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REGIONAL GROWTH AND STRUCTURAL SHIFTSIN HUNGARY
AND SLOVAKIA

The paper presents how economic structural changes effect a region’s economic growth. To show
this effect is not that easy since changes of economic structure take time, and the result of changes
appear shifted in time in the examined regions. Researchers examining reasons of income
disparities among countries pay attention to the question how differences of GDP levels and growth
rates can be explained by the economic structures.

B crarbe mokazaHo, KaKk KOHOMHUYECKHE CTPYKTYpHbIE€ M3MEHEHHUS BIUSIOT Ha SKOHOMHYECKHM
poct oObekTa. [IpenctaButh ATOT 3h(HEKT 0YEHB TPYAHO, TaK KaK M3MEHEHUS IKOHOMUYECKON
CTPYKTYphl 3aHHMAIOT BpeMs,, U pe3yJabTaT HM3MEHEHUH Ka)XKeTCs IEepEeMEIEHHbIM BOBpEMS B
UcCle0BaHHBIX oOnacTsax. MccnenoBaTenu, HCCIENyIOIIME NMPUYMHBL PA3IU4Uid J10X0Aa Cpeau
CTpaH, oOpallal0oT BHUMaHuEe Ha TO, Kak pasnuuus ypoBHeid BBII um TemmnoB pocra mMoryt ObITh
00BsCHEHBl SKOHOMUYECKUMU CTPYKTYpaMHu.

INTRODUCTION. Severa studies [1] confirm that throughout the last decade the
accession countries witnessed increasing regional disparities. Inits latest report on economic
and socia cohesion, the European Commission (2004) finds that economic growth in the
CEECs has not been regionaly balanced. Growing empirical evidence [1] points to one
type of winner and to two types of losers among the accession countries regions: in this
admittedly simplified dichotomy, the metropolitan and urban areas (namely the capita city
regions) belong to the former group, the rural and old (declining) industrial areas as well as
those in the Eastern peripheries belong to the latter group. According to Lécsel [5] on
national and international level is confirmed that since the industrial revolution economic
dtate of development and macroeconomic structure — from the point of view of production
and employment — is a strong connection. By statically (cross-sectional) and dynamical
(time series) can st out that by economic development the share of agriculture is decreasing
in employment also in economic value added, and the share of industry and services is
increasing. Regions economy can be structured traditionally into three sectors. In the
primer sector (agriculture, hunting, forestry and fishing) basically the lands as capital goods
have determining role; in the secondary sector (industry and manufacture) are stressed
processing and transformation as long as the tertiary sector (services) has human resources a
function. In this study we try to find out whether development differences are caused by
regional position or economic structure. All indicators are calculated on NUTS2 level. Main
indicators are regional GDP and employment in the examined regions in Slovakia and
Hungary and all sources of indicators are Eurostat electronic and printed database.
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Figure 1 - Regional GDP performance in EU percentage (1995, 2000, 2005)
Source: Own compilation on Eurostat database

Sovakia and hungary is teken by eu as regions lagging deeply behind of the eu gdp
average. The dovak economy as whole is, a present, improving (mainly in macro-economic
indicators) but the economies of four nuts ii regions differ a lot. The greatest difference (in
negative sense) one can find between the dovakia—east region and dovakiaas such.

Table 1 - regions' ranking by regional real gdp growth between 2001 and 2005
(changes to previous year, %). Source: own compilation on eurostat database

Ne 2000 2001 2002 2003 2004 2005
Kozép-Duréntil - | - .. Kozép-Magy- Kozép-Durantil - | Eszak-Magy- Bratidavsky krg -

1| so1 ECANd-485 | o oug-+80 | 495 AqTag-+83 | +150

5 Kozép-Magy- Vychoohé Sredhé Jovenko | Nyugat-Dunantdl - DA-AIfSd-+77 Kozép-Magy-
aaszag-+60 Jovensko-+6,1 -+57 +94 ' aaszag-+82

