countries or at an international level (e.g. the European Union) might reveal.  
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 2) The thesis of varieties of capitalism as developed by Hall/Soskice (2001) claims for the               
conceptual differentiation of models of capitalist production according to the prevailing mechanisms of  
economic coordination, e.g. market, hierarchy, cooperation or deliberation. Accordingly, various modes of 
capitalism between liberal market economy and coordinated market economy can be discerned.  



 

 
 

 

These considerations might be a surprise to those who envisage transformation as a finished 
historical episode. Nevertheless, this surprise does not come about by chance. It was prepared 
by the leading political rhetoric inherent to neo-liberal post-socialist rule (Smith/Pickles 1998: 
2), as well as by basic questions put by transformation studies during the 1990s. Both were 
carried by the expectation that there would be a quick adjustment of the East and West, once a 
fitting institutional framework within the new market economies and their societies had been 
created (cf. Peter 1994).  
 
However, it is obvious that the real world developments did not come up to this expectation. 
Economic performance, as well as regional, political and social structures, remained            
remarkably different (see Bertelsmann Stiftung 2005), not only in international comparison but 
also at the national level. This holds true even for best case scenarios. For example, the     
German case shows that massive financial West-East transfer and internal structural           
assimilation could not reduce the economic imbalance between the eastern and western parts 
of the country. Moreover, regional comparison has shown that the implementation of neoliberal 
political objectives and strategies of development was effected in a multi-faceted, complex 
manner. While the institutional structure was shaped according to Western formal models, 
these models became locally reinterpreted and embedded into diverging social practice (Smith/
Pickles 1998: 12).  
 
Taking into account the diversity and multiplicity of change, it is natural that no dominant          
paradigm of ‘transitology’ could be established (Gans-Morse, 2004). In looking back, several 
stages of transformation research can be identified which produced different kinds of                
knowledge about the nature and the conditions of societal change in Central East, Southeast 
and East Europe. In short, these stages are: 
 
Stage 1 - Modernisation theory (1990-1995). During this initial stage, the first impulse by      
political scientists, social scientists, economists and geographers was to relate back to         
available theories of social modernisation, such as Parsons’ (1967) or Lipset’s (1959) concepts 
(cf. the critical appraisal by Müller, 1995). In practice, new modernisation theory was shaped in 
analogy to the body of political modernisation theories which had been discussed some      
decades ago with respect to industrialised capitalist societies (e.g. in South Europe) as well as 
to developing countries (e.g. in Latin America). Here, the breakdown of an older regime had 
been linked in theory to a compelling transition to democracy and liberalised market economy 
(Schmitter/Karl 1991), followed by democratic consolidation. Facing the need to theorise     
societal change after socialism, the basic assumption was that there would be a convergence 
of structures between East and West (Zapf, 1994; Outhwaite/Ray, 2005: 177 ff.). In particular, 
Eastern societies would take over the model of full-fledged, globally embedded capitalism, thus 
catching up on a development experienced by the countries of the Triad (Europe, U.S.A.,    
Japan) before3). Accordingly, mainly impediments to, and aberrations from, the characteristics 
of the models of reference where thematised and investigated. ‘Defective’ economies,        
originating from persisting elements of state-led organisation and practice, incomplete         
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 3) In Germany, the state-led, top-down transfer of institutions produced a strong urge on scholars 
to focus on East Germany’s preconceived adaptation to a fixed set of development targets (Pollack 1996: 
416), thereby shading off the interplay of general aspects of social change (e.g. those which can be     
attributed to globalisation, new consumerism, individualism etc.). It also caused a normative bias on 
economic growth and the stabilisation of regional population numbers in East Germany. Accordingly, a 
major analytical focus was on coping strategies by individuals and groups when confronted with defective 
structures created by transformation (e.g. deindustrialised cities and regions). In a similar way, population 
loss and “shrinking” cities were investigated against the backdrop of pending disasters connected with post
-socialist modernisation (cf. Oswalt 2005). 



 

 
 

 

deregulation and liberalisation, or caused by corruption and criminality, were a favoured topic of 
the day. Also, different pathways of development (e.g. the ‘big bang’ shock therapy vs. ‘slow 
and steady’ gradualism) were attributed to varying models of political rule and governance 
(from below and from above), including their inherent failures (Abel/Bonin 1991, Beyme 1994). 
 
Stage 2 - Plurality of theories (1995-2000). Increasing criticism of modernisation theory as  
being too deterministic and normative (Müller 1996) triggered a fanning out of theoretical     
perspectives relevant to transformation research. They covered the following conceptual fields: 

institutional theory, with a special focus on post-socialist pathways of development, the 

path-dependency of institutions and policy-making, and the distinct logics (German  
Eigenlogik) of the trajectories of various societies and regions under conditions of     
systemic change (Grabher 1994b, Stark 1996, Hausner et al. 1995, Rudolph 1995, 
Stölting 1997, Tatur 2004);  

evolutionary economics and network theory, explaining for the implementation of new 

branches, emerging enterprise structures, inter-firm relationships and the specific     
adaptations by old and new networks to changing conditions of post-socialist            
reconfiguration (Grabher/Stark 1997a);  

political economy, regulation theory and new systems theory which maintained the   

persistence and subordination of ‘inherited’ structural fragments under a new logic of 
capitalist hegemony, emerging economic disparities and socio-spatial inequalities 
(Smith/Pickles 1998, Smith/Swain 1998, Krätke 1997); 

theories of contingence which envisaged the new mixtures of ‘imported’ and 

‘autochthonous’ structural elements, institutions, logics of agency etc. as being part of a 
hardly predictable, incremental process of differentiation (Müller 1996); in their view, 
transformation was susceptible to chance, chaos and error.  

