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Abst r act

Borders seem to be gradually “nelting” within EU-27 but at the sane
tinme they seemto be “freezing” in the EU s exterior. These processes
bring to the foreground consequences not only of “integration” but of
“exclusion” too. The energing new political and econon c geography
following the collapse of the Eastern block and the recent ngmjor
eastward European enlargenent has initiated a new political and
econom ¢ geography in Europe. Wthin this context, spatial economc
dynam cs at the border areas and the role of boundaries as obstacles

in cross border interaction is viewed wth interest. “Bridge”,
“wal |, “tunnel ", “opportunity”, “threat”, “bor derl ess”, “re-
bordering”, “de-bordering”, are only some of the ternms and notions in

bi bl i ography concerning borders and border regions, indicating that
this discussion has only just begun. This article attenpts to
investigate the characteristics of the new econom c geography at the
EU External borders and the Northern G eek cross border zone as well.
More specifically, the followi ng are exam ned: a) the extent to which
city size and distance from borders can influence the strategy of
enterprises at the border regions and the level of cross border
interaction. b) the association between the cross border economc
interaction and the degree of institutional proximty to the EU and
c) the barriers related to econonm ¢ geography, detected along the
cross border area of our focus. The above issues are analyzed in the
framework of a theoretical discussion and enpirical review The paper
deals with a survey conducted at the EU External borders and the
Northern. The enpirical analysis is based on a research carried out
in nine cross border areas within the franework of the EXLINEA
European Research project “Lines of Exclusion as Arenas of Co-
operation”, funded by the European Conm ssion.

Keywor ds: border, obstacles, econom c geography, interaction,
cooperation

| nt roducti on

It is broadly evident in the existing literature that borders
di scourage spatial interaction and factor nobility functioning as a
negative obstacle. However, sone studies energing during the two
Wrld Wars suggested that border obstacles are “good”. Seen from
mlitary point of view the “best” borders would be mountains, |akes
or deserts (Holdich, 1916; Newran, 2006). Regardless of the two
di fferent approaches, undoubtedly, the intensity of interaction drops
where a border crosses a place. On the other hand however, Boggs
(1940) asserts that:

“Any border is perneable and over time a sort of osnpbsis takes
pl ace, t he osnotic pressure i ncreasing directly with
institutional barriers to interaction”.
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From the nmd-1960s to the late 1980s, a relatively silence of
research on border issues is observed. During the Cold War era,
borders used to function as obstacles whereas no mgjor changes in
border status had taken place. This silence ended by the fall of the
Berlin Wall in Novenber 1989, and by the collapse of the USSR shortly
thereafter.

Wthin the context of the European econonic integration however, the
obstructive role of borders seemto have missed its past inportance
Thus, institutional, legal, fiscal or transport hindrances to
nobility are systematically being abolished wthin integration
processes. Nevertheless, often significant differences in culture,
| anguage, and even unspeakable attitudes nay be encountered across
the borders. Cultural barriers often may be perceived as obstacles,
having also a substantial inpact on spatial interaction. Is the
removal of economic or institutional borders an efficient factor
which can lead to real econonmic integration? This is one of the
guestions that will be examined in this study.

Freedom of novenent is a fundanental characteristic of human beings
and human values. Wthin the context of this study, barriers are
defined as discontinuities in interaction between two counties.
Barriers of novenent may concern people, goods, capitals but also
i deas, cultural standards, regulations or intangible itens. Barriers
detected across a frontier line often energe due to differences in
cul ture, | anguage, religion, geogr aphi cal characteristics or
institutional difficulties inter alias. However, such barriers may
continue to exist even long after the renmoval of borders. As
indicated by Hostfede (1980), often there are such substantia
cultural differences between countries that make cross border
cooperation difficult. In the sane line Van Houtum and Struver A
(2002) argue that

“the removal of border as barriers has turned out to be nore
difficult than expected, especially because of their persistence
in people s mnds”.

Consequently, despite the abolition of border as a factor nobility
barrier, socio-cultural obstacles continue to be in place. As Fischer
(1949) notes all borders left a lasting inprint, and the |onger a
boundary functioned, the harder it was to alter. The above argunents
suggest that placing a border and renobving a border is not a
synmetric action due to the significant role of initial conditions
(Petrakos and Topal ogl ou, 2008).

Gven this background the present paper attenpts to identify the
barriers concerning the econonmc geography occurring along the
external borders of the European Union and their inpacts on cross
border interaction.

