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Introduction 

Regions and towns react differently to the impacts of globalisation processes and 
depending on their features and applied strategies they will end up as winners or 
losers. Trying to avoid negative impacts local and regional authorities introduce a 
number of measures to protect their interests. At the same time, the applied strate-
gies strengthen the segregation at the expense of amalgamation. The vital regional 
cultural movements serve for instance this aim as well as the ethnic organisations 
acting almost all around the world with growing success. Yet, it remains question-
able, whether a regional strategy favouring identity is appropriate to protect the na-
tional or even international position of a given region, whether it represents an ade-
quate development force in terms of the improvement of the region’s productivity. 
The answer is obviously dependent on the location of the region, frankly, which 
region within what macro-region of the world we talk about.  

The Fordist type of industrial centres, rural regional centres or global metropolis 
have of course different features in terms of the traditionally interpreted reactivity. 
Yet, the quality of the classical productive factors is only one of the preconditions 
of adaptation. The second, new adaptation criterion – deriving from the functioning 
mechanisms of networking economy – is the type, character of relationships be-
tween the organisations and institutions of the region or the town, the possibility of 
the institutionalisation of common targets, local incentives, the preparation of local 
decisions and the social concerns. This group of new competitive factors implies 
that the success of local and regional development is not any more exclusively de-
pendent on some narrow economic aspects, but rather on the close coalition and 
institutionalised co-operation of the actors interested in regional growth. 

The result of the dissemination of the post-modern space theory is the gradual 
spreading of the new regional development paradigm. The development idea based 
on endogenous resources and starting from peripheries is slowly naturalised in the 
strategies of less developed regions and even the central regional policy in a grow-
ing number of states consider the “bottom-up” principle as the starting point. 

Globalisation gives continuous impulse to the trends of restructuring of the post-
modern economy and in many cases even accelerates them (Amin–Tomaney, 1995). 
The accomplishment of the economic paradigm developed in the 80s can be ex-
pected in Europe in the new millennium’s first decades, yet, post-Fordist space 
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shaping forces will also impact for a longer period. The extension of advanced ser-
vices enforcing agglomeration benefits is prognosticable and the concentrated de-
centralisation of these activities will continue yet with different speed in each coun-
try. The speed of spreading is highly dependent on the role of mature tertiary and 
quaternary sectors granted by the region in its development strategy, and on the 
proportion of sectors organised in clusters producing high value added within the 
economy. The new approach of regional development – the professional culture’s 
ability to alloy the motive powers of globalisation with local advantages – will be an 
important selection factor in the reduction or strengthening of territorial inequalities. 

The prospects of the spatial structure of Europe are shaped today only partially 
by the national state strategies, the motivating power of global processes and com-
mon policies, mostly respecting the former, is significantly stronger. It is therefore 
not unimportant, which ideas will be born to shape the future of the single European 
space. 

The community policy expresses the target of the member states solving certain 
tasks together. The common policies are mostly not regional developmental type 
and rather serve specific targets. Yet, the Maastricht Treaty set the impacts of terri-
torial sectoral policies in a new light. The competency of the Commission was sig-
nificantly extended since several important community policies (such as the com-
mon agricultural policy, transportation policy, Trans-European networks, structural 
policy, R&D, competition and environment policy) also serve regional development 
targets. 

The lessening of the state borders’ restricting power within the European integra-
tion, the institutionalised development of the European economic space and the 
eastern enlargement of the European Union set the development possibilities of 
cross-border regions into a new light. Besides community, national and sub-national 
frameworks European macro-regions may become important strategic units in the 
future as regards the improvement of continental competitiveness, the regions with 
high productivity are able to meet the requirements of the economy of scale and to 
increase efficiency. 

The permanent character of transformation trends of the European economy’s 
development factors, the quality changes within the European integration and their 
impacts on national political systems markedly influence the future arrangement of 
the target, tool and institutional systems of regional policy. Within the interrelations 
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of regional development and macro-policy and within the internal mechanisms of 
regional policy we can witness significant changes. 