 
Stage 3 - Recent conceptual diffusion (since 2000). This phase is characterised by the        
decreasing analytical relevance of the issue of transformation. Instead, big secular trends such 
as globalisation, Europeanisation, demographic change, migration and the global-local          
hybridisation of everyday culture became dominant in regional and urban studies on the former 
socialist world (as few examples out of many: Hamilton et al. 2005, Mansoor/Quillin 2006, 
Steinführer/Haase 2007). Occasionally, these studies were augmented by cursory                
conceptualisations of the relevance of social, local, regional and national peculiarities referring 
back to the former systemic overthrow. In this optic, transformation was reduced to a marginal 
framing condition of social change. Casual discourses about ‘post-transformation’ indicate an 
increasing discomfort with strands of thought which emphasize the role of structural                
persistence and continuity – this kind of thought has often been felt to be overly historicising 
(Lutz 2003: 291 f.). Further irritation was produced by those scientific communities (e.g. in   
Germany) which established transformation as a niche concept which was not sufficiently tied 
to mainstream debates of globalisation and post-modern social change (cf. synopses of the 
status quo by Beyme, 1999 and Merkel, 1999). As a result, to many beholders the concept 
seemed to become increasingly outdated the longer the single event of the fall of the iron     
curtain dated back.  
 
In spite of the relative devaluation of transformation as a secular process of major interest, the 
contested notion of convergence continues to inform a number of recent studies on political 
change and regionalisation in Central and Eastern Europe. Here the conviction lingers on that 
transition would imply an inevitable move from state socialism to a new condition of modernity 
which is more or less based on Western notions, for example in the debate on                          
Europeanisation. Based on the idea that Europeanisation could be conceptualised as a      
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variation of the Hägerstrandian model of diffusion, implying the convergence of norms,          
agendas and policy instruments, the discussion suggests a process of adaptation and         
absorption of Western values (see Schimmelfennig and Sedelmeier 2004). However, in       
contrast to stage 1, crude determinist thinking along the ‘Western modernisation’ line has been 
increasingly challenged during the past decade by the obvious peculiarities of local social  
practice. For example, EU policies and their imperatives are often susceptible to strategic        
reinterpretation and agenda-setting for local political purposes (for the Czech Republic and 
Slovakia, see Brusis 2005). The growing response by locally informed and contextually            
sensitive scholars not only indicates a ripened, more sophisticated understanding of             
transformation. It also makes a point in favour of the idea of idiosyncratic modernisation: It 
takes external political intervention (here: by the EU) for nothing more than a trigger for rather 
autonomous and logically independent local or national policy-making.  
 

Achievements made by transformation studies 
 
When accounting for the main achievements of transformation studies, a special focus has to 
be laid on the relationship between theory building and empirical work. During every stage, 
description played a major role, not only in geography and economics but also in social         
analysis and history. Making diachronic accounts of the structural change of the societies, cities 
and regions of East and Central East Europe, and making comparisons between different 
states of affairs concerning specific aspects of transformation – these were the key endeavours 
of research which contributed much to the knowledge of the varieties of sectoral developments 
as well as to the modelling of various pathways of development. In contrast, theory building 
was treated in rather diverse ways.  
 
During stage 1, theoretical debates were conducted in a fairly general, often even abstract way. 
Modernisation theory obviously did not relate too much to empirical evidence. As opposed to 
the theoretical superstructure, empirical descriptions were often set apart in a loose manner, 
combined with ad hoc interpretations of structures and developments. However, during stage 2, 
the broadening scope of analysis and a growing variety of theoretical approaches allowed for 
more convincing connections between theory and empiricism. The unfolding number of foci of 
analytical interest can be read from the following list of major objects of study: 
 
- privatisation, institution building and their effects on political and economic restructuring 

(Csaba 1994, Seibel 1997); 
- new entrepreneurship, small and medium-sized enterprises and economic network-

building (Grabher/Stark 1997b); 
- regional economic change and new regional disparities, effected by transformation-specific 

deindustrialisation, privatisation and the selective impact of globalisation (e.g. foreign direct 
investment, joint ventures and economic cluster building in the big agglomerations and the 
Western border regions of the former socialist countries) (Barta 1994, Buckwater 1995, 
Bürkner 1996, Grabher 1994a, Górzelak 1996, Górzelak 2000, Heller/Ianoş 2004);  

- change of urban structures, in particular in connection with emerging capitalist real estate 
markets and housing markets, the changing importance of large ex-socialist housing       
estates and private suburban building activities (Fassmann 1994, Lowe/Tsenkova 2003, 
Stanilov 2007); 

- changing political border regimes and their effect on border regions and border towns 
(Aschauer 1995, Bürkner 1994, Krätke 1996, Krätke et al. 1997, Eskelinen et al. 1998, 
Matthiesen/Bürkner 2001), in particular in connection with various modes of international 
cooperation and new types of regionalism under the aegis of the European Union (e.g., 
Euroregions which emerged at different points of time along the outer borders of the EU) 
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(Scott/Collins 1997, Perkmann 2005, Scott, 2006); 
-  demographic change and regional rsp. urban shrinking (mainly population loss and its  

effects) in East Germany and some other peripheral regions (Witte/Wagner 1995, Philipov/
Dorbritz 2003, Franz 2004, Oswalt 2005); 

-  migration at different scales (regional, international, transnational) affecting the regions of 
East and West Europe alike (Baldwin/Venables 1994, Frejka 1996, Fassmann 1997, Heller 
1998, Dietz  2002); 

- living conditions of ethnic minorities, ethnic mobilisation and the changing political role of 
ethnicity (Barany 1998, Stein 2000, Vermeersch 2003, Heller 2004); 

-  increasing social mobility and social inequality (Ott/Wagner 1997, Duke/Grime 1997,   
Roberts 2003), gender conflict (Goldfarb 1997), new lifestyles (Ray 1997), new             
consumerism and their socio-spatial effects (spatial segregation, change of social milieus 
and urban neighbourhoods, gentrification, etc.) (Szelényi 2001, Ladányi 2002, Sýkora  
2005 and 2009, Smigiel 2009). 

