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Abstract Keywords

Within the broader context of the automotive industry’s dominance in post-communist Reindustrialisation,
Central European countries, the primary objective of this article is to determine Automotive industry,
whether this trend has also influenced old industrial regions (OIRs). The authors fo- gi%rﬁ%??ifﬂi%gﬁk .
cus on the Moravian-Silesian Region and the Usti Region, both belonging to regions

that, due to its sectoral specialization, ranks among the most problematic in Czechia

in terms of economic restructuring. The paper seeks to demonstrate the presence of both

deindustrialization and reindustrialization within these OIRs. The dynamics of these pro- )

cesses are evaluated using data from business accounts. The primary data source consists Xeceived:

of the main financial records of automotive businesses, even in cases where a company’s 18’4’? ril 2924 ,
registered headquarters differs from the location of its production site. From a method- Received in revised form:
ological perspective, the article also addresses the recalculation of business account data A Qg 202

to individual production sites within a single company. The study focuses on one key pro- Accepted:

portional indicator of the economic performance of the automotive industry: value added A9 g A
per employee. The main finding is that the automotive industry plays a crucial role in both
OIRs under investigation, but in terms of reindustrialization, there are various drivers af-
fecting the differential dynamics of this process in both regions. At the micro-regional
level, the automotive industry is spatially highly concentrated in both regions.
Highlights for public administration, management and planning:
¢ Manufacturing industry continues to play significant role in the regional economies
of the Moravian-Silesian Region and the Usti Region.
* Transformation of its sectoral structure remains highly dynamic.
* A shortage of labor has led to a steady increase in wages across Czech industry,
regardless of economic performance.
* Attention should be given to traditional industries within Czech regions, as their
economic performance is often stronger than that of newer industries that rely on
cheap labor.
1 Introduction ter the fall of communism, the result of the transfor-

mation was assessed by Myant (2007) who - aside
from some reservations - reached a prevailingly
positive conclusion. According to him, the Czech
economy “has been successfully transformed into
areasonably strong market economy, well up among
middle-income countries. However, the basis has
not been laid for a place among the world’s 'core in-
novators”. From the perspective of the manufactur-
ing industry, the transformation of the Czech econ-

Following the fall of the communist regime in 1989,
the 1990s saw the emergence of the transformation
of the Czech economy - from a centrally planned
economy to a market economy. An integrated
part of this transformation process was repre-
sented by the necessary privatisation of businesses
in the manufacturing industry. Seventeen years af-
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omy has brought with it “the vulnerability of the en-
tire economy” which was the result of “increased
dependence on exports from a few successful sec-
tors, including the automotive industry, to only a few
countries” (Pavlinek & Zenka 2011).

The process of economic transformation was accom-
panied by a number of other structural changes,
such as the decrease in the contribution of manu-
facturing sectors to the employment rate, thus re-
sulting in the increased representation of the ter-
tiary sector (Vecernik & Flek 2005). Simultane-
ously, the decrease in the industry’s employment
rate in the post-communist countries goes hand
in hand with the process of reindustrialisation which
is gaining an ever higher relevance in the so-called
old industrial regions.

The aim of the paper is to find out whether the old
industrial regions of the post-communist countries
of Central Europe are undergoing a reindustrialisa-
tion process. In particular, whether the traditional
industries are being replaced by the automotive in-
dustry, which has become a clear propulsive indus-
try in all post-communist countries of Central Eu-
rope. The economic performance of traditional in-
dustries will also be compared with that of the newly
dominant industry.

Two traditionally industrial regions in Czechia,
namely the Usti Region and the Moravian-Silesian
Region, were chosen as model areas. The research
also focused on the lower spatial level of the admin-
istrative districts of municipalities with extended
powers. These administrative units represent the
level of micro-regions within Czechia. The aim was
to assess the extent to which the new industry re-
placing the traditional ones is spatially distributed
in the analysed regions.