The structure of the paper is as follows. In the second section a
theoretical discussion on inpacts of obstacles on cross border
interaction will be provided. In section three, enpirical evidence is
presented, based on a survey conducted across the external European
Uni ons’ borders. Conclusions are provided in the |last section.

| npacts of border obstacles related to econom ¢ geography
on cross border interaction

M BES 2008 389



Lefteris Topal ogl ou, 388-403

As far as international trade is concerned, border barriers could be
tariffs, quotas, technical requirements and other obstacles which
i npede nobility. Existing literature suggests that trade cost woul d
be lower w thout borders (MCallum 1995; Helliwell, 1998; Brocker
1998; Wi, 1996). Barriers in this context may play the role of a
protective wall against foreign conpetitors and foreign |abour for
donestic producers and trade wunions. But other groups such as
consuners may see barriers as factors which decrease their incones.
Consequently barriers across the border reflect a conflict of
interest (Batten and N jkanp, 1990). Differences in the barriers
across the border affect not only the level of interaction but also
the direction of flows. Hence, a symmetric (equal in both directions)
or asymmetric (not equal in both directions) pattern of interaction
may occur based on discouraging or stinmulating barriers.

An interesting question which arises at this point is whether or not
the latter discontinuities in border interaction affect |ocation and
allocation patterns of human activities in space. Seen in this
context Ldsch (1944) in his classical work “The econonmics of
| ocation” claims that border increase distance between two areas
affecting location decision issues by conparing border regions with a
desert, where goods can be acquired only by distance. Wthin this
analysis borders lead to isolation due to high transport costs.
Consequently, borderlands could be characterized as areas of |ow
attractiveness due to their wunfavourable geographical conditions
(Dmtrov et.al., 2002). On the other hand, firnms |ocated in border
regions enjoy protection against conpetitors at the other side. The
reduction of obstacles may bring on consequences on sectors,
consuners and producers and al so enploynment through a re-allocation
of activities, opportunities and threats (Topaloglou et. all, 2005).
The renoval of barriers due to the integration process redefines not
only space but also market size increasing the accessibility in both
sides of the borders. Trade l|iberalization bears new challenges in
border regions providing better access to foreign markets enhancing
their attraction in terns of location (Brulhart et al, 2004). The
i ssue however of distribution of cost and benefits across the borders
is rather uneven and conplex. Apart from goods, |abour and commuti ng,
borders also function as obstacles to the diffusion of know edge
affecting the viability of firnms located in border areas (R etveld,
2001) .

It is worth noting however, that the term “border region” is not ever
synonynous w th underdevel oped regions. Besides, many regions at the
European level with low growh perfornmances are not border areas
(Arnstrong and Taylor, 1993). On the other hand, border regions
| ocated at gateway places or close to the European econonic core seem
to be able to attract econonmic activities. Seen in this respect, the
reduction of obstacle effects of borders could operate as a positive
challenge which requires appropriate rmanagenent of openness
(R etveld, 2001).

Conpari ng, donestic i nteraction and cross- bor der economi ¢
interaction, a significant gap energes, which underlines the fact
that barriers across the borders distort space and narket size. There
have been several attenpts to quantify the inpact of borders on
interaction pattern. In this line Brocker (1984) has estimated the
reduction in volume trade to about one-fifth due to existence of
borders for countries of the European Comunity. R etveld (2001),
conparing the frequency of domestic to international flights between
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airports with the sane di stance, has conputed a ratio of ten to three
for domestic and international connections respectively. This
evidence is a clear indication that networks border effects are in
force in aviation. Furthernore, he has pointed out that the
availability of traffic links between two countries may function as
obstacles or incentives for the use of certain transportation nodes
(e.g. air, road etc). Boonstra (1992), simlarly studying domestic
and international rail connections has estimated a ratio of ten to
four for donmestic and international connections accordingly. In
addition, conparing the interaction anong countries where the sane
| anguage is spoken there are nore frequent connections reported in
relation to countries where different |anguages are spoken. Simlar
findings appear in the case of business trips and crossing transport
by car or bus. Surprisingly, nost of the above evidence refers to
interaction between countries located in the core of European Union
such as Gernany, Netherlands and Bel gium which have been nenbers of
the European Union for decades. Hence, we nmay safely assune that
border effects are nuch nore significant across the external borders
of the European Union. Eventual ly, Rietveld (1993), supports that
there is a double effect of borders concerning cross border transport
interaction in particular: demand and supply side. In detail, the
demand rel ated obstacles (due to the |lower demand for international
destinations) create additional supply related obstacles (due to the
| ower frequencies).