The most important lesson of the century is that the long development of regional 
policy became by today an organic part of the European approach. 

The national and sectoral policies in the majority of European states and the co-
hesion strategy of the European Union consider the principle of solidarity as the 
starting point of social action. Exactly this characteristic distinguishes the European 
model from the social administration practices of other continents. The cohesion 
model in economic terms means the moderation of inequalities between regions and 
between social layers, enabling the widest possible scale of social layers to contrib-
ute actively to the establishment of the conditions of economic growth and to share 
the outcomes of growth. The social dimension of cohesion covers the highest possi-
ble level of employment, the improvement of the chances of disadvantaged social 
layers’ employment and the moderation of unemployment. Finally, cohesion in the 
political practice is the expression of mutual support within the state and the Euro-
pean Community, not simply in the form of income transfer but rather through the 
common application of means and methods serving the most optimal utilisation of 
endogenous resources (First Report on Economic and Social Cohesion). 

The changes during the previous years imply that the space of regional policy at 
the very beginning of the new millennium – besides the self determining rules of 
economic development – will be determined by two marking factors: first by the 
organisational, functional and financing reforms of the European Union and its east-
ern enlargements and second – due to a high extent of the previous factor – by the 
new share of power within the national state, the decentralisation. 

The reforms within the European Union shall receive special attention, since – as 
we have seen – regions were granted in the course of the process of strengthening 
European cohesion significantly higher subsidies from the structural and cohesion 
funds of the integration, than from national resources (Bache, 1998). The final out-
comes of the ca. 250 billion Euros of community subsidies granted for regional de-
velopment are not very promising, since the cohesion analyses report a very slow 
decrease of regional inequalities. One of the reasons of the weak implementation of 
efficiency requirements is to be detected in the scattered character of subsidies. The 
determinative direction of the reforms being prepared is not accidentally the im-
provement of concentrated utilisation of the resources. In the course of the designa-
tion of eligible regions the indigence must be defined by strict criterion and the pro-
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portion of eligible population must be restricted to one third of the total number of 
population within the Community. The investment practice is to be reconsidered, 
since the multiplication effects of the investments did not reach the desirable level 
and – due to different reasons – the absorption ability of the regions did not develop 
in accordance with the original expectations. The consistent enforcement of the 
principle of additionality – the local, regional and national contribution – seems to 
be the only feasible way. The second key issue is the enforcement of the co-
operation between the actors of regional development, the partnership, yet, taking 
the principle of subsidiarity into account. Within the system of subsistence and in-
centives of the European Union, the “ex-ante” evaluation of “cost-benefit” effects 
are attached significant importance which could – depending on the possessed 
knowledge on the functioning of regional economy and not exclusively on the solid 
capital – launch a new process of differentiation between European regions. 

The new democracies and market economies in Central and Eastern Europe can-
not withdraw themselves from the above processes. In the case if they intend to 
unite the advantages of integration for their national rise, they must decentralise 
their traditionally centralised state political systems and the sectoral management 
and administration established within the planned economy must be complemented 
by regional autonomies. The space winning and institutionalisation of regionalism 
in Central and Eastern Europe may become a new differentiating factor in the eco-
nomic development ability and competitiveness. 

This paper introduces the Central and Eastern European achievements of regional 
development. Besides the analyses of the transformation processes in the regions it 
draws a comprehensive picture of economic and political factors influencing com-
petitiveness of the regions and localities in six medium-sized Central and Eastern 
European acceding and candidate countries.  

 

 7



1 The regional effects of transition 

1.1 Macro-economic position 

While the reforms of the European Union’s regional and cohesion policies were 
meant to reduce the spatial inequalities within the Union, and were more or less 
successful during four decades, expansion to Central and Eastern Europe will result 
in enhanced regional inequalities. The weak performance of the accession countries 
will lead to stronger spatial inequalities and increasing number of backward areas. 

The demographic, economic, employment and environmental processes that af-
fect the spatial structure of the future member states of Central and Eastern Europe 
are diverse, and so are the expected impacts of their accession. The experts of the 
European Union prefer to treat this area as a homogeneous unit. Yet, the heritage of 
the state socialist system, the regional effects of transformation, and the different 
economic and political tools and institutional solutions in the management of new 
phenomena have brought about rather diverse results in the individual countries 
(Table 1). 