1.1 Old Industrial Regions

Old industrial regions (OIR) belong undoubtedly
among the principal "losers” in the deepening pro-
cess of globalisation (Koutsky 2011). OIR represent
specific territories with a strong specialisation in in-
dustrial production that have, nevertheless, been af-
fected by the decreased performance of the regional
economy and the obsoleteness of the key structures
and branches thereof (Koutsky 2011). Advanced
economies - both in Europe (Massey & Meegan
1979), and in North America (Bluestone & Harrison
1982) - have long been placing the issue of forming
the OIR within the context of the process of dein-
dustrialisation.

The term ”old industrial regions” was first coined
by Steiner (1985). The topic of the OIR became
the subject of a great number of expert texts

at the end of the 1980s and during the 1990s. A dis-
cussion on the weaknesses of the OIRs in compari-
son with the dynamically developing (successful) re-
gions is held within the context of national regional
differences (e.g. Scott 1988 and Saxenian 1994). As
early as the 1990s, a number of authors had started
pursuing the processes of OIR re-structuring (Cook
1995). Eckart (2003) focused on selected OIRs
in Central Europe - including the Ostrava Region
in Czechia. In the mid-1980s, the issue of the OIRs
became the subject of a wide expert discussion,
as they related to almost all the advanced European
and North American countries. The interest therein
also continued at the beginning of the 21st century
- for instance, in connection to the post-industrial
potential of the post-mining OIRs in Central Europe
(Harfst 2015) - the topic of which bears thematic
resemblance hereof.

Europe’s old industrial regions are undergoing
a complex transformation, driven by the de-
cline of traditional industries and the transition
to knowledge-based economies. This transforma-
tion is accompanied by a number of challenges, but
also brings new opportunities for development. Ac-
cording to Birch et al. (2010), the economic per-
formance of these regions is strongly influenced
by both national political systems and regional
specificities. Trippl & Otto (2009) analyses the im-
portance of cluster-based renewal strategies involv-
ing incremental change, diversification and radical
change, which are essential for the renewal of OIR.
While Coenen et al. (2014) emphasise that re-
gional innovation policy is essential for the renewal
of old industrial regions by integrating new tech-
nologies, to overcome industrial lock-in and path de-
pendency. Trippl et al. (2018) distinguish between
different types of innovation systems and empha-
sises that each type has specific needs and capabil-
ities to absorb external knowledge. OIR often fall
into a category with a strong specialisation in well-
established (often outdated) industries that have
specific needs and capacities for attracting and ab-
sorbing non-local knowledge. Blazek et al. (2019)
identify three main trajectories of decline for OIR
and also place emphasis on the importance of inno-
vation systems for regions’ ability to adapt. Kout-
sky et al. (2011) emphasise the potential for new
development trajectories in the context of globali-
sation and stress the importance of combining local
and global elements. Hlavacek & Koutsky (2011)
point to the economic challenges of Czech old indus-
trial regions, such as monopolisation and sectoral
concentration. A study by Blazek & Kvéton (2022)
argues that the success of transformation depends
on the active role of regional actors. Using the ex-
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Fig. 1 Geographical position of the Usti and Moravian-Silesian regions within Czechia (own elaboration)

ample of the Moravian-Silesian region, they demon-
strate how significant diversification and expansion
of the tertiary sector can lead to a more successful
transformation. In contrast, the Usti region serves
as an example of a region where transformation is
slower due to the lower ambitions of local actors.
The question thus relates to the manner, if any,
of the process of OIR revitalisation in post-
communist countries. In other words, the arti-
cle inquires as to the fact whether the develop-
mental trajectories of the OIRs in former socialist
states are, from a comparative perspective, analo-
gous to the West or whether the key role is played
here by major processes other than those of dein-
dustrialisation. Our work is based on the fact
that as early as the 1990s the post-communist
countries were dealing with the issue of national
economic transformation - and one of the most
significant tools thereof was attracting direct for-
eign investments (FDI). The FDI were overwhelm-
ingly aimed at the manufacturing industry. Un-
til 2010 the distribution of FDI could be regarded
as fragmented in Czechia because there were rather
high regional disproportions (Hlavacek & Koutsky
2011). But FDI within the automotive industry were
channelled towards all the regions, also including
the Usti Region (Novak & Drdova 2013).