The development of a border-obstacle typology is of critical
importance for a thorough analysis of the inpacts of the border
ef fect on cross border interaction. The European Commi ssion (2005) in
the framework of a survey on obstacles to cross border nergers and
acquisitions has identified five groups of barriers: (a) |egal
barriers, (b) tax barriers, (c) inplications of supervisory rules and
requi renents (d) economic barriers (e) attitudinal barriers. To
anal yze the inpact of borders, Cattan and G asland (1992) devel oped a
framework in which two factors were distinguished to affect places in
space: distance and borders. The inpacts of distance and borders are
specified for two types of variables: state variables relating to the
situation in certain places; and flow variables relating to the
interaction between different places. Two possible effects of borders
were considered: (1) non-honogeneities between places at different
sides of the border, and (2) discontinuities in flow between places
at different sides of the border. O course distance influences
interaction in a simlar way but with a nuch nore gradual pattern.
Wthin this context, simlarity depends on distance, but also on
whet her or not the two regions are divided by border line. There is
no doubt that the factors of simlarity and flows are correl ated.
Reduction of border obstacles for instance, wll encourage |Iabour
comuting, flow of ideas, knowedge and standards stinulating
simlarity. On the other hand, economic integration stimulates
speci al i zati on and differentiation in producti on, enhanci ng
dissimlarity. Ratti and Reichnman (1993) developed a theoretical
concept that is focused on the overcomng of barriers through the
construction of contact areas allowing inter-regional cooperation.
Furthernore, they suggested two different approaches to overcone the
existing barriers and border effects: (1) a mcro-econonic approach
which examines the frontier through the analysis of the economc
actor’s strategy behaviour, and is based on the theory of industrial
organi zation; (2) a meso-econonic approach which considers the role
of “frontier” within a specific supporting space or mlieu.
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The fragnmentation of the market inposes additional transaction cost
on cross-border interaction. For instance, trade can be conplex, and
nore expensive, when two firns involved operate on a different |ega

framework. Even without legal, tax or other barriers, the renaining
differences between two countries would require a differentiated
approach to be adapted to the local environment. This limts
potential synergies. The nost obvious exanple is |anguage and its
implications in terns of custoner services for instance. The |ow
| evel of cross-border consolidation in European Union mght also be
explained by a lack of potential targets, due to the lack of mddle-
size institutions. National consolidation of middle-size institutions
resulted in the energence of rather large and conplex institutions.
The absence of critical size in some nmarket segnents (e.g. investnent
banking) may incite institutions to enter into a niche strategy,

where the advantages of cross-border nergers that «create |arge
players is less evident from an econom c point of view (EC, 2005).

Di fferences in economc cycles across the different Menber States nay
also play a role, in that the economic environment has a strong
effect on profitability. Dfferent strategies mght be needed for
di f ferent nmacroeconom c conditions, and therefore it mght limt the
scope of a potential pan-European strategy inplenented at the |evel

of a cross-border group, whereas donestic groups face a single
economi ¢ environnent. However, this could also be a driver for
consolidation, as those differences in cycles can help to snooth the
profitability by reducing risk and earnings volatility through
geogr aphi cal diversification (E.C., 2005).

Enpiri cal Evidence

What is attenpted within the enpirical part of our research, is to
scrutinize the extent to which econom c geography functions as a
barrier to interaction across the external border of European Union

Map 1: Cross border study areas of the EXLINEA project
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Chech Republic

<all other values>
I GREECE AL ALBANIA
[ | GREECE - FYROM
I GREECE - BULGARIA
B RussiA- EsToNIA
I RUsSIA- FINLAND
I HUNGARY - ROMANIA
[ | HUNGARY - UKRAINE
I ROMANIA - MOLDOVA
[ POLAND - UKRAINE
EU-27

[ ] externaL sorDERS

Source: Authors’ El aboration

The enpirical analysis is based on a research carried out in nine
cross border areas at the EU s external borders within the franmework
of the EXLINEA' European Research Programme. Three of these cross
border areas are found in the Northern G eek borders. The survey was
conducted within the period of May 2004 to March 2005, with the use
of a standardi zed questionnaire which included a total of 220 closed
qgquestions providing answers to sets of questions in a Likert scale
ranging from1l to 7. A total of 937 questionnaires have been gathered
within the EXLI NEA project from which 400 questionnaires refer to the
G eek case study. The actual cross border areas under scrutiny are
depicted in Map 1.