 
Studies of varying degrees of empirical saturation contributed to a variety of disciplinary      
insights into sectoral developments, as well as into major trends of urban and regional           
development, involving a multitude of individual disciplines. Valuable as they were, they seldom 
were embedded in a larger analytical context which would have allowed for taking up initial 
research targets and questions, such as those which were established during stage 1. For  
instance, integrative approaches and multi-level analysis which could deliver answers to the 
basic question about the nature of societal transformation as a whole, count among the rare 
and happy coincidences inside a scattered research scene. In a similar way, truly                      
interdisciplinary approaches to basic issues of systemic change and social life remained rather 
uncommon.  
 

Analytical gaps 
 
In every phase, considerable analytical gaps originated as soon as the perspective of           
convergence became emphasized. A central aspect of the convergence thesis was the idea 
that it would be necessary to adjust ‘dysfunctional’ systemic elements to a pre-established 
model of the market economy and compatible democratic rule. Against the backdrop of such 
models, the status of achievement at a given point of time had to be defined in terms of         
suboptimal, mismatched or even defective structures (cf. Hopfmann 1993). The overall rhetoric 
of model-driven change allowed for implicit rankings of individual societies, regions and cities 
on their way to establishing ‘proper’ market structures and compliant modes of regulation. Tacit 
as this idea often remained, it turned out to be all the more effective in preventing non-finalised 
conceptualisations of societal change. Especially the 1990s witnessed severe difficulties to get 
rid of normative preconceptions and narrow anticipations of the future which had infiltrated 
many analytical concepts. Structural disruption due to the impact of ‘free’ market rules and  
liberalisation, fragmented restructuring, diversified institution building, cultural antagonism and, 
at the same time, cultural hybridisation were hard to address, at least from any other vantage 
point than the one of the convergence thesis.  
 
It was left up to the beginning millennium to bring about a shift in optic: A growing awareness of 
the peculiarities of ‘Eastern’ development gave way to a broader acceptance of the insider’s 
view on post-socialism. In his analysis of cultural landscapes of post-socialist cities, for        
example, Czepczyński postulated that it should mainly be a task for ‘insiders’ to gradually    
explore the interpenetrations of old communist forms and new free-market meanings, global 
influences and local icons (Czepczyński 2008). This task could only be realised during the last 
years. The scientific community increasingly became aware of considerable tensions between 
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insider and outsider perspectives, and of the ‘Western modernisation’ pressure exerted both in 
political practice and academic theory building. Conceptual emancipation from this pressure 
has become tangible. 
 
On the whole, it proved to be extremely difficult to find out about the peculiar logics which 
emerged somewhere between ‘Eastern’ and ‘Western’ interpretations of reality, between old 
certainties and new imponderabilities, between the adverse mentalities of social collectivism 
and economic individualism, between individual coping with global patterns of consumption 
while keeping up traditional elements of social practice, etc. And it was even more difficult to 
understand that these logics had a rhythm of occurrence, a half-life, and a context-dependent 
social significance of their own. Major problems of conceptualising transformation in terms of 
open-ended, non-finalised developments could be seen vis-à-vis the following analytical topics 
(a) – (c):  
 
(a) Permanent economic crisis. The severe economic crisis following the demise of the socialist 
systems was envisaged as an inadvertent structural deficiency, rather than a logical outcome of 
the particular integration of East European regions into the world market. Therefore, the       
long-term nature of deindustrialisation, lacking substitution of the former industrial structure by 
new services and knowledge-based economies, and continuously high levels of unemployment 
were highly underrated. In many regions, economic restructuring resembled well-known       
patterns of peripheral industrialisation known from neo-fordist restructuring in West Europe. 
Prolonged workbenches and quasi vertically integrated networks of small and medium           
enterprises (SME) seemed to have been relocated to low-cost regions in East Europe over 
night (Grabher 1992, Krätke et al. 1997: 40 f.). During the 1990s, most headquarters of          
transnational corporations and important decision-takers remained in the old West European or 
transatlantic centres, leaving the new ‘Eastern divisions’ without power and influence. In spite 
of consecutive relocations of economic capacities to East Europe, the initial economic            
marginalisation was a throwback from which most Eastern regions did only gradually recover. 
Moreover, national economic policy largely contributed to creating unfavourable conditions for 
regional economies to compete at a global level. For instance, in the 1990s, East Germany was 
exposed to a policy of radical deindustrialisation which was meant to create a tabula rasa for 
global players. It also should produce a strong urge for renewing the economy. However,    
renewal took a rather long time after the total collapse of the old production structure, and it 
was successful only in a small number of urban regions where global stakeholders placed   
investments in favour of high-tech production clusters and globally interlinked services (e.g. in 
the agglomeration of Leipzig – Chemnitz – Dresden; Krätke/Scheuplein, 2001; Nuhn, 2001). 
East Germany’s economy remained in a structural configuration which was decisively          
conceived and prepared by politics, in this particular case by policies of sporadic peripheral 
reindustrialisation, the experimental initialising of new industrial production clusters and the 
selective establishment of knowledge intensive services (Krätke et al. 1997, Heidenreich 2005). 
Since a large part of this development was based on jobless growth, labour markets remained 
in crisis, giving rise to several waves of out-migration of workforce and related brain drain 
(Bürkner/Matthiesen 2007). This configuration cannot be called defective or malfunctioning – 
rather, it is part of the regular policy-sustained restructuring which global capitalism provides for 
undercapitalised peripheries and semi-peripheries of the world system.  
 
