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Abstract 

In the old industrial regions, the so-called shrinkage is rather a common phenomenon, and in 

Europe, too. It is stated that over 40 per cent of towns have been affected by such processes in 

variously long periods. Based on the theoretical description of cyclic development in such 

regions, on the state of Moravian-Silesian Region described in the basic development 

documents and based on the indicators used for the analysis of the shrinkage process, we may 

conclude that the ability to use external sources—especially those from the EU, in accordance 

with the rules of fund drawing for the period of 2007-2013—may significantly influence the 

intensity and length of the shrinkage processes in the region.  
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Introduction 

  The conception of shrinking cities appears rather infrequently in literature in spite of the fact 

that the phenomenon described is far from being infrequent. The term comes from English and 

describes that a city or a region goes through processes of infavourable social and economic 

development. The basic indicator of the situation is mostly considered as a decrease in number of 

inhabitants in the given territory. It should be stated that although the basic indicator is of social-

geographic character, the process itself may be seen from many points of view, such as architectonic, 

social and economic. From the view of individual causes and consequences it is also possible to define 

outcomes for individual diverse parts of social life. 

Although the processes have been in progress throughout the whole history of urban 

development, it is purposeful to pay attention to the development of the last decades. In the 20
th
 

century, the shrinking process became a common feature of many cities, see f.a. Eckart at alli (2003). 

It is stated that up to 40 per cent of urban agglomerations in Europe have experienced this process in 

short, middle or long term.  Therefore, nowadays the scope becomes a subject of respectable analyses. 

The aim of the paper is to verify the possibility of examining the relations between social-

geographic and economic indicators of development in order to assess their mutual influence. 

 

1. National development trajectory and its consequences for Ostrava Region 

Consequences of policy of former Czechoslovak government (economic policy, regional 

policy and directives in accordance with the law) were very significant for development of regions and 

cities in the Czech Republic. To a large degree, regional development and trajectory of Ostrava Region 

(from the point of view of economic, social and demographic development) confirm development of 

trajectory of the whole Czech Republic. In the Czech Republic as well as in Ostrava Region we may 
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see influences of all significant social processes that are typical of OECD countries, such as 

deindustrialization, growth of services, increasing role of lifelong and tertiary education and 

development of sophisticated productions. 

However, Ostrava Region has its own particularities, such as less diversified economic 

structure based on coal mining and steel production (in other words, very specialized economic 

structures in developed industrial branches, such as coal mine and coke, iron and steel production, 

power supplies, industry, chemical industry), high level of ecological damage in the country and lower 

social and educational level that is typical of the old industrial regions.  

In the period from 1948 to 1989, development of regional economy in Ostrava was noticeably 

influenced by centrally-planned economic system, in which the whole Czech economy, together with 

the regional economy of Ostrava, was a part of the Council for Mutual Economic Assistance with all 

its negative consequences of international socialist economic specialization (division of labour). 

Political support played a very significant role in the process of an extensive socialist industrialization 

(coal mine, heavy industry and power supplies as the base of the national economy) and the socialist 

urbanization, mainly in the latter half of the 40´s and then in the 50´s and 60´s of the twentieth 

century. 

At the end of 1989, there was the ―Velvet Revolution‖ which started the process of political 

and economic transformation. The first consequence of the transformation was the loss of importance 

of Ostrava Region for the national economy. Ostrava Region was coping with substantial problems, 

mainly with the consequent economic development.  

After 1990, the new economic and political elite criticised the central government for 

supporting Ostrava in the real socialism era (1948-1989). However, the necessary restructuring 

process of regional economy started without any strong systematic approach of the central government 

in 1990. In Ostrava Region, this led to deindustrialization, mainly for economic inefficiency of the 

local large industrial companies. Together with the deindustrialization and transformation of the whole 

economic system, there was liberalization of prices, restrictive monetary policy and devaluation of 

currency, small and big privatization etc. Within the deindustrialization process, all the coal mines on 

the territory of the city as well as most of the coke plants and factories were closed by 1994. In 1998, 

Vítkovice – Blast Furnace was closed. Internal restructuring and closing down of business in the old 

industrial branches brought massive redundancy and a high unemployment rate. In 2000, there were 

100,000 unemployed in the Moraviann-Silesian Region. The loss of jobs in the old industrial branches 

during the transformation and restructuring in the 90´s led to shrinking processes. 

In 1991, the unemployment rate began to be monitored and reported on the level of regions 

and districts—in our case it was the district of Ostrava. Unemployment rate trajectory was according 

to the available data of job centres as follows: in 1991, the average unemployment rate in district of 

Ostrava was 4.7%, then in period from 1997-2003 there was a longterm growth (the highest 

unemployment rate was reached in 2003 with the level of 18.4%). From 2004 to 2008 the 

unemployment rate began to decrease almost by 2% annually and it reached the bottom in 2008 with 

the level of 8.4% (the whole Czech Republic reported 4.4%). 