It was the Usti and the Moravian-Silesian Regions
which became the subject of interest of the team
of authors hereof. @ The common denominator
of both of the regions is coal mining. In
the case of the Moravian-Silesian Region, it re-
gards black coal mining following the tradition
of metallurgy. The Usti Region focuses on brown
coal mining which is most commonly consequently
utilised for the purposes of energy recovery (energy
and heat production). Within Czechia, the two re-
gions mentioned are separated by a comparatively
great spatial distance (Fig. 1). The common thread
is represented by the fact that these two regions are
the most problematic regions which receive - within
the context of national and European regional policy
- the greatest degree of attention.

1.2 The Automotive Industry

From a global perspective, the automotive industry
has become a key industrial branch, an economic
phenomenon, reigning supreme within the global
economy since the early twentieth century. It em-
ploys millions of people directly and tens of mil-
lions indirectly. ~Throughout most of the twen-
tieth century, the automotive industry expanded
rapidly, moving in parallel with the development
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of the biggest economies in North America, Europe
and Japan (Maxton & Wormald 2004). The Eu-
ropean automotive industry has undergone signif-
icant transformations in recent decades. Globali-
sation, technological progress and changes in con-
sumer preferences have fundamentally affected its
structure and competitive environment (Pavlinek
2019, 2021). Pavlinek (2021) identifies a stable
core of the European automotive industry, consist-
ing of Germany, France and Italy. These coun-
tries are characterised by strong innovation capac-
ity and market dominance. In contrast, Eastern
and Central Europe, although having experienced
rapid growth, remains a region with lower value-
added production. Central Europe (Czechia, Hun-
gary, Poland, Slovakia and Slovenia) has been classi-
fied as being part of such integrated peripheral mar-
kets indicating its integration into the West Euro-
pean automotive industry with comparative advan-
tages in the assembly and labour-intensive manu-
facture of components (Humphrey et al. 2000).

A pronounced handicap of the automotive industry
in the post-communist countries of Central Europe
is the manufacturing of low-value-added, labour-
intensive parts and accessories, combined with
a low level of research and development and other
non-production functions. This is a manifestation
of their peripheral position within the European au-
tomotive production system. This position is fur-
ther reinforced by the overwhelming foreign own-
ership of the Central European automotive indus-
try, which means that all of the important invest-
ment decisions are made by foreign Transnational
Companies external to the region, and through its
dependence on the transfer of foreign technology,
management systems and research and develop-
ment (Pavlinek et al. 2009). By means of a com-
parison analysis employing the data on gross value
added per employee in the automotive industry con-
ducted between Germany and the so-called Viseg-
rad Four countries, (Gerdcs & Pinkasz 2019) it is
unequivocally confirmed that the former socialist
countries of Central Europe still maintain an essen-
tial position within the most significant European in-
dustrial branch. At the same time, foreign multina-
tional corporations (TNCs) play a key role in shap-
ing the structure and dynamics of the European au-
tomotive industry. Pavlinek (2019) shows that TNCs
are major actors in job creation and job loss, and sig-
nificantly influence geographical shifts in the indus-

try.

2 Data, Methods

A database of indicators of business accounts was
established based on the individual final accounts
of automotive companies. The final accounts are es-
tablished in compliance with generally recognised
accounting principles and standards. By following
these principles, common comparability and con-
trollability of the financial accounts of various en-
tities is thus assured. The general accounting
principles within Czechia are legislatively codified
(Sedlacek 2005).

In Czechia, the data from final accounts are neither
publicly nor commercially fully available in any eas-
ily accessible electronic database form. For this rea-
son, an original database spanning the period from
2007 to 2021 had to be created. The database
only includes entities with active operation through-
out the whole period examined - i.e. the entities
were neither established nor ceased to exist during
the period in question.