(b) Urban and regional governance, new political participation and the civil society. Research 
on emergent forms of urban and regional governance often focused on ideas which were taken 
from West European or transatlantic governance studies. There was a general expectation that 
governance would come out according to Western modes of state formation, public-private 
partnership, grassroots-like negotiating and self-organising – once a suitable institutional 
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framework had been introduced and democratic procedures had been put into practice.     
However, it is still unclear which kind of citizenship has emerged in East Europe and how its 
emergence can be explained (cf. Lewis 1997); at least it seems to differ considerably from the 
West European type of a civil society (Sagan 2009). Searching for well-known governance 
structures in a comparative perspective (Croissant et al. 2000) often prevented scholars from 
developing a closer look at political decision-making, especially at elitism and clientelism.        
Consequently, the role of the civil society for transformation was grossly mistaken. While the 
overthrow of the socialist systems was seen as an important achievement of an invigorated civil 
society after a long period of authoritarianism (Mansfeldová/Sabó 2000), its future significance 
as a driving political force was estimated according to this strong initial appearance. However, 
there is evidence that even in the early stages of transformation the population masses in the 
streets could be part of a media spectacle orchestrated by old elites in the process of migrating 
to leading positions in the new system (Gabanyi 1998). Whether politically autonomous or not, 
in later stages of transformation the civil society obviously lost its initial importance. In practice, 
in many regions there has been a virtual absence of larger civil society initiative as a basic  
social phenomenon. Instead, it has to be acknowledged that in most East European countries a 
different concept of the civil society was deliberately invented by the political class. Often, it 
takes the appearance of new patron-client forms of relationships (Korkut 2005). For example, 
many local initiatives, action groups, committees etc. were created by political parties in order 
to serve their specific interests while keeping up the public image of ‘spontaneous’                     
congregations of independent citizens (Dimitrova et al. 2007). Apart from taking immediate 
benefits from instrumentalising the population in this way, it proved to be advantageous for the 
political system to point out that there was an evolving civil society because the external image 
of the country would improve and the compatibility with EU accession requirements would be 
facilitated.  
 
(c) Persistent cultural boundaries and seclusions as elements of everyday life. Socio-cultural 
niches within new post-socialist structures were often misunderstood as temporal phenomena 
which would gradually disappear during the process of making the market the guiding principle 
of social formation. For instance, old-style residential milieus which were preserved inside large 
socialist housing estates were often taken as a problem of time-lags occurring during                 
modernisation. Alternative interpretations did not come up easily, such as the idea that there 
might be socio-spatial units (e.g., marginalised urban neighbourhoods and milieus, or              
peripheral regions) which remained untouched by overt external impulse to modernise, while 
their members tacitly adopted new ideas of social well-being, consumerism, political             
participation, etc. In many cases, visible indicators of modernisation and everyday mental       
orientations or informal institutions did not match (Tatur 2004). Taking these mismatches as 
signs of a time lag regularly resulted in crude misinterpretations of cultural hybridisation. For 
instance, Germany’s urbanist debates of the early 1990s nurtured the myth of the unbroken 
popularity of large housing estates inherited from the socialist regime (Hannemann 2005: 146, 
Rietdorf 1997), sometimes mistaking economically caused spatial immobility of residents for 
lacking mental adaptation to available options provided by the new markets. In a reverse way, 
large numbers of residents leaving deteriorating apartment blocks after the model of ’single 
family homes in a suburban milieu’ had been popularised became reinterpreted as the          
realisation of suspended aspirations for mobility (Franz 2000, Brabec/Sýkora 2009), often    
dating back to socialist times and old dreams of a better life. Only after one decade of similarly 
focused social analysis, a new awareness for cultural diversity and everyday cultural              
hybridisation emerged (e.g. in connection with groundbreaking milieu studies, see Matthiesen 
2002), revealing that lifestyles, housing demands, milieu formation and other aspects of        
everyday life simply did not conform to one guiding logic (i.e. the logic of catch-up                      
modernisation).  
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Gaps to be filled by future studies on transformation and post-transformation 
 
Public interest in problems of transformation significantly ceased at the beginning of the       
millennium. As a result, research on transformation lost its impact on public discourse. In         
addition, it became more difficult to fill the pending gaps of research. On the one hand, in many 
studies on social, economic and political problems of East and Central East European regions, 
the issue of transformation itself lost its weight as a point of theoretical interest. On the other 
hand, the dwindling public interest had a negative effect on available research funds. Thus, 
funding and research activities have continuously been on withdrawal. Nevertheless, regional 
disparities, social fragmentation, polarisation and problems of urban governance have         
increased in scope and visibility during the past years (Brusis 2001: 224 f.), demanding for  
intensified research and political action. Since regional trajectories and the outcomes of various 
sectoral pathways of transformation were often obscured or blurred during the seminal stages 
of transformation, there were fewer opportunities to convey detailed and differentiated empirical 
investigations than at present. Now, since many problems have been revealed in sufficient  
clarity and complexity, there are many good starting points for differentiated, multi-level studies 
which could fill relevant analytical gaps more easily than it was possible in the past.  
 