The research teans collected 937 questionnaires representing the
public and private sector. Table 1 illustrates the basic profile of
the sanple which includes representatives of the public and of the
private sector, conprising a balanced sanple. Table 2, provides
sunmary information on the respondents per each border zone in our
sanpl e.

Tabl e 1: The profile of respondents of the survey

LEXLI NEA (Lines of Exclusion as Arenas of Cooperation: Reconfiguring the

Ext ernal Boundaries of Europe —Policies, Practices, Perceptions) is funded
by the European Conmi ssion under the 5th Framework Progranmme. This survey is
a part of a wider effort to study the evolution, problens, policies,
practices and perceptions prevailing in the old and new external borders of
t he European Uni on.
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(a) Public (b) Private

Local Authoritites Local Chanbers

Publ i ¢ Agenci es Sel ected large firns
Devel opnent agenci es Consul tants

Agenci es pronoting cbc Journalists

Uni versities and NGOs

Institutions

Source: Exlinea project, own el aboration

Tabl e 2: Sunmmary I nformation of the Research Sanpl e
No CROSS BORDER ZONES QUESTI ONNAI RES
1 GREECE (49)-ALBAN A (49) 98
2 GREECE (83)-FYROM (41) 124
3  GREECE (60)-BULGARI A (118) 178
4  FINLAND (39)-RUSSI A (42) 81
5 ESTONIA (70)-RUSSI A (78) 148
6 POLAND (29)- UKRAI NE (26) 55
7 ROVANI A (75)- MOLDAVI A (73) 148
8 HUNGARY (24)- ROVANI A (41) 65
9  HUNGARY (11) - UKRAI NE (29) 40
TOTAL 937

Source: Authors’ El aboration

The enpirical research focuses on two levels: (a) mcro- geographical
level where the Northern Geek border area is examned and (b)
EXLINEA level taking into account the nacro-geographical European

perspective. In detail, the first level is concerned with the G eek-
Al bani an, G eek-FYROM and the Geek-Bulgarian border zones. At the
nmacr o- geographical level, we classify the regions of our sanple

presented in Table 3, according to their |ocation along the borders.
Wthin this context, the followi ng groups have cone up: (a) The EU 15
border regions (BEU), (b) the border regions in New Menbers States
(BNM and (c) the border regions in External Countries (BEX). A set
of six questions related to econom c geography are addressed for
analysis aimng to obtain information on the level of the border
effect as a barrier on the other side. These questions deal with: (1)
market size (2) purchasing power (3) geographical conditions (4)
di stance of large cities (5) quality and productivity of local firms
and (6) product differentiation of local econony. Apart from
descriptive statistic in all the particular paranmeters under
scrutiny, it was selected the analysis of variance with the one-way
ANOVA nethodol ogy, in order to examne the differences anong the
neans. The | evel of significance was determ ned to p<.O05.

Table 3 provides sunmmary information concerning the questions
nentioned above, including results referring to the Northern G eek
border area (colums 2 to 9) and the European l|level (colums 10 to
13), as well. The responses range from 1 to 7, wth value 1
representing barriers that cannot be overconme and value 7 indicating
no barriers at all.

Tabl e 3: Econom ¢ Geography as a barrier
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1 2 3 | 4 [ s 6 | 7 J 8 ]o
1 = barrier that cannot be overcome Greece Greece Greece Total Greece | Non EU Nevl;/ EU-15 ﬁ
7 = no barrier at all Albania FYROM Bulgaria (ALFYBU) | states Member =z
States =
GR AL GR FY GR BU West East| BEX BNM BEU E

Observations| 49 49 83 41 60 118 192 208 | 338 368 231 | 937

3,35 498 364 449 380 455 361 4,64]| 4,16 4,38 3,72 | 3,8

Insufficient in size nearby markets in the
other side

sig. (,000) sig. (,000) sig. (,000)

Low purchasing power of the nearby 3,16 5,31 3,47 421 366 451 345 4,64 4,32 3,83 3,43 | 4,0

markets in the other side

sig. (,000) sig. (,000) sig. (,000)

Difficult geographical conditions in border 3,90 531 431 490 431 441 420 471) 4,87 4,50 4,40 | 4,7

regions

sig. (,002) sig. (,060) sig. (,012)