3 Nyugat-Dunantal | Kozép-Magy- Bratidavskykrg- | Zapedhé Zapeohé Zapeché Sovensko
-+56 aaszag- +55 +56 Jovenko-+83 | Jovenko-+76 | -+69

4 | EsakcAlfdd- Eszak-Magy- Zapeché Sovendko | Eszak-Alfald- Kozép-Dunantil - | Vychadhé
+52 aasag-+50 | -+42 +58 +71 Sovenko-+35

g | Bralidaskykid- | SraheSovenseo | Vychodhe Eszak-Magy- Eszak-Alfold- Kozép-Dunantil -
+31 -+49 Jovenko-+37 arasag-+4,7 +50 +30

5 Esak-Magya- | Dé-Dunantil - Nyuget-Durantil - | Sreché Sovensko | Dé-Durdntl - Eszak-Magy-
rarzag-+28 +43 +32 - +33 +4,7 araszag-+1,7
4 Al 4 e Eszak-Magy- Bratidaveky krgj- | Bratidaveky krgj - 4 v

7 | D4-Alfdld-+26 | Dd-Alfdld -+25 araig- 127 30 +45 Dél-Dunantil - +1,1
Srech¢ Kozép-Dunantil - 4 e Vychodhé Kozép-M 4 Al

8 | oereko-+16 +2fp De-Alfdd-+23 | GLae 1o roé%&%a Dd-Alfld-+10
DA-Durantil - | Zapedhé Dél-Dunantil - 4 e Vychoohé . )

9 | 11 Joso-+20 | 422 Dd-Alfgid-+24 | oo 138 Eszak-Alfdld-+03

10 | Vydhadne Bratidavsky krg- | Eszek-Alfald - Kozép-Magy- Sreché ovensko | Streché Sovensko—
Sovenko-+1,1 | +16 +14 aaszag-+21 -+36 (07)

11 | Zopedé Nyugat-Dunantil - | Kozép-Dunantil - | DE-Dunantil - Nyugat-Dunéntil - | Nyugat-Dunéntil —
Sovenko-+02 | +28 +19 +18 +09 (-1,0)

In the Hungarian counties in Pest and Fegér has increased the number of
employees while the biggest losers are Borsod-Abanj-Zemplén and Baranya in this
decade. In the 90s the most dramatically job loss occurred in the material branches in
Northern Hungary and Southern Great Plain where until now is to feel some
backwardness [4].

135



Hungary Slovakla
2. Figure - National employment rates in the examined two countries, 1999-2006 (%)

Source: Own compilation on Eurostat database
In the first case breakdown of heavy industry and mining meant difficulties which
were mainly caused by the government by financing for to long this industry and
forcing the necessary structural changes in the regional economy. In Southern Great
Plain a crisis of agriculture is has been a bar of development as this area is one of the
most important agricultural centre in Hungary [3].

Country
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3. Figure - Regional employment rates compared to GDP performance in

Hungary and Slovakia (2005) Source: Own compilation on Eurostat database

All Hungarian regions perform above 40% in GDP in EU-average but with a significant
lower rate of employment in agriculture. 1t means that the domestic value added comes in
Hungary not from agriculture. Industrial employment isin both counties' regions between 18%
and 38%. It is shown that this branches (mining and quarying; electricity, gas and water supply)
givesthe second larges part of regiona employments. Disproportion of Hungarian employment
gructure andysis shows that in Centra Hungary works the most people in services as finances,
merchandise, tourism and public administration. Other point of view presents that the capita
city and the biggest cities have the better employment potentia thanksto larger companies. The
smdl cities and other settlements have a high rate of micro and small enterprises which have a
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lower employment potentia. Connection between employment rate and regiond economic
performance correlae in case of Hungary only in agriculture but negative. So when agricultura
employment declines economic performance should get even larger as industrid and service
sector value added gets higher. The Slovakian 4 regions andlysis has shown that the secondary
sector have strong connection to regiona economic performance.

METHODOLOGY AND DATA. In case of economic sructure andyss to the different
goproaches belong different method backgrounds. In most cases smply and complex
quantitative methods are gpplied. In regiond researches we can use two ways to solve
measurement problems. One could be the way of smplification 0 selecting one or only afew
indicators and analysing them. The other possihility is to choose a wider view and andyse
many indicatorsat awhole[8§].