Since 1996 the Czech Statistical Office began to monitor the development of GDP on the level 

of regions (NUTS 3) and solidarity areas (NUTS 2), i.e. Moravian Silesian Region, or solidarity area 

of Moravia-Silesia. However, the development of the regional economy reflects the development of 

the local economy (regional growth) of Ostrava City. From the viewpoint of regional GDP trajectory, 

there was a suprisingly generally positive development (with regards to ―mature‖ economy based on 
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coal mining and heavy industry) up to 1996 (6.4% regional GDP growth). However, in 1997 to 1998 

there was a crisis of the Czech economy and the GDP of the Czech Republic decreased by -0.8% 

(1998), and the regional rate of GDP growth in the Moravian Silesian Region decreased by -5.1% 

(1998). The 1997-1998 crisis was mainly caused by the development of the global economy, 

restrictive monetary policy of the Czech National Bank, much limited willingness of commercial 

banks to provide credit and by influence of impacts of negative consequences of privatization of 

companies. 

In the latter half of the nineties, mainly after the 1997-1998 crisis was over, a wide-ranging 

activities of all local and regional development participants (with the EU support, yet still with 

insufficient support of the Czech government) were launched. The Regional Development Agency 

Ostrava—that was established in 1993 in order to provide support for development of activities of 

towns in the Moravian Silesian Region—became re-activated. Ostrava City founded a local body in 

order to put through strategy of attracting foreign investments into the city. A business zone was 

prepared on greenfield in Hrabová. Regional marketing for attracting direct foreign investments (FDI) 

was launched in 1998 by participation on the real estate exhibition MIPIM in Cannes (France). The 

effort to attract investors into the region brought many small investors in the first wave, later bigger 

industrial investors arrived. The influx of FDI into the Czech Republic was supported by CzechInvest 

Agency (managed by the Ministry of Industry and Trade) and by legislation for support of investments 

enabling to provide incentives for investors, such as subsidies, tax allowances or cheaper plots. This 

kind of direct support of FDI helped to re-industrialize the Czech Republic and the Moravian Silesian 

Region. In 2004-2005 the GDP of Ostrava (Moravian Silesian Region) grew faster than the average of 

the Czech Republic. In 2006 Hyunday Motor Company decided to invest into the region and 

production of automobiles was launched on the territory of the strategic industrial zone in Nošovice in 

2008. The launch of production of Hyundai with a multiplication effect has an impact on the level of 

automotive suppliers and regional employment. An important part for development of the regional 

economy was completing the highway D47 to Ostrava. 

 

2. Socially demographic development  

Whereas until 1990, there had been processes to concentrate the population into the Czech and 

Moravian cities, since 1990 there have been converse processes. It is stated that almost 160,000 people 

left the 22 largest cities of the Czech Republic from 1991 to 2005. At the same time, there is no city 

that would have more inhabitants in 2005 than in 1990. At the end of the eighties, there were 8 Czech 

cities with more than 100,000 inhabitants, nowadays it is just Prague, Brno, Ostrava, Pilsen and 

Olomouc. The ―top‖ cities with the largest loss of inhabitants from 1990 to 2005 are the following: 

Carlsbad (-9.4%), Frýdek-Místek (-8.1%) and Zlín (-7.8%). 

If we have a look at the region, then from the viewpoint of historical development, the 

Moravian-Silesian region (today´s NUTS 2) belongs to the so-called old industrial areas. These areas 

may be generally characterised as areas with long-term high population density and above-average 

size of inhabited areas (Moravia-Silesia together with Prague is the only region in the Czech Republic 

that does not have a country character from the point of view of the EU division methodology). The 

characteristic of the region is supplied with a high number of industrial companies and is typical of 

long-term industrialization. There are mainly companies of a few interconnected branches in the 

region. 
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From the characteristic it is clear that the relation to the issue of shrinking cities is relevant. It 

may also be supported by the following table which shows a number of inhabitants of significant cities 

in the region. 

YEAR 1991 2010 

Ostrava 327,413 303,609 

Havířov  86,736  82,022 

Karviná  67,946  60,679 

Frýdek-Místek  64,971  58,200 

Opava  63,548  58,274 

Source: Statistical Yearbook of the Moravian-Silesian Region 

It may be stated that from the point of view of the main characteristic—number of 

inhabitants—the Moravian-Silesian Region is one of the areas  significantly influenced by the 

shrinking process. It should be said that the shrinking process has its significant economic impact and 

as such, it should be a subject of research from this point of view.  

 

3. Economic aspects of the shrinking process 

If we are to focus on the issue of economic aspects of shrinking cities, we need to proceed from 

so-called indicators, i.e. characteristics monitoring relations between social and economic effects. 

Such indicators should mainly cover the following:   

- Relations between the national and regional development, 

- Sociodemographic structure, 

- Economic activities, 

- Educational base, 

- Infrastructure of the region, 

- Environmental context, 

- Social, economic and cultural risks. 