The demographic potential of the acceding and accession countries, with a total 
of 97 million in population, displays strong differences. Two countries, Poland and 
Romania, account for 60 per cent of the total population, the rest are small or me-
dium-sized countries. Poland, the Czech Republic, Romania and Bulgaria enjoy a 
spatially more or less balanced population with a deconcentrated settlement struc-
ture. In the settlement structure of countries that were divided for longer periods of 
time during their historical development, like in Poland and Romania, we find sev-
eral highly concentrated spots: beside the capitals, several regional centres have 
developed with high populations and significant economic potential. 

 
 

1.2 Settlement structure 

Changes in the settlement structure in every countries during the state socialism 
were primarily quantitative. By the late ‘90s, the rate of urban population reached 
69 per cent in Bulgaria, 70 per cent in the Czech Republic, and 63 per cent in Hun-
gary. The less urbanized country is Romania, where 55 per cent of the population 
live in towns and cities. 
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Table 1 
Main macro-statistical data, 2002 

Basic data Bulgaria Czech 
Republic Hungary Poland Romania Slovakia

Average population, ’000  7,869 10,210 10,159 38,232 21,795 5,379
Total area, km2 110,910 78,868 93,030 312,685 238,391 49,034
Gross domestic product per capita  

at current prices in PPS, Euro 5,900 14,400 13,600 9,500 5,900 11,400
GDP per capita in per cent of EU–15 25 60 57 39 25 47
GDP percentage change over  

the previous year 4.8 2.0 3.3 1.6 4.9 4.4
Structure of production in per cent of GDP 

Agriculture 
Industry 
Construction 
Services 

12.5
23.4

4.4
59.7

3.7
31.9

6.6
57.9

4.3
26.2

5.2
62.7

 
3.1 

23.8 
6.5 

66.5 

 
13.0 
32.1 

5.5 
49.4 

4.5
26.4

5.4
63.3

Exports of goods and services  
in per cent of GDP 53.1 65.2 64.5 30.0 35.5 72.8

Imports of goods and services  
in per cent of GDP 59.7 67.5 66.7 33.3 41.2 79.9

Gross foreign debt of the whole economy 
in per cent of GDP2001 67.0 26.6 38.3 22.1 21.9 44.7

Natural growth rate per ’000 of population –5.7 –1.5 –3.5 –0.2 –2.7 –0.1
Economic activity rate,  

per cent of population 62.5 70.6 59.9 64.9 64.2 69.5
Unemployment rate 18.1 7.3 5.6 19.9 7.0 18.6
Average employment by sectors, per cent 

Agriculture and forestry 
Industry 
Construction 
Services 

10.7
27.5

5.2
56.6

4.9
31.2

8.9
55.0

6.0
27.2

7.0
59.8

 
19.6 
22.6 

5.9 
51.8 

 
37.7 
25.3 

4.3 
32.7 

6.6
30.1

8.1
55.3

Railway network, km per ’000 km2 38.9 122 85 67 46 75
Length of motorways, km 328 518 533 405 113 302
Number of cars per ’000 inhabitants 276 358 258 289 1442001 247
Telephone subscribers per ’000 inhabitants 370 360 362 311 200 261
Number of subscriptions to cellular mobile 

services per ‘000 inhabitants 319 844 678 364 234 544
Number of personal computers  

per ’000 inhabitants1998 n.a. 97 59 44 10 65
Gross domestic expenditure on R&D2000 0.52 1.33 1.012002 0.70 0.37 0.67
R&D personnel as per cent  

of labour force2000 0.48 0.93 1.11 0.73 0.39 0.86

Source: Comprehensive monitoring and regular progress reports on the preparation for membership. 
Various countries. Brussels, CEC, 2003. International statistical yearbook 2001. Budapest, 
KSH, 2002. Statistical yearbook of candidate countries. Luxembourg, 2003. 
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The weight of capitals, at the peak of the town hierarchies, is remarkable in Bul-

garia and in Hungary. Sofia accounts for 14 per cent, Budapest for 18 per cent of the 
population of the country. Prague, Bratislava and Bucharest have more moderate 
share (6–10 per cent) in population of respective counties. The role they play in the 
economy and in cultural life is more dominant than their share in the population. 
The important elements of the market economy are concentrated in the capitals (Ta-
ble 2). Several elements of a decentralised development policy could be designed to 
decrease this unfavourable, decades-long territorial concentration. 