Important persisting problems which still have a strong connection to the headline of 
‘transformation and outcomes of transformation’ are: 
 
- the growing impact of structural fragmentation on urban and regional development (“from 

transformation to fragmentation”, see Smith 1999: 15 ff.); while rising economic disparities 
have been described in terms of a mosaic-like restructuring of space according to the        
production models introduced (Krätke et al. 1997: 407), in-depth investigations into the 
changing social and political significance of socio-spatial fragmentation are still missing (for 
cursory insights cf. Stenning 2005, Nagy 2005); 

- the characteristics and variations of regional trajectories of development and related forms 
of governance; while there has been growing awareness of the peculiarities of individual 
trajectories, and of the impact of past trajectories on future path dependencies, the        
variations and the nature of dependencies stemming from initial periods of transformation 
have only marginally been investigated;  

-  the significance of informal or shadow economies for the stabilisation of formal economic 
sectors and for social status building; apart from some early speculations about the origins 
of new entrepreneurialism in informal fields of the economy and some empirical evidence 
about expanding small trade during the 1990s (Murrell 1993, Gabor 1997), detailed          
information about the emergence, the re-structuring and the social embeddedness of   
informal economies in East Europe is still missing; 

- the significance of new elites for regional and urban governance; the body of literature on 
this issue is rather heterogeneous and miscellaneous (cf. Merkel 1999: 111 ff.; Bürkner 
2003); while a number of studies were made on East Germany and on elite reproduction in 
the 1990s (Szelényi/Szelényi 1995, Higley/Lengyel 2000, Eyal et al. 1998), there is less 
empirical evidence with respect to recent developments in Central East and Southeast 
Europe; 

- the significance of civil society for urban and regional development, especially in             
connection with problems of local participation; here, the question of lobbying and building 
political pressure capacities will be of major interest (Fischer/Pleines 2010); a recent study 
on the increasingly important role of civil society actors indicates one out of several       
possible future directions research might take (Scott/Liikanen 2010) – here, the              
establishing of informal networks in the process of Europeanisation and cross-border   
cooperation between EU member states and neighbouring countries has triggered      
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processes of de-centralised political socialisation and pressure-making;  
- the clash of old and new institutions at different levels of social action; here, the            

contradiction between formal institutions (such as legal frameworks and regulations, rules 
concerning formal political and administrational routines etc.) and informal institutions (i.e. 
everyday rules of action which become established by negotiation, social interaction and 
convention) still is relevant to social practice (cf. Tatur 2004); in particular, understanding 
the way formal institutions become interpreted, molded and re-shaped by informal practice 
will be a major way of coming to grips with present and future problems of urban and      
regional development; 

- emerging social inequalities, following increasingly diverse regional patterns of economic 
growth and decline, exposedness of societies and regions to globalisation, cultural        
assimilation to the global, and other factors (Heyns 2005);   

- the change of social milieus and other forms of community building under the impact of the 
restructuring of urban space and the ongoing decline of peripheral regions (see Wolfe 
2000, Smith 2003); here, the upcoming focus on gender issues in East Europe will have to 
be developed with particular care (Fodor/Balogh 2010); 

- origins and effects of hybrid everyday culture which might take different shapes along the 
extremes of melange and fragmentation: either by assimilating local, global, past and      
present influence as part of a universal global melange (Pieterse 2003), or by               
accumulating co-evolving yet separated or contradictory cultural elements, often           
represented by fragmented identities (Roman 2003). 

 
Since many or most of these problems have their roots in post-socialism or even back in     
socialist times, it is clear that the present period cannot be exclusively addressed in terms of 
context-free, successful ‘adaptations to the market’ (cf. the staunch denial of path dependency 
by Wiesenthal et al. 2001: 16). Although the most spectacular changes have passed, the traces 
back to transformation and the peculiarities of hybrid social practice are strong influences of 
present economic restructuring and social differentiation (Kollmorgen 2005: 20 ff.). In this 
sense, the term ‘post-transformation’ should be established in order to describe a mode of 
modernisation which still is logically and structurally bound or indebted to post-socialism and 
the former pathways of transformation. Yet at the same time, post-transformation has to be 
treated as an open concept which accounts for the integration of heterogeneous elements of 
ongoing transformation of the whole society. At present, competing concepts are trying to        
theorise modernisation as a confluence of multiple transformations (including post-socialist 
transformation) which are present in all fields of societal development (see the concepts of 
‘post-post-transition’, Buyandelgeryin 2008, or of ‘hypertransformation’, Binas 2008). However, 
an overly open concept might fall back into the trap of remaining unspecific and                   
undertheorised as to the issue of post-socialism (Thomas 2008). Post-transformational studies 
will have to face the task of detecting the relevant traces back to post-socialism and incorporate 
them into interpretations and explanations of globalising regional societies. Only by means of 
working out the idiosyncratic nature of East Europe’s modernisation, relevant and sustainable 
clues to future problem-solving will be found. 
 

Conclusions and Prospects 
 
Early political hopes for a quick adjustment of the societies and regions in the East and West 
did not come true. While the big regulations concerning legal frameworks, political                    
constitutions, economic structures and formal institutions have come to conform to the major 
EU regulations and global market structures, the informal institutions, and also many formal 
arrangements below the level of the nation state, still make a tremendous difference. New path 
dependencies have initiated varieties of urban and regional development which entail their  
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specific contingent logic. These varieties still await profound analytical reconstruction,             
especially in a comparative perspective. Nevertheless, public opinion as well as academic  
interest has turned to other issues of the day, leaving the question prone to disregard as to how 
the structural and cultural legacies of post-socialism and transformation should be treated.  
 
For the academic research scene, this observation should be a reminder of the fact that a lot of 
important questions have only slightly been touched so far, if not ignored completely. As it now 
seems, the turning away of the scientific community from earlier modernisation theory has not 
been compensated by a coherent theory which is able to produce a sophisticated and          
sustainable view on transformation and post-transformation. Although postmodernism has    
restructured this field of research, rendering the early hope for “grand theories” an inadequate 
aspiration, there is no reason why the quest for coherent and comparative explanation and 
interpretation should be neglected. Giving up a critical, systematic and focused view on the 
outcomes of transformation would be too early for one thing, and, for another thing, even        
counterproductive in the long run (see Stenning/Hörschelmann 2008). There is enough reason 
to assume that obvious problems of urban and regional development, in particular the          
dynamics of social, economic and political conflict, and resulting fragmented development, will 
keep being influenced by the directions set in earlier stages of transformation. The longevity of 
trajectories once chosen, the structural asymmetries included, the contradiction between the 
institutions involved, persisting social practice, hybridised everyday culture, and many other 
aspects of development at different scales – all these phenomena cannot be explained in a 
convincing manner without explicitly referring to the category of transformation. 
 