 

If we are to focus on the area of economic activities, mainly business, then the basic characteristic 

areas may be stated the following: 

- Main characteristics of the business environment, 

- Longterm regional development trends, 

- Trends in public and private investments, 

- Characteristic of labour market, 

- Structure of the unemployed, 

- Possibilities of activities with high added value, 

- Condition and development of the area of services, 

- Risk of brain drain 

- Condition of regional and municipal budgets (development of revenues and expenses), 

- Possibilities to use external sources for transformation. 
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4. Economic characteristics 

It is remarkable that unlike the clear development  of the sociodemographic characteristics 

confirming the shrinking process, the development of the basic economic indicator is not so clear. 

According to theoretical presumptions, the process of inhabitant shrinkage and restructuring of 

economic activities should cause decrease in revenues of the municipal budget.  However, in case of 

Ostrava the budget of the city rose from 2,254 million CZK in 1995 to 8,252 million CZK in 2009. 

What affected the development was the positive economic development, especially from 2004 to 

2008, as well as changes in budgetary determination of taxes, which are decisive factors making the 

real comparison of social and economic development of the city impossible. 

In the period from 1993 to 1995, the base of tax revenues was the tax on personal income, 

income tax of the self-employed, real estate tax and a share of the district revenues of personal tax on 

employment. Relation to the district proceeds caused extraordinary high differences in tax revenues, 

therefore there were corrections to tax revenues from 1996 to 2000.  

The change concerned the personal tax on employment where the revenues are shared by the 

state, district authorities and municipalities. 

If we consider the changes in the tax division after 2000, the there is effort to:  

- Eliminate causes of unequality in revenues of municipalities, 

- Eliminate speculative activities in order to increase revenues, 

- Strengthen the stability of budgets by expanding the spectrum of taxes for revenues of 

municipalities, 

- Bring closer the dynamics of tax revenues. 

 

Since 2001, the exclusive revenues of municipalities have been the following: 

- Real estate tax revenues, 

- Tax on corporate income paid by municipalities. 

 

The shared revenues have become the following: 

- Personal tax on employment, 

- income tax of the self-employed (70%), 

- tax on personal income collected by deductions, 

- tax on corporate income (excl. municipalities), 

- share of municipalities on VAT. 

-  

The municipalities gained 20.59% of the relevant tax revenue. 

Since 2002, another 1.5% of revenue from the national revenue of personal tax on employment 

and fringe benefits were allocated to municipalities.  

It needs to be stated that according to the valid budget methodology, the tax revenues of 

municipalities also include so-called local charges—there are nine of them at the moment and they are 

optional. The tax revenues also include administrative and sanction charges. These items show steady 

growth of revenues as well. 

The applied tax model caused that small municipalities with up to 150 inhabitants were 

disadvantaged, which was being justified by the economic pressure on their mergers. Basically, the 

change in the budget tax division did not affect municipalities with 200 to 5,000 inhabitants. However, 
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it was profitable for towns from 50,000 to 100,000 inhabitants, the most profitable it was for cities 

with more than 100,000 inhabitants. The tax benefit was estimated to 20% at least  Provazníková 

(2007). Nowadays, there have been going on intensive political and economic discussions about the 

contrary process. Realization of such intentions would mean 1 billion less for Ostrava every year.  

Another factor that needs to be considered is the impact of capital expenditures on the total 

amount of municipal budget. And the capital expenditures are covered by a credit or by issuing 

obligations in some cases (e.g. 1996, 2004). 

The following table shows a brief outline of the frame budget of the city (mil. CZK): 

YEAR Total budget Operating expenses Investments 

1989 2,462.1 1,961.4 500.7 

1995 2,554.5 1,648.4 906.1 

2000 3,467.1 2,876.6 590.5 

2005 7,748.5 4,879.2 2,869.3 

2010 - assumptions 6,367.0 5,169.0 1,198.0 
Source: Ostrava Town Hall 

The cardinal effect of the change of the bill on tax division was confirmed by year growth of the 

budget in 2001 by almost 2.2 bil. CZK . 

Nevertheless, the budget for 2010 is lower and it approximately corresponds to the budget of 

2007. In spite of this drop (surely also affected by the economic recession), the outlook of the financial 

situation of the city as well as its rating is stable. The international rating agency Standard and Poor´s 

even improved the rating of the city to A/A-1. 

 

Conclusion 

The results of comparison of development of social-geographic and economic factors 

related to the shrinking process of cities do not make a correct comparison possible at the 

moment.  

Whereas the social characteristics—mainly the decrease in number of inhabitants, 

migration of younger and better educated people and the unemployment rate—correspond to 

the process of industrial restructuring, it is not possible to substantiate direct economic 

impacts. It is mainly caused by frequent changes of the act on budget tax division. The 

problem is that there is another amendment of the act being prepared at the moment, and in 

Prime Minister´s latest opinion the act is regarded as a part of ―the reformation package‖, 

which is connected by the vote of confidence in the government of the Czech Republic.  

Concerning the Ostrava Town Hall, it may be expected that it will follow the 

monitoring of development of demographic characteristics of the shrinking process. However, 

the quantification of economic impacts will still be—as has been so far—rather intuitive.  

Nevertheless, it is purposeful to continue monitoring the process. The aim should 

mainly be revealing weak areas of the development of the region and setting realistic 

priorities for the future years.  
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