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After an initial take-off during the first eight years following unification, the Eastern German economy started to stall and regress to its old growth path of the 1950s and 1960s. The initial quick convergence only compensated for the dismal stagnation that the expropriation and concentration strategies of party leader and general secretary Erich Honecker had produced. Since then, Eastern Germany has followed a two-thirds growth path compared to Western Germany, which shows that the structural problems of communist rule have not been overcome. The share of small and medium-sized firms is too small, creating an extremely fragmented group structure of firms and, thus, a lack of internationally active headquarters. A 1% increase of small and medium-sized firms on average reduces growth by 0.3%. This paper argues that catching up with the West will take more than a generation and needs to address central economic woes by encouraging endogenous, as well as exogenous growth through a merger-and-acquisition strategy and through the establishment of headquarters.



                    
    


                    
                        
                            
                                
                                    
                                        
                                    
                                    
                                        This is a preview of subscription content, log in via an institution
                                    
                                    
                                        
                                     to check access.
                                

                            

                        

                        
                            
                                
                                    Access this article

                                    
                                        
                                            
                                                
                                                    Log in via an institution
                                                    
                                                        
                                                    
                                                
                                            

                                        
                                    
                                    
                                        
 
 
  
   
    
     
     
      Buy article PDF USD 39.95
     

    

    Price excludes VAT (USA)

     Tax calculation will be finalised during checkout.

    Instant access to the full article PDF.

   

  

  
 

 
  
   
    Rent this article via DeepDyve
     
      
     

   

  

  
 


                                    

                                    
                                        Institutional subscriptions
                                            
                                                
                                            
                                        

                                    

                                

                            
                        

                        
                            
                        

                    

                    
                        
                    


                    
                        
                            
                                
        
            
                Similar content being viewed by others

                
                    
                        
                            
                                
                                    [image: ]

                                
                                
                                    
                                        How Does European Integration Work? Lessons from Revisiting the British Relative Economic Decline
                                        
                                    

                                    
                                        Chapter
                                        
                                         © 2017
                                    

                                

                                
                            
                        

                    
                        
                            
                                
                                    [image: ]

                                
                                
                                    
                                        Comparative Economics After the Transition
                                        
                                    

                                    
                                        Chapter
                                        
                                         © 2023
                                    

                                

                                
                            
                        

                    
                        
                            
                                
                                    [image: ]

                                
                                
                                    
                                        Economic Growth and Convergence in the Baltic States: Caught in a Middle-Income Trap?
                                        
                                    

                                    
                                        Article
                                        
                                         01 September 2015
                                    

                                

                                Karsten Staehr

                            
                        

                    
                

            
        
            
        
    
                            
                        
                    

                    

                    

                    
Author information
Authors and Affiliations
	Chair for Political Economy, Martin Luther University Halle-Wittenberg, Friedemann-Bach-Platz 6, 06108, Halle (Saale), Germany
Ulrich Blum


Authors	Ulrich BlumView author publications
You can also search for this author in
                        PubMed Google Scholar





Corresponding author
Correspondence to
                Ulrich Blum.


Additional information
The author is indebted to Julia Cachay and to Julia Grüber who set up the databank on medium-sized enterprises in Germany for the period covered. The research was supported by the State of Saxony-Anhalt under the research project “Strategies for Overcoming the Headquarter Gap in Eastern Germany”.
Ulrich Blum, Martin Luther University Halle-Wittenberg, Germany.


Rights and permissions
Reprints and permissions


About this article
[image: Check for updates. Verify currency and authenticity via CrossMark]       



Cite this article
Blum, U. The Eastern German Growth Trap: Structural Limits to Convergence?.
                    Intereconomics 54, 359–368 (2019). https://doi.org/10.1007/s10272-019-0854-8
Download citation
	Published: 02 December 2019

	Issue Date: November 2019

	DOI: https://doi.org/10.1007/s10272-019-0854-8


Share this article
Anyone you share the following link with will be able to read this content:
Get shareable linkSorry, a shareable link is not currently available for this article.


Copy to clipboard

                            Provided by the Springer Nature SharedIt content-sharing initiative
                        









                    
                

            

            
                
                    

                    
                        
                            
    

                        

                    

                    
                        
                    


                    
                        
                            
                                
                            

                            
                                
                                    
                                        Access this article


                                        
                                            
                                                
                                                    
                                                        Log in via an institution
                                                        
                                                            
                                                        
                                                    
                                                

                                            
                                        

                                        
                                            
 
 
  
   
    
     
     
      Buy article PDF USD 39.95
     

    

    Price excludes VAT (USA)

     Tax calculation will be finalised during checkout.

    Instant access to the full article PDF.

   

  

  
 

 
  
   
    Rent this article via DeepDyve
     
      
     

   

  

  
 


                                        

                                        
                                            Institutional subscriptions
                                                
                                                    
                                                
                                            

                                        

                                    

                                
                            

                            
                                
    
        Advertisement

        
        

    






                            

                            

                            

                        

                    

                
            

        

    
    
    


    
        
            Search

            
                
                    
                        Search by keyword or author
                        
                            
                            
                                
                                    
                                
                                Search
                            
                        

                    

                
            

        

    



    
        Navigation

        	
                    
                        Find a journal
                    
                
	
                    
                        Publish with us
                    
                
	
                    
                        Track your research
                    
                


    


    
	
		
			
			
	
		
			
			
				Discover content

					Journals A-Z
	Books A-Z


			

			
			
				Publish with us

					Publish your research
	Open access publishing


			

			
			
				Products and services

					Our products
	Librarians
	Societies
	Partners and advertisers


			

			
			
				Our imprints

					Springer
	Nature Portfolio
	BMC
	Palgrave Macmillan
	Apress


			

			
		

	



		
		
		
	
		
				
						
						
							Your privacy choices/Manage cookies
						
					
	
						
							Your US state privacy rights
						
						
					
	
						
							Accessibility statement
						
						
					
	
						
							Terms and conditions
						
						
					
	
						
							Privacy policy
						
						
					
	
						
							Help and support
						
						
					


		
	
	
		
			
				
					
					35.174.3.48
				

				Not affiliated

			

		
	
	
		
			[image: Springer Nature]
		
	
	© 2024 Springer Nature




	






    