Processing the data of business accounts brings
many challenges. Despite the fact that some compa-
nies run several manufacturing sites, final accounts
are not published for the individual manufacturing
sites, but only for the company as a whole. In such
cases, the data from the final accounts became sub-
ject to an aliquot recalculation pursuant to the num-
ber of employees at individual production sites.
The length of accounting periods also had
to be taken into consideration. The majority of fi-
nal accounts are naturally processed for a 12-
month period, though this is not always the case.
The accounting period could have been shortened
or extended for a period longer or shorter than 12
months, especially in cases of a transition to a dif-
ferent month in which the accounting period starts.
Therefore, the data in such cases was always recal-
culated for a 12-month period. This, however, gives
rise to another issue. The data herein is presented
separately for individual calendar years. Nonethe-
less, the accounting period for certain companies
may begin on a different day - not on 1st January
exclusively. In such cases, the data from the final
accounts is related to such a calendar year to which
the majority of the accounting period of the specific
final accounts is also related to.

In total, the database of the automotive plants
in the Moravian-Silesian Region and the Usti Re-
gion contains data of about 62 entities. The asset
thereof is that it represents a complete database
for the entire fifteen-year period from 2007 to 2021.
As the database regards plants of the biggest com-
panies, it represents sufficiently extensive informa-
tion on the entire branch in both regions in question.
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The individual absolute values of variables provided
by the accounts are put into mutual relations while
giving rise to the so-called ratios (Neumaierova &
Neumaier 2002).Utilisation of such ratios, as well
as the related data from profit and loss statements
per number of employees, carries a crucial value
for the purpose of the identification of regional dif-
ferences on the basis of the data of the business ac-
counts aggregated (Novak & Drdova 2013).

The value of our own research furthermore resides
in the fact that the data of business accounts is
not available in Czechia for individual regions. In
other words, the publicly available sources only
represent individual indicators (and ratios) within
the sectoral segmentation on a national level. The
comparative analysis utilises data from business ac-
counts from public sources for the entire manufac-
turing and automotive industries within Czechia.
The comparison of the data publicly presented
by the Statistical Office, with the data acquired
in our own research based on collecting data from
the final accounts of companies, is justified. On
the basis thereof, it is possible to assess the eco-
nomic performance of industrial branches on levels
lower than the national level - which is something
that the entirety of today’s publicly available sta-
tistical sources fails to facilitate (Novak & Drdova
2013).

220

3 Results

3.1 Employment

The data gathered in our own database of the au-
tomotive companies has shown that in some
of the years within the period surveyed, i.e.
between 2007-2021, the employment rate
in the automotive industry in the Usti Region
and the Moravian-Silesian Region decreased (Fig.
2). It particularly concerned the year 2009 as a con-
sequence of the economic crisis, the indications
of which started to become apparent in Czechia
in the second half of 2008. Nonetheless, between
2007 and 2021, there was a clear trend of a note-
worthy increase in the employment rate in the auto-
motive industry both in the Usti and the Moravian-
Silesian Regions.

Between 2007-2021, the number of employees
in automotive companies in the Moravian-Silesian
Region increased twofold. Quite undoubtedly, it was
due to the 2006 arrival of the Hyundai automo-
tive manufacturer in Czechia which constructed its
own automobile manufacturing plant near the town
of Frydek-Mistek south of the regional metropo-
lis of Ostrava. The first vehicles manufactured
there started leaving the production line in 2009.
Thanks to this Korean investment, the region has at-
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Fig. 2 Development of the employment rate in the manufacturing industry and the automotive industry in the Usti
region and the Moravian-Silesian region in the period from 2007 to 2021 (basis index); (own elaboration based
on Regional accounts, Czech statistical office 2023; final accounts of automotive businesses for the period

of 2007-2021)
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tracted other foreign investors including the compo-
nent suppliers within the automotive industry which
have either provided the Moravian-Silesian Region
and the neighbouring regions with so-called green-
field investments, or have significantly expanded
the existing manufacturing capacities - for in-
stance, a production site in Frenstat pod Radhostém
for a global supplier within the automotive industry,
the Continental Company, has registered a signif-
icant increase in its employment rate. The newly
established manufacturing sites primarily represent
investments of Korean component suppliers within
the automotive industry. It was also the nearby
Kia automotive plant in Zilina in the neighbouring
Slovakia which helped to localise these Korean in-
vestments in the Moravian-Silesian Region. The
Kia and Hyundai automotive plants are both part
of the Korean Hyundai-Kia Automotive Group.