Large cities on the other side too far | 412 484 405 446 419 438 411 450( 472 440 423 [ 44

away

sig. (,029) sig. (,176) sig. (,052)

3,49 3,49 381 4,10 4,03 399 380 389| 3,69 3,81 3,76 | 3,7

Low quality and productivity of local firms
sig. (,001) sig. (,784) sig. (,550)

Limited product differentiation of local 3,43 3,96 395 4,18 4,25 4,02 391 4,03| 3,68 3,86 3,78 | 3,6

economy

sig. (,019) sig. (,117) sig. (,316)

Sour ce: Authors’ El aboration

Based on the results provided in Table 3, Diagram 1 graphically
depicts the Northern Greek borders’ performances. The vertical axis
represents the level of obstacle ranging from 1 (max) to 7 (mn)
whil e val ue 4 shows the average grade.

G ven this background of information, the followi ng remarks can be
hi ghlighted: First, it is obvious that market size appears to be an
obstacle for the Geek side, while the east border zone (Al bania-
FYROM Bul garia) exhibits values higher than average. The latter
finding indicates that the Greek market size is considered as asset.
Second, a dividing line in perceptions becones explicit concerning
pur chasi ng power between east and west. Therefore, Geeks regard the
weak purchasing power of their neighbours as an obstacle whilst the
east zone and especially Al banians consider that Geeks’ purchasing
power does not inpede obstacles. Third, surprisingly, despite the
fact of the harsh geographical conditions along the npuntai nous cross
border zone, this factor does not seem to play a decisive role to
interaction in either the east or west side. Fourth, large cities are
not perceived as distant |ocations so as to function as obstacles to
interaction. Consequently, the paraneter of distance from |arge
cities does not appear to be a significant barrier. Fifth, as far as
quality and productivity of local firms are concerned, |ower
performances than average are reported in alnmost all cases. This
evidence reflects a weak productive base indicating that border zones
are generally areas of low performances and low growh in relative
terns (N ebuhr xou Stiller, 2002). Sixth, responses with regard to
product differentiation of |ocal econony range around average grades.
It is obvious that border regions’ nmarket size does not encourage
product differentiation as it usually occurs in netropolitan areas
(Fujita, 1993; Thisse, 2000).

Diagram 1: Barriers to interaction in the Northern G eek border
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regi ons

BGREECE

EALBANIA

OFYROM

EBULGARIA

MARKET SIZE PURCHASING LAND DISTANCE OF QUALITY PRODUCT
POWER MORPHOLOGY CITIES PRODUCTIVITY DIFFERENTIATION

Sour ce: Authors’ El aboration

Taking into consideration the data reported in Table 3, the summary
information referring to the total EXLINEA project is illustrated in
Diagram 2.In fact, we aggregate our sanple into the EU 15 border
regions (BEU), the border regions in New Menbers States (BNM and the
border regions in External Countries (BEX). The vertical axis shown
in Diagram 1, represents the level of obstacles ranging from 1 (nax)
to 7 (mn) while value 4 shows the average grade.

The information provided above allows us to make the follow ng
coments: Firstly, market size obviously, is perceived as an obstacle
for the BEU regions, while BEX regions report values around the
average range. The fact however, that BNM val ues denonstrate the
hi ghest val ues, allows us to assune that Russia and Ukraine (included
in BEX group) are considered as large nmarket sizes in a way.
Secondly, a systematic graduation is detected in values reported
anong BEU, BNM and BEX regions, indicating that purchasing power is
viewed by EU 15 border areas as a nore significant obstacle conpared
to BNM and BEX regions respectively. Thirdly, in the same line with
the findings in Diagram 1, the geographical conditions along the
borders are not considered as a remarkabl e obstacle to interaction in
all cases. Contrary to the prevailing perceptions dealing with the
i nportance of geographic norphology in cross border cooperation, the
latter evidence indicates that the real barriers should be
investigated in other fields. Fourthly, the distance of large cities
does not seem to be a significant barrier to cross border
interaction. Fifth, quality and productivity of local firms exhibit
| oner performances than average in all cases, apparently due to | ower
growth and conpetitiveness in such areas. Simlarly to the Northern
Greek border area, this finding leads us to the conclusion that the
low quality and productivity of firms occurring in border areas,
di scourage interaction. Sixth, as far as product differentiation of
| ocal econony is concerned, all the values reported are |ower than
average, reflecting an obstacle to interaction. In contrast wth
capital and large netropolitan areas, the |ow aggl oneration dynam cs
and inefficient market size occurring in border areas discourage

product differentiation (Dimitrov, x.a. 2002).
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Diagram 2: Barriers to interaction in the EU external border regions