Shift-share analysis is a method of decomposing regiona income or employment growth
paiterns into expected (share) and differentid (shift) components. The description of the
economy provided by shift-share can be used in research that explores the reasons for change. It
isdrictly adescriptive technique. By itsdlf, it cannot be used to dlicit the determinants economic
trends. Shift-share analyss decomposes regiond growth into separate and unique factors
influencing the prosperity of spatialy distinct aress. Most shift-share moddls are mathematical
Identities expressing economic upswings (or downturns) as afunction of three broad factors. the
nationa growth effect, the industrid mix effect, and the compdtitive effect. Between any two
time periods, the observed change in growth is assumed to be the sum of these three effects or
components (1. National growth effect; 2. Industrid mix effect; 3. Competitive effect).

Applicability of shift-share method [2]: analysis of structure of branches; merchandise and
market analyds, migration andlysis; andyss of regiond growth (neoclassic point of view);
forecasting (economic growth, population); regiond specidisation; demographic anaysis.

RESULTS. Three Hungarian regions (Southern Great Plain, Southern Transdanubia,
Western Transdanubia) — have absol ute disadvantage position while the unfavourable structura
effects are srengthened by the worse employment potentias. It is very interesting thet only the
Hungarian central region shows lower employment decline among the 11 regions.

In two Sovak regions (Vychodné Sovensko, Stredné Sovensko) dl structurd and local
effects are postive, 0 here the loca processes has increased the favourable nationa sectord
dructure. The Eastern periphery (the counties of Szabolcs-Szatmar-Bereg and Hgdi-Bihar)
suffers from a regiona crisis in the manufacturing and agricultura industries which had been
producing for the Soviet market: three Eastern Hungarian industrial counties account for around
35 per cent of the country’s tota unqudified and unemployed workersThe employment
power of the weak service sector is till far too low to absorb those who lost their jobs due
to the systemic change.
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Table 2 - Role of local and structural effects in the employment rate changes in
Hungarian and Romanian regions (2000-2006). Source: Own compilation

structural > local local > structural
Positive dructural and positive local factor, lower | Vychodné Sovensko(SK)
employment decline as the national average Srahé Sovensko (XK)
Positive structural and negative local factor, lower Centrd Hungary (HU)
employment decline as the national average
Negative structural and positive local factor, lower Northen Great Fain (HU)
employment decline as the national average Centrd Transdenubia (HU)
Negative structural and negative local factor, lower
employment decline as the national average

Positive structural and positive local factor, higher
employment decline as the national average

Positive sructural and negative local factor, higher Zapaché Sovensko (K)
employment decline as the national average Bratidavky krg (K)
Negative structural and positive local factor, higher Northen Hungary (HU)
employment decline as the national average

Southern Greet Plain (HU)
Southemn Trangdenubia (HU)
Wesen Transdanubia(HU)

CONCLUSIONS. We appointed as aims of work to analyse how economic Structura
changes could effect a region’s economic growth and development. We have chosen two
countries’ regionsto examine like Hungary and Slovakia. All Hungarian region differ alot to
Sovakian regions economic performance, but by looking at the dynamically indicators we
can recognize an accelerating economic growth in the last 7 years in our neighbourhood. To
analyse the effects of structural changes we have a lot of methods where | took shift-share
analysis because of its gpplicability on regional database according to international literature.
My calculations proved that in some regions a structural effect but in other ones the local
influence affects more economic performance or employment Situations. Dynamic effect of
structural influence has two components. One we can see when in aregion’s economy some
dynamic braches share grows againgt less dynamic branches. But it can happen that — using
specid local endowments — in the region located enterprises are dtogether more profitable
than their branches in national average. In the first case the advantageous economic structure

while inthe other case the locally dynamic structure’ s advantages occur (Nemes Nagy, 1987).
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Negative structural and negative local factor, higher
employment decline asthe national average
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