The employment rate in the automotive industry
in the Usti Region and the Moravian-Silesian Re-
gion grew considerably faster than the number
of employees within the entire manufacturing indus-
try in both regions. It can therefore be assumed
that both of these old industrial regions comprise
of some industrial branches which registered stag-
nation or a decrease in employment rate between
2007 and 2021. Therefore, these two regions may
have presumably experienced a dramatic modifica-
tion of the branch structure of the manufacturing
industry. These changes were among the most sig-
nificant within the labour market in Czechia.

The COVID-19 pandemic certainly had a nega-
tive impact on industrial production, particularly
in 2020. Car manufacturers halted production
for several months. However, it is quite obvious
that the drop in employment in the automotive in-
dustry in the Usti and Moravian-Silesian regions oc-
curred even before the outbreak of the pandemic.
In the period of 2017-2018, employment growth
in the automotive industry was evidently slowing
down.

3.2 Labour productivity

In 2007 - when Czechia had not yet discerned
any indications of the economic crisis- the auto-
motive industry in the Moravian-Silesian Region
was showing very low labour productivity expressed
as value added per employee. A pivotal change
thereof came after the commencement of the op-
eration of the Hyundai automotive plant. The
economic performance of the automotive indus-
try in the Moravian-Silesian Region between 2008
and 2014 increased more than fourfold (Fig. 3).
Also, although in the following years the value

added per employee stagnated slightly due to fluc-
tuating development, its values continued to exceed
the national average within Czechia.

The automotive industry in the Usti Region has been
continuously showing very low value added per em-
ployee in comparison to the Czech national aver-
age. The cause thereof is the absence of a plant
of any of the automobile manufacturers which
shows the highest margins among the supplier
chain and end producers. However, the greatest is-
sue is represented by the fact that within the Usti
Region, it was prevailingly the suppliers of low-
tech components for personal vehicles (e.g. inte-
rior parts) which invested in this Region and whose
economic performance indicators thus, quite under-
standably, show low values.

Itis interesting that the period of the COVID-19 pan-
demic did not fundamentally affect the economic
performance of the automotive industry within
Czechia. Instead, the result was that according
to production performance characteristics, the au-
tomotive industry within Czechia exhausted its po-
tential as early as the middle of the second decade
of the 21st century.

3.3 Wages

For the entire period from 2007 to 2021, the average
wage in the Moravian-Silesian Region’s automotive
industry was lower than in the automotive industry
across the whole of Czechia (Fig. 4). It is certainly
worth noting that the wage level within the automo-
tive industry in the Usti Region developed similarly
to that in the Moravian-Silesian Region until 2019,
and in the last two years of the period analysed
it even rose unexpectedly to the level of the national
average. This contradicts the findings regarding
economic performance, which greatly differ within
the automotive industries in both of the Regions.

In a similar fashion to the whole of Czechia,
the above-stated monthly wage level in the Usti
Region kept increasing linearly for the entire pe-
riod examined. However, in the Moravian-Silesian
Region, the years 2007 and 2008 recorded a de-
crease. Subsequently, but nonetheless, it came
to a significant acceleration of growth of the wage
levels which was connected to automobile produc-
tion in the then newly constructed Hyundai automo-
tive plant in 2009. The lower wage level of both
of the OIRs in comparison to Czechia’s average
should not be interpreted as their marginal po-
sition within the Czech regional hierarchy. The
average wage in Czechia is greatly increased
by the metropolitan area of the capital of Prague
where the average wage is considerably higher than
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Fig. 4 Average monthly wage in the automotive industry in the Usti region, the Moravian-Silesian region,
and Czechia in the period from 2007 to 2021 (own elaboration based on Economic results of industry within the CR -
2014-2021, Czech statistical office 2016-2023; final accounts of automotive businesses for the period of 2007-2021)

in other parts of the state. The wage increase
in the Usti Region may be the result of the proximity
of the attractive Saxon labour market.