Detailed empirical reconstructions of social, economic and political developments in East 
Europe which reconsider the impact of transformation are still in demand. A reconstructive  
perspective which employs the insider’s view instead of Western preconceptions of societal 
change would be an adequate answer to the challenge of path dependency and the                
emergence of new varieties of capitalism and democracy. Although a shift in orientation is 
gradually being felt, the “Western” bias is still there, often hidden under the label of European 
normalisation. Former exceptionalist views related to the issue of convergence have been       
replaced by political calls for Europeanisation and the compliance of new or future members of 
the European Union to general EU standards (cf. Pridham 2007). Following this call, academic 
endeavours such as the search for frictionless Europeanisation and structural normalisation 
according to the alleged requirements of globalisation or Europeanisation are increasingly    
competing with analytical positions aiming at carefully reconstructing the controversies,         
structural fragmentations, social disparities and peculiar mixtures of heterogeneous structural 
and cultural elements. In order to achieve a more unbiased account of social change as      
occurring within a specific historical context of global, national and local interchange, the 
‘insider’ view of scholars who are members of the societies and the lifeworlds involved is very 
much in need (cf. the work of Czepczyński 2008).  
 
Investigating social practice in a way which makes hidden ‘legacies’ and adaptations to           
changing social and structural environments transparent while developing an eye for the 
“multiple ways of being” (Buyandelgeriyn 2008) might be a promising method of dealing with 
the realities of post-socialist societies. Such a direction of social analysis then might rightly 
carry the label ‘post-transformational studies’.  
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Introduction  

 
The gradual deepening of integration has intensified the interaction and the interdependency 
between different areas and economies. At the same time the integration process has put        
border areas in a state of flux and has led to the aggravation of disparities between the less 
and the more developed regions. Regions with an inferior technologically productive system 
and a lower competitive position, such as Greece, have to tackle the pressure of global        
competition and exposure to international market forces. 
 
In this context, Greece is characterised by an unequal spatial distribution of income, and an 
intensification of the regional disparities over time. Regional inequalities are based on the  
dominance of a metropolitan urban system, where the metropolitan region grows more rapidly 
than the national average. As a result, it has reaped pertinent advantages in terms of external 
economies, productive restructuring and extensive infrastructure improvement (Petrakos 2009).  
 
The study on the influence of integration on economic growth is traditionally related to classical 
business cycles defined by absolute expansions and contractions of economic activity (Burns 
and Mitchell 1946). However, this relationship does not provide information on the tendency of 
economic fluctuations to become synchronised. Business cycle synchronisation is the             
co-movement of business cycles expressed in terms of deviations around an estimated trend 
(Lucas 1977). The degree of synchronisation of business cycle fluctuations among regions is 
conditioned upon some common structural characteristics, making the shocks and -cum- the 
fluctuations more symmetric. Consequently, the growth rate movements of some regions might 
be more or less synchronised, which is revealed by studying their synchronisation cycles. 
 
This new aspect on the influence of integration on business cycle synchronisation has lately 
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Abstract: This paper examines the degree of synchronicity in business cycles in Greek 
regions associated with specific spatial and economic characteristics that explain, to a 
large extent, synchronisation dynamics. We conducted an analysis of almost 30 
years’ (1980-2008) worth of data at the NUTSIII level (prefectures). We conclude that  
prefectures are more synchronised with the NUTSII regions than the national level,        
accentuating a regional (NUTSII) border effect. Moreover, the intensification of the         
integration process and the free operation of markets seem to diachronically affect the 
structural characteristics of the Greek regions and the geography of cyclical                  
synchronisation. Our study revealed a two-stage integration in which in the first stage they 
are detected urbanisation economies, while in the second one localisation economies. The 
metropolitan region, apart from its prominent position in economic growth, shows a       
confined level of business synchronisation with the other regions, stressing Greece’s       
pattern of economic and structural dualism. 
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been the focus of considerable research. The vital role of production systems in the economy 
and the unprecedented changes they experience during integration require study of the         
evolution, transformation and determinants of synchronisation cycles. The systemically            
intensified influence of integration affects the backwardness, low levels of competitiveness and 
the inertia in structural changes that characterise the Greek regions, indicating the importance 
of studying the patterns and the potential determinants of synchronisation cycles in Greece. 
The literature on Greek business synchronisation cycles is limited and is focused mostly in the 
association of cycles with the European Union (EU). This paper fills this gap in detecting the 
business synchronisation cycles of the Greek regions by assessing and evaluating their spatial 
evolution over time and by appraising the amplitude of the association of business                
synchronisation cycles in the metropolitan area and the national average with the other regions.  
 
This paper has two goals: to study the extent to which business cycles of the Greek regions are 
correlated and to investigate econometrically the determinants of the co-movement of output. 
The analysis outcomes are based on three salient points. First, the prefectures (NUTSIII       
regions) are more synchronised with the NUTSII regions than the national level, highlighting a 
regional (NUTSII) border. Second, there is a two-stage integration of Greek regions influencing 
on a differentiated way the  synchronisation cycles, first by reinforcing urbanization economies 
and secondly by reinforcing localization economies. Third, the metropolitan region, apart from 
its prominent position of economic growth, displays a confined level of business                          
synchronisation with the other regions, stressing the pattern of economic and structural dualism 
in Greece. 
 