BEUL-5
44 45
4 4
38 38 39 ONEW EU
’ ’ ’ MEMBERS
BTHIRD
COUNTRIES
14

MARKET SIZE PURCHASING LAND DISTANCE OF QUALITY PRODUCT
POWER MORPHOLOGY CITIES PRODUCTIVITY DIFFERENTIATION

Sour ce: Authors’ El aboration

In the next stage of our analysis, we attenpt to scrutinize the
research question nmentioned above by depicting a series of maps which
refer to areas of our focus. The first group of maps provides visual
information with regards to the Northern Geek border area in the
regional (NUTS II1) level. Aggregated results based on the nine cross
border zones within the EXLINEA project context are presented in the
second group of maps. As far as the range of the color is concerned,
the darker the color the lower the | evel of obstacle is.

Map 2a and Map 2b, provide visual information in relation to the
extent to which nearby nmarket size is viewed as insufficient.

In Map 2a, it beconmes explicit, that market size is considered for

Geeks as an obstacle to interaction alnbst in all regions and
especially to those opposite to the Al banian border zone. On the
other side however, it is remarkable that the highest values are

reported in regions with better access to the netropolitan area of
Thessal onica and also in the Al banian regions located in the south
part of border zone with better access to the Geek hinterland and
Athens as well. In Map 2b, narket size is perceived as an obstacle in
border zones of Poland, Wkraine, Ronmania (opposite to Ml dova),
Greece, and in Russia (opposite to Estonia).

Maps 2a, 2b: Insufficient in size nearby markets in the other side
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Source: Authors’ El aboration

A dividing line between all G eek border regions and border regions
in the other side is obvious in Map 3a. This differentiation however,
becomes even nore intense along the border regions close to
Thessal onica and the south part of the Al banian border zone as well.
In Map 3b, the purchasing power in Hungarian, Ukrainian, G eek,
Finnish and Estonian sides is considered to be an obstacle to
i nteraction.

Maps 3a, 3b. Low purchasing power of the nearby markets in the

ot her side
RN

Source: Authors’ Elaboration
Map 4a and Map 4b, depict the | evel of obstacles occurring due to the
difficult geographic conditions in border regions.

Maps 4a, 4b: Difficult geographic conditions in border regions
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Sour ce: Authors’ El aboration

In Map 4a, it becones explicit that geographical conditions do not
constitute an obstacle to interaction especially in the existing
crossing points between Greece-Bul garia and Greece-FYROM Despite the
difficult geographical conditions the Al banian border regions do not
consider this factor as a hindrance. The G eek regions opposite to
Al bani a however, see the harsh geographi cal norphol ogy as a barrier
Simlar views are detected in the Greek side opposite to Bulgaria in
the regions where no crossing points exist. These findings allow us
to assert that there is an associati on between percepti ons concerning
geographi cal conditions and the existence of crossing points along
the borders. In Map 4b, it is obvious that geographical conditions
are viewed as obstacles in the Polish-Ukrainian cross border zone and
in Geek border zone opposite to Al bania

Map 5a and Map 5b provide visual information related with the

di stance of large cities. Mre specifically, what is illustrated here
is whether or not the location of large cities is perceived being

| ocated too far away.

It is obvious that in nost of the regions reported in Map 5a, large
cities are not viewed being located too far away. The highest
performances are detected in the Bulgarian and FYROM border regions
close to the city of Thessalonica as those located in the south part
of the Albanian regions close to the city of loannina. In Map 5b, we
observe that apart from the case of Polish-Ukrainian cross border
zone, the distance of large cities is not perceived as an to
i nteraction.

Maps 5a, 5b: Large cities on the other side are too far away
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Source: Authors’ El aboration

Map 6a and Map 6b depi ct
productivity of |oca
are viewed as a barrier.

Maps 6a, 6b: Low quality and productivity of |oca

firms

5

......