3.4 Spatial distribution of employment,
change in economic performance

After 2000, the automotive industry became spa-
tially concentrated in several micro-regions within

the regions analysed. In the Usti Region, only
the Zatec micro-region reported more than 3 thou-
sand employees in the automotive industry in 2021.
This micro-region also experienced the highest em-
ployment growth within the Usti Region between
2007 and 2021, amounting to more than 2 thousand
persons (Fig. 5). No other micro-region in the Usti
Region recorded an increase in the number of per-
sons employed in the automotive industry exceed-
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Fig. 5 Employment increase (decrease) and in the automotive Industry in the Usti Region between 2007 and 2021
and the economic performance in the automotive Industry in the Usti region in 2007 and 2021 (own elaboration
based on Final accounts of automotive businesses for the period of 2007-2021)

ing 1,000 persons. In three micro-regions there was
even a decrease in employment.

Economic performance declined in four micro-
regions of the Usti Region between 2007 and 2021.
In addition to the Zatec micro-region, the Bilina
micro-region, where the most important employer
is a producer of car glass, recorded a value added
per employee of more than CZK 1 million in the Usti
Region in 2021. In the Zatec micro-region there is
a state-supported strategic industrial zone, where
automotive companies are concentrated. Its loca-
tion close to the D7 motorway is also very advanta-
geous with regard to good connections to the Ger-
man motorway network. There are therefore
at least two locational factors that have caused
a high concentration of jobs in the automotive in-
dustry in the Zatec micro-region, which historically
has not had a tradition in this sector, as it has always
been a region with an agrarian tradition.

In the Moravian-Silesian Region, the automotive
industry is even more spatially concentrated than
in the Usti Region. Most companies are concen-
trated south of Ostrava in several micro-regions

along the D48 motorway (Fig. 6). Unlike the Usti
Region, the automotive industry has a tradition
here, especially in the Kopfivnicle and Novy Ji¢in
micro-regions. From a spatial point of view, it is
interesting that the automotive industry is also ex-
panding into micro-regions with a strong tradition
of coal mining and related metallurgy (Bohumin,
Karvind, Ttrinec micro-regions). However, these in-
dustries have been declining in recent years.

The dynamics of growth in the number of employ-
ees and the economic performance of the automo-
tive industry was also at a higher level in most
micro-regions of the Moravian-Silesian Region than
in the micro-regions of the Usti Region in 2021. A
decrease in employment was detected in only one
micro-region between 2007 and 2021. All micro-
regions of the Moravian-Silesian Region showed
an increase in value added over the period under
review.
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Fig. 6 Employment increase (decrease) and in the automotive Industry in the Moravian-Silesian region between 2007
and 2021 and the economic performance in the automotive Industry in the Moravian-Silesian region in 2007
and 2021 (own elaboration based on Final accounts of automotive businesses for the period of 2007-2021)

3.5 Comparison with traditional industries

In the Usti and Moravian-Silesian Regions there are
industries that belong among the traditional. These
industries played a crucial role in the early indus-
trial traditions of both regions. The basic raw mate-
rial, without which traditional industries in the Usti
and Moravian-Silesian Regions could not have de-
veloped, was coal.

Lignite (brown coal) in the Usti Region was suit-
able for the production of chemical substances. The
chemical industry in the Usti Region went through
a transformation process in the 1990s, which was
accompanied by a significant reduction in the work-
force. Therefore, in the years observed, between
2007 and 2021 (Tab. 1), there was no significant de-
crease in employment in 14 chemical industry busi-
nesses in the region, all of which had more than
50 employees. The sector had already stabilised
in the first decade of the 21st century and showed
above average labour productivity in terms of added
value and wages. In the Usti Region, employment

increased by 66 % in 31 automotive industry busi-
nesses with 50 or more employees, but the contri-
bution of this sector to increasing the economic per-
formance of the region is minimal. The automotive
industry in the Usti Region includes, for the most
part, suppliers of car interior components, which
have low margins and currently mainly employ for-
eign workers from Eastern Europe or Asia.