The paper is structured as follows. Section 1 summarises the literature. Section 2 details the 
methodology. Section 3 elaborates the synchronisation of regional cycles, and section 4       
describes the geography of synchronisation. Section 5 detects the determinants of the                 
co-fluctuations using an econometric approach. Finally, section 6 states the concluding          
remarks. 
 

Literature review 
 
The issue of synchronisation is of interest since many contemplated actions encourage        
questions about their cycles. In this section, we present some interesting contributions in the 
literature and emphasise their most crucial issues. 
 
Most literature on business cycle synchronisation focuses on both the national and regional 
level. The investigation of the increasing or decreasing synchronicity of business cycles has 
been broadly studied with different data sets, spatial levels, time intervals or investigative  
methods. Various studies have concluded that European business cycles have become more 
synchronised (Artis and Zhang 1997, Barrios et al. 2003) amongst the more developed EMU 
members (Beine et al 2003); there is more synchronisation amongst EMU members compared 
to the European periphery (Beine et al. 2003); synchronisation has lately increased in some 
‘peripheral’ countries (Marelli 2006); there are remarkable similarities between the business 
cycle patterns of countries, despite significant differences in the patterns of fiscal and monetary 
policies and terms of trade (Christodoulakis et al. 1995) and the cross-correlation of regions 
across national borders has increased over time (during the period 1979-1992 associated with 
the ERM implementation), while, simultaneously, cross-regional correlation within countries has 
decreased (Fatas 1997).  
 
On the contrary, other studies allege for a less apparent evidence in the correlation of the      
cyclical movements (Harding and Pagan 2001) considering that the correlation of synchronised 
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cycles remains low or even decreases in the case of the Greek regions (Montoya and de Haan 
2007). In general, there are two streams of thought. The first supports the idea that economic 
integration leads to more symmetric fluctuations which, in turn, lead to more synchronised  
business cycles. The second agrees with Krugman (1991) and the notion that increasing       
integration will lead to regional concentration of industrial activities which, in turn, will lead to 
sector - or even region- specific shocks, increasing the likelihood of asymmetric shocks and 
diverging business cycles (Camacho et al. 2006). However, the bulk of the literature suggests 
increasing synchronicity (Marelli 2006).  
 
The business cycle association among countries with inferior development characteristics and 
particularly with Greece and the EU has also been a subject of study. The results highlight the 
lack of cyclical convergence of Greece with the euro area (Gouveia and Correia 2008); a less 
synchronised cycle with the EU cycle after the introduction of the euro (Gogas and Kothroulas 
2009); little sign of convergence (Crowley and Lee 2005); a low correlation of the business  
cycle with the Euro area business cycle and greater volatility (Papageorgiou et al. 2010);       
decreasing volatility over time and a weaker correlation and transmission in synchronisation of 
cycles with the Euro zone (Leon 2006); or a greater synchronisation with Algeria, Egypt and 
Tunisia than with other European countries (Gallegati et al. 2004). 
  
Studies have examined not only to what extent business cycles have become similar but also 
the driving forces of the co-movement of output. The determinants that affect the                         
synchronization cycles are various. First, the relative size (in terms of population) significantly 
affects economic co-fluctuations (Barrios and de Lucio 2003). Differences in industrial structure 
patterns and specialisation among regions are also important factors in business cycle         
synchronisation, as industry-specific shocks will generate a higher degree of business cycle 
synchronisation among regions with similar production structures rather than among regions 
with asymmetric structures (Imbs 2001). This is why industry-specific shocks usually play a 
more important role at the regional than the cross-national level (Belke and Heine 2006).  
Moreover, the integration process is believed to have a stronger effect on the synchronisation 
cycles in regions rather in countries due to intensified trade relations and specialisation levels 
(Tondl and Traistaru 2006). Some studies suggest the correlation of regional business cycles 
with the national cycle remains high over time in spite of European economic integration,    
inferring the existence of a border effect (Montoya and de Haan 2007), while others show that 
this effect has notably decreased (Barrios and de Lucio 2003). Concisely, the business cycle 
correlation should be studied with a multivariate approach, as it depends on a variety of factors, 
including structural and policy-related variables (Haan et al. 2008). 
 

Methodology 
 
Synchronicity is the co-movement of growth rates over time. Growth rates are measured as the 
rate of change in the real (inflation-adjusted) gross domestic product (GDP) per capita of a  
region. In our analysis for the estimation of business cycles in Greece, we use annual              
observations of the GDP in constant prices at the NUTS III Greek region level (prefectures), 
covering 29 years from 1980-2008. For the identification of the business cycle, we use the 
‘deviation cycle’ proposed by Lucas (1977), which is defined as a cyclical fluctuation in the 
cyclical component of a variable around its trend. The ‘deviation cycle’ is identified by isolating 
the cyclical component from the trend component, and for this purpose, it is necessary to apply 
a specific de-trending technique, which transforms the non-stationary variable of regional         
output into a stationary one. There are a variety of filtering techniques to extract the cyclical    
components of the macroeconomic series. Most studies apply non-parametric filters divided 
into high-pass or low-pass filters, which remove high frequencies.  
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We use the Hodrick-Prescott filter (1997), which estimates the trend component by minimising 
deviations from trend, subject to a predetermined smoothness of the resulting trend. It is a 
high-pass filter, it removes fluctuations with a frequency of more than eight years and puts 
those fluctuations in the trend (Haan et al. 2008). The advantages of this standard practice are 
first, that it is easy to implement and second, the resulting cyclical residuals are similar to those 
of the band-pass filter (Belke and Heine 2006, Haan at el 2008). We decompose the economic 
series of interest (the real GDP of Greek prefectures in log terms) into the sum of a slowly 
evolving secular trend, and a transitory deviation from it, which is classified as the following 
cycle: 
 