El aborati on

Sour ce: Aut hors’

the perceptions concerning the quality and
firms and the extent to which these paraneters

The results depicted in Map 6a illustrate a widely spread obstacle to
interaction as the reported values are |ower than average in nost of

t he border regions.
values in all cases reveal a sub-border area wh
by low quality and | ow productivity. However,

all ow us to assune that industrial

In the G eek-Al banian zone in particul ar

the | ow

ch is characterized

t he hi gher val ues which
are reported in the G eek-FYROM and G eek-Bul garian border regions

tradition plays a substanti al

rol e
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in quality and productivity of the local firnms. In Map 6b, we notice
a disintegrated picture where half of the border zones consider the
quality and productivity of local firns as an obstacle while the
ot her half supports the opposite.

Map 7a and Map 7b, present the results with regards to product
differentiation of the | ocal econony.

Maps 7a, 7b: Limted product differentiation of |ocal ecoony

Source: Authors’ El aboration

In Map 7a it becones explicit that the highest values are
concentrated around the netropolitan area of Thessalonica. This
underlines the inportant role to interaction the existence of |arge
urban centers have, close to the borders. Map 7b simlarly to Map 7a,
denonstrates a non honbgeneous picture concerning the factor of
product differentiation. Apparently, obtaining clear conclusions from
Map 7b, requires a further study of the specific features occurring
in each border zone.

Concl usi ons

So far there has been a growing literature on border effect issues
emerging. Despite the fact of different approaches concerning the
necessity of borders, alnost all agree that frontiers inpede
hi ndrances to interaction. Furthernore, the existing evidence
suggests that even after the reduction or renpbval of consolidated
border obstacles, real or nmental barriers continue to exist.

W based our enpirical work on a survey conducted wthin the
framework of the EXLINEA project in nine different cross border areas
at the Union's external border. In this paper we focused on obstacles
related to econom c geography as well as on their inpacts on cross
border interaction. The main conclusions derived from the precedent
anal ysi s which deserve consideration are the foll ow ng:

First, the fact that nmarket size of the nearby markets in the other
side is perceived by the BEU border regions as an obstacle reveals an
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i nportant paraneter which di scourages nobility and de-Ilocalization of
activities in such type of border regions. On the other hand, taking
into account that West-East interaction in Europe has been
substantially intensified over the last fifteen years, we may assune
that a sort of “tunnel effect” is in place anong nmetropolitan areas
whi ch neglect border areas. The finding of the system c higher
performances in regions close to Thessalonica in particular, confirns
the latter argunent. Wthin this context, it seens that the role of
pl anning and regional policy could prove nost valuable for the
devel opnent perspective of border areas.

Second, the systemic differentiation in perceptions with regards to
purchasi ng power as an obstacle between BEU, BNM and BEX regions is
inline with the differentiation in terns of income |evels. The sane
dividing line is also detected across the Northern Greek border area.
This evidence indicates that different purchasing powers have a
rather bordering interaction effect between two adjusted areas. This
nakes a lot of sense if one takes into consideration the significant
associ ati ons detected between the purchasing power form on the one
hand and the Ilevel of export, immgration and |abour flows from
near by regi ons on the other

Third, interestingly, geographical conditions do not seemto play as
an inmportant role to border interaction as it was expected. The fact
also that the higher values detected in regions close to crossing
points, allow us to claim that cross border infrastructures reduce
obst acl es, independently of the |and norphol ogy. These findings have
major policy inplications as they review the prevail notions
referring to the crucial role of the geographical conditions in the
| evel of economic interaction. However, social interactions seem to
be affected by difficult geographic conditions.

Fourth, large cities are not viewed as being too far. In particular
such perceptions are reported to regions close to netropolitan areas.
Moreover, the location of large cities is associated with social
visits to nearby regions. If these findings indicate sonething, it is
that the existing border urban system across the external Union’s
borders does not function as an obstacle to interaction. The latter
could operate as “favorable initial conditions” within the framework
of the European Nei ghborhood Policy recently |aunched by the European
Uni on.

Fifth, quality and productivity of local firnms appear to be
systematically an obstacle to interaction in the particular area.
Al'so, taking into consideration that this factor is associated wth
low investment to the nearby largest cities we may assune that the
weak productive base occurring traditionally in border areas is
strongly correlated with the |low | evel of interaction

Sixth, the findings concerning product differentiation in the |oca

econony reveal an obstacle to interaction in all cases. A correlation
neanwhile is detected between product differentiation with inports
from the nearby markets and investnent to nearby markets. This
evi dence suggests that these particular border areas are |ow
opportunity regions with |ow aggloneration dynanmcs which do not
favor product differentiation
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