Black coal mined in deep mines in the Moravian-
Silesian region represents the raw input material
for the traditional metallurgical industry. Between
2007 and 2021, a total of 16 businesses dealing
mainly with iron metallurgy were registered. Due
to the steel prices on European markets which
fell under the pressure of importing cheap steel,
mainly from China, there was a dramatic slow-
down in the metallurgical industry in the Moravian-
Silesian region during the monitored period, which
is reflected in a decrease in the number of employ-
ees by more than 3 thousand persons and, above
all, by a fundamental decrease in profitability mea-
sured by added value per employee. This was a de-
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Table 1 Employment, value added per employee and average monthly wages in the automotive and chemical
industries in the Usti Region in 2007 and 2021 (own elaboration based on final accounts of automotive and chemical

businesses in the Usti Region in the years 2007 and 2021)

Indicator 2007 2021
Automotive Chemical Automotive Chemical
industry industry industry industry
Employees 9692 4306 16 150 3997
Value added per employee (thousands of CZK) 725 1649 761 2492
Average monthly wage (thousands of CZK) 21.7 28.0 32.1 39.3

Table 2 Employment, value added per employee and average monthly wages in the automotive and metallurgical
industries in the Moravian-Silesian Region in 2007 and 2021 (own elaboration based on Final accounts of automotive
and metallurgical businesses in the Moravian-Silesian Region in years 2007 and 2021)

Indicator 2007 2021
Automotive Metallurgical Automotive Metallurgical
industry industry industry industry
Employees 13061 19353 24 328 16138
Value added per employee (thousands of CZK) 632 1635 1690 1044
Average monthly wage (thousands of CZK) 22.5 26.4 39.0 40.9

crease from CZK 1.6 million to CZK 1.0 million
per employee. On the other hand, the automotive
industry in the Moravian-Silesian region showed
an 86 % increase in employment and an 167 % in-
crease in value added per employee between 2007
and 2021 (Tab. 2).

4 Discussion

Unlike the authors hereof Harfst (2015) fails
to mention the reindustrialisation of the OIRs
as a potential method for their revitalisation. In-
stead, he tends, rather timidly, to focus his at-
tention on the recreational use of the OIRs which
he subjected to analysis, and on the state funding
that presents regions with the option to actively ex-
plore possibilities for alternative economic futures.
His opinion stands in contrast to that of Tregenna
(2013), who claims that at the beginning of the 21st
century, many countries with the experience of dein-
dustrialisation regard reindustrialisation as a real
challenge.

Furthermore, Tregenna (2013) also states
that the manufacturing sector is regarded in some
economic schools of thought as having particular
characteristics which make it important as an en-
gine of growth. This can also be analogically ap-
plied at a regional level. Despite the contribu-
tion of the tertiary sector to the employment rate

and the incessant growth of GDP in all Czech re-
gions - apart from Prague and Brno metropolitan
areas - it holds true that manufacturing is the most
important sector for regional economies, with a no-
table influence on the purchasing power of the pop-
ulation.

While Western Europe and North America view
the OIRs in connection with the processes
of deindustrialisation, OIR revitalisation in post-
communist countries takes place, with the only
permissible exception being the metropolitan ar-
eas, by means of the process of reindustrialisa-
tion, as confirmed by Krzysztofik et al. (2016).
According to Krzyszstofik, reindustrialisation
is the effect of the expansion and modernisa-
tion of some existing industrial plants on one
hand, and on the other, of new industrial invest-
ments in brownfield and blackfield sites, as well
as in greenfield sites. He illustrates this with
the example of automotive manufacturers in Poland,
where the DFI has led to the modernisation of an al-
ready existing automotive manufacturer (Fiat Auto
Poland) and construction of a new automotive man-
ufacturing plant in Gliwice (Opel) in the OIR of Ka-
towice conurbation. A similar scenario occurred
in the period of transformation of the Moravian-
Silesian Region, where the Tatra truck company had
to undergo a painful privatisation process and (suc-
cessful) revitalisation. At the same time, the re-
gion received foreign investment from the Korean
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Hyundai automotive manufacturer. The Usti Re-
gion has also been the benefactor of foreign in-
vestments, the majority of which belongs, branch-
wise, to the automotive industry (Hlavacek 2009).
This fact thus also practically confirms the presence
of the process of reindustrialisation within the sec-
ond region analysed.