Observed series (Xt) = Permanent trend (Tt) + Cycle (Zt) 
 
The HP filter has been widely used in business cycle literature. The filter extracts the trend T t 
from a given data Xt by minimising the following function:  
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where Xt is the actual series, Tt is the trend series and λ is the smoothing parameter, which 
penalises the acceleration in the trend component relative to the business cycle component  

(
tTtX ˆ ). In other words, the λ parameter controls the smoothness of the adjusted trend series 

Tt -, i.e., as λ→0, the trend approximate the actual series Xt, while as λ→ , the trend 
becomes linear and thus deterministic. According to Marcet and Ravn (2003), the parameter λ, 
which is determined endogenously in annual data, should be between 6 and 7, while according 
to Ravn and Uhlig (1997), it should be equal to 6.25.  
  
The next methodology we employ calculates the cross-correlation coefficient to estimate the 
degree of linear co-movement of regions in different time series. For this purpose, we use the 
Pearson correlation coefficient for the cyclical part of the GDP. If the business cycle correlation 
coefficient has values around 1, it denotes full business cycle convergence, while if it has 
values around -1, it suggests full business cycle divergence. Therefore, regions with low 
correlation coefficient are less synchronised and possess different economic structures (Kenen 
1969). Nevertheless, low values of business cycle correlation should be interpreted carefully, 
as low synchronisation might instead just be an expression of agglomeration tendencies on a 
regional level and take place according to an optimising calculus (Belke and Heine 2006). 
 

The synchronisation of regional (prefectural) cycles 

For our analysis, we compute the correlation coefficients between the prefectural cycle (51 
regions at NUTS III level) with first the national cycle and then with the cycle of the broader 
NUTSII regions (NUTSIII regions represent sub-regional units). The first method emphasises 
the co-fluctuating cycles among the prefectures and the national average, whereas the second 
method emphasises the interregional correlation coefficients to capture the regional specific 
border effect.  
 
There are two approaches to analysing the correlation coefficient over time. The first splits the 
sample into various periods and examines the integration effect on each of them, and the 
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second uses the rolling window technique to observe the evolution of the correlation coefficient 
(Massmann and Mitchell 2004). Instead of splitting the sample in arbitrary periods, we opt for 
using a rolling window of 8 years (Montoya and De Haan 2007). The results for the average 
correlation coefficient of all prefectures with both the national and the regional reference cycle 
are displayed in Figure 1. As shown, the average correlation of the prefectural cycle with the 
national cycle experienced a steep decline from 1990-2008. In contrast, the average correlation 
of the prefectural cycle with the regional cycle, despite the diminishing degree of synchronicity, 
remains higher than the correlation with the national cycle. Moreover, it recuperated slightly 
from 2001-2008.  
  
On the basis of our findings, it becomes evident that there is a differentiated tendency            
regarding the degree of business cycle synchronisation. The discrepancy between the           
synchronisation of the prefectural cycle and the national and the regional cycle suggests that 
the integration process is more intensive at regional NUTS II level, as the cycle of the            
prefectures in Greece do not seem to co-fluctuate with the national cycle. The exception to that 
is the Attica region, where the business cycle proved to be synchronised with the national       
cycle, an outcome that could be attributed to the gradual concentration of an enormous part of 
the total economic activities in the region.      

The geography of synchronisation 
 
It is interesting to investigate the correlation of the business cycles among the prefectures of 
different regions as well as the correlation among the prefectures of the same administrative 
region to pinpoint the degree of intraregional and interregional synchronisation at the NUTS III 
level. For this reason we applied a multidimensional scaling technique (MDS) to the cyclical 
components of the 51 prefectures (regions at NUTS III level). This technique converts a set of 
dissimilarity measures in several dimensions into two dimensions by minimising the squared 
sum of the difference between the real and the estimated distance. The purpose of the MDS is 
to provide a visual representation of the pattern of proximities among a set of objects           
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Fig. 1 - Prefectural (NUTSIII) cycle correlation with regional (NUTSII) and national         
business cycles. 8-year rolling window  



 

 
 

 

represented by the business cycles of the prefectures.  
 
From a more technical point of view, the MDS identifies a set of vectors in p-dimensional 
space, such that the matrix of Euclidean distances, which correspond as closely as possible to 
some function of the input matrix according to a STRESS (standardised residual sum of 
squares) function. The smaller the STRESS value, the better the representation. In our case, 
we use a two-dimensional configuration since the STRESS value is 0.005, which denotes that 
the distances in the map represent, without distortions, the input data, so there is no need for 
higher dimensional configuration.  
 
Figure 2 illustrates the prefectures that are closely located and shows that their business cycles 
are highly synchronised. We collect evidence by scrutinising whether these prefectures belong 
to the same region or to different regions. Apart from the regional (NUTSII) border effect, there 
are similarities, in terms of business cycle synchronisation, among prefectures of different NUT-
SII regions, suggesting common characteristics with respect to both spatial and production 
structure. The identification of these common characteristics leads inductively to the next step, 
which is an econometric approach to synchronisation cycles. 

Econometric analysis  
 
In this section our objective is to provide intuition on which and to what degree variables      
explain the different co-fluctuations cycles in the Greek regions. Specifically, our econometric 
analysis is based on three important points: First, we use an interdisciplinary approach and 
compile a multivariate model, which investigates a series of industrial and regional-specific 
factors affecting the synchronicity of business cycles between two prefectures (NUTS III       
regions). Second, our research examines the cross-correlation of all possible region-pairs with 
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Fig. 2 - Multidimensional scaling NUTSIII region (1980 -2008) 
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