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Eastern Europe as an economic area
From a drab planned economy to a colorful market

· Strong growth rates in the new EU states
Wroclaw. Traffic on the circular roads around the historic city center is already bumper to bumper in the early morning. An endless stream of shiny cars flashes by home improvement stores, fast-food restaurants and buildings where international companies such as ABB, Alcatel, Bosch, SAP, Siemens or Whirlpool reside behind glass fronts. A modern picture and at the same time a picture of a powerful transformation. After all, this backdrop that looks so international is located in Wroclaw, Poland, in what was once referred to as the "Eastern Bloc".
What is so remarkable about this is that Wroclaw is not an exception. According to forecasts
, the real growth rate (gross domestic product) will reach 5.8 percent this year after 6.1 percent in 2006 and 6.7 percent in 2007. Warsaw, Poland's capital city, reports eight percent, a small boom. The flip side of the coin: In many industries, the workweek in Warsaw has up to 70 hours. That doesn't seem to bother anybody, however. Diligence and optimism pay off. For 2008, the Polish building industry is expecting incoming orders to be up 10 percent to 15 percent, a big boom. However, Poland is not just an isolated case. Countries like the Czech Republic, Slovakia, Hungary or the Baltic countries are headed in the same direction. Estonia and Lithuania, for example, had an annual economic growth rate of between nine and ten percent. 

What these countries lack in raw materials they make up for by investing in future technologies. In Estonia, for example Internet access is free for everybody by law. In Lithuania, the number of passenger cars per 1,000 people is 422 – just below the rate for the Netherlands. An essential success factor in global competition, in stark contrast to the so-called third-world countries, is the high level of education in the countries of the former Eastern Bloc. For decades, compulsory education has been just as entrenched there as in the West. Illiteracy is almost unheard of, and the number of university students is high. In Poland, for example, almost two million people study at a university. In Russia, the number of university students has almost doubled since 1990. Currently, 7.7 million students are enrolled. 

Between the historical times of great change since 1989 and today are not only years, but ages. A colorful market has developed out of the drab planned economy. And the economy is growing rapidly. In the past ten years, for example, the Polish GDP, measured in buying power, has doubled to just under US$14,000 per person. That makes it just about half that of France today, while it was only one third of it ten years ago. This positive development doubtlessly accelerated the entry of several of these Eastern European countries into the European Union on May 1, 2004. In addition to removing the economic barriers by opening the borders to goods and services from the new member states, the EU also helped directly. A total of 10.6 billion euros in financial aid was made available to the Eastern European candidates for membership in the EU from 1990 to 2000. From 2000 until 2003, an additional 3.12 billion euros flowed yearly into the ten new East or Southern European countries. 

Growth in the new member states is also causing concerns in the "old" EU, however. Terms like "outsourcing" and "lower wages" dominate part of the discussion, while the new EU states apply actively for foreign investments. However, the view is establishing itself more and more that production in the Eastern markets, even with shorter paths to the consumer, will increase turnover and eventually create more jobs in the long run. So, for substantial parts of Western European industry, production in Eastern Europe does not mean a movement away, but rather a step needed to develop new, larger markets.

Not a member of the EU, but an important growth engine east of Germany is Russia – not least based on its size and its population of currently about 142 million people. During the past ten years, the real economic growth was constantly above six percent and even exceeded seven percent four times
. The value of the Russian GDP of 21,665 trillion rubles (2005) equals US$766 billion.  Considering its actual buying power, the value of the Russian GDP is at least double that amount. The per capita GDP is growing rapidly and, at US$14,000 in 2007 measured in terms of buying power, already exceeded the levels of Argentina or Mexico and was about 50 percent higher than that of Turkey
.

According to estimates by the World Bank, the power industry in Russia, along with the other raw material sectors, contributes about one fourth of the total economic production of the country. Energy exports contribute about two thirds of all the revenue produced by exports. With about one third of the world's natural gas reserves, Russia has by far the largest safely exploitable reserves anywhere in the world, is the largest exporter of natural gas, and the second largest exporter of mineral oil (after Saudi Arabia) in the world. 

Still very much out of the public eye are Central Asian countries such as Kazakhstan or Uzbekistan, which, because of their historical association with the former Soviet Union, are also included in the Eastern European region by General Motors statisticians.

Uzbekistan has a land mass of 447,400 km² and is – in addition to Liechtenstein – the only landlocked country in the world that is surrounded solely by other landlocked countries. Uzbekistan is a very young country, as about 10.4 million people (just under 40 percent of the total population of almost 28 million) are under the age of 18, and as many as about 17 million (about 65 percent) are under the age of 30. The Uzbek economy is still based largely on agriculture (Uzbekistan is the third largest exporter of cotton in the world). However, raw materials such as natural gas, gold and copper, and the manufacturing of chemical products and machinery are providing a current real growth rate of 8.1 percent, at a level that is admittedly still low. The current GDP adjusted according to buying power is US$2,200 per person.

With similar growth rates (an average of 9.3 percent since 1999, now 8.7 percent real), the approximately 15 million inhabitants of Kazakhstan have achieved a considerably higher prosperity level, with a GDP of US$10,400 per capita adjusted according to actual buying power. With a land surface of 2,717,300 km², Kazakhstan is the ninth largest country in the world, and the largest of all landlocked countries. In addition to rich reserves of oil and natural gas, Kazakhstan has considerable deposits of uranium, iron, copper, coal, cobalt, tungsten, lead, zinc and molybdenum. The country has the largest reserves of chromium, vanadium, bismuth and fluorine in the world.
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