The localisation of the plants of automotive man-
ufacturers within Central Europe is hardly aa
unique occurrence. Automobile manufacturing
grew in Central and Eastern Europe from 1.6 mil-
lion units in 1994 to 5 million in 2008 (Pavlinek &
Zenka 2011). In per-capita terms, the world’s high-
est number of new vehicles has long been produced
in Slovakia. Czechia ranks second.

The spatial concentration of the automotive indus-
try in Czechia was assessed by Pavlinek & Zenka
(2010), who concluded that a quarter of micro-
regions are over-specialised in the automotive in-
dustry. In a follow-up paper (2013), both au-
thors categorised micro-regions according to their
position within global automotive production net-
works. Their findings are in line with the conclu-
sions made in this paper. In the Usti region, second-
tier suppliers predominated, and in the Chomu-
tov and Kadan micro-regions even third-tier sup-
pliers. On the other hand, in the micro-regions
of the Moravian-Silesian region, the micro-regions
with the dominance of first-tier suppliers, i.e. with
a much more prestigious position within the global
production networks of the automotive industry,
prevailed.

5 Conclusion

Since the 2008-2010 global economic crisis, the au-
tomotive industry has played an increasingly promi-
nent role in Czech OIRs. While overall manufactur-
ing employment in the Moravian-Silesian and Usti
Regions remained stable from 2007-2021, the au-
tomotive sector expanded significantly. This indi-
cates a trend of reindustrialisation rather than dein-
dustrialisation, aligning with patterns in other post-
communist Central European OIRs.
Reindustrialisation has helped replace jobs lost
in traditional industries.  Despite higher-than-
average unemployment rates compared to the na-
tional level, both regions remain in line with broader
European standards. However, challenges persist:
labour productivity in Czechia’s automotive indus-
try lags behind Germany, and the sector remains
largely peripheral, dominated by low-value sub-
suppliers controlled by Western and North Ameri-
can firms.

Stronger economic performance could be achieved
by attracting final-product manufacturers. The
Moravian-Silesian Region has an advantage due
to Hyundai’'s presence, which spurred investment
and job growth. In contrast, Usti Region’s reliance
on profitable brown coal mining slows the transition
to manufacturing jobs. Despite Moravian-Silesia’s
higher economic activity, wages in the automotive
sector are similar in both regions. Wage growth
in Ustf is influenced by Prague and the German la-
bor market, while Moravian-Silesia faces competi-
tion from Polish workers. The automotive indus-
try emerged as a key sector in Usti Region ear-
lier than in Moravian-Silesian Region, yet its im-
pact varies. Foreign investments in Usti Region
show weaker performance compared to Moravian-
Silesian Region. Furthermore, employment growth
within the sector between 2007-2021 was highly un-
even at a micro-regional level.

The findings from the Czech OIRs highlight
a broader lesson on industrial transformation
in post-communist economies, underscoring the sig-
nificance of reindustrialisation over deindustriali-
sation. While the automotive industry has played
a crucial role in maintaining employment, regional
disparities persist, shaped by historical economic
structures, investment attractiveness, and labour
market dynamics. The case of the Moravian-
Silesian Region demonstrates that direct invest-
ment from final-product manufacturers can serve
as a catalyst for regional economic revitalisation,
attracting a network of sub-suppliers and acceler-
ating job creation. However, the Czech automotive
sector still lags behind in labour productivity and re-
mains largely integrated into global supply chains
as a low-value-added sub-supplier, reinforcing a pe-
ripheral economic status. To enhance economic
resilience and long-term prosperity, policymakers
should focus on fostering domestic innovation, in-
centivising higher-value production, and strength-
ening regional investment policies to ensure a more
balanced industrial evolution across Czechia.
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