Table 2 
The weight of capital cities in some activities, in per cent, 2001 

Activity Sofia2000 Prague Budapest Warsaw Bucharest Bratislava
GDP 24.6 24.5 35.0 n.a. 16.51998 24.2 
Industrial output 15.9 13.0 17.6 11.8 17.0 37.3 
Foreign direct invest-

ment 49.9 25.7 56.5 33.0 46.7 71.2 
Tertiary education 

students 43.3 31.4 49.2 16.7 32.4 83.0 
Employees in R&D 72.71995 48.0 55.8 30.0 39.0 40.2 

Source: Own calculations based on national statistical yearbooks. 

 
Since the early 1990s, processes related to the changes that affected the whole 

society have influenced the settlement structure. One of these processes is sub-
urbanisation, i.e. urban population moving to the countryside, especially into the 
outskirts of large cities. This trend has emerged gradually, as it is observable in the 
slight decrease in the population of urban settlements and in the increase in the 
share of inhabitants living in smaller and/or rural settlements. 

In the shaping of a decentralised development policy, the large and medium 
towns of the second level of the town hierarchy play an important role. The en-
dowments of two countries are similar in this respect. Bulgaria has three towns with 
populations over 200,000 (Plovdiv, Varna and Bourgas), and three towns (Rousse, 
Stara Zagora and Pleven) between 130,000 and 170,000. Hungary has one town 
over the population of 200,000 (Debrecen), while three regional centres (Miskolc, 
Szeged and Pécs) have populations of around 160,000. In Bulgaria’s two towns 
(Sliven and Dobrich) the populations are between 100,000 and 130,000, while in 
Hungary there are three such towns (Győr, Nyíregyháza and Székesfehérvár). The 
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urban network of Poland and Romania shows a relatively balanced hierarchy and 
regional pattern (Figure 1). The second level includes 2–8 cities with over 300,000 
inhabitants (e.g. Lódz, Krakow, Poznan, Katowice, Gdansk in Poland, Cluj-Napoca, 
Timisoara, Craiova, Iasi, Constanca in Romania, Brno, Ostrava in the Czech Repub-
lic). This figure has to be compared with more than 20–30 similar towns in western 
European countries. These towns exert significant influence over wide area, this is 
why they are called potential regional centres. They have relatively good amenities 
to prevent their inhabitants from going to capital cities. They have academic tradi-
tion and cultural history. But they are often too weak, from an international point of 
view, to compete successfully with other large European cities.  

The settlement structure of the Czech Republic is characterised by high density 
and disintegrated nature of settlements. A large portion of the population lives in 
urban settlements. Towns with over 50,000 inhabitants were among those most se-
verely affected by the process of urbanisation; between 1993 and 2,000 they posted 
a migration decrease of over 25,000 inhabitants. To the contrary, in terms of migra-
tion the largest increases were posted by settlements with over 10,000 inhabitants. 

The settlement structure in Poland is characterised by: 
• Moderate, polycentric concentration of population and economic activity in 

less than twenty medium size centres, relatively homogeneously localized 
over the country’s territory, 

• Relatively low share of the capital metropolis in the total of the country’s 
population (Warsaw – 4.2 per cent), 

• Low position of Polish metropolis type cities in European rankings (Warsaw – 
in groups V and VI in 8-group classifications), 

• Low urbanization degree, below 62 per cent, that has been remaining at the 
same level for the last 12 years, 

• Highly dispersed settlements in rural areas, where as much as 38 per cent of 
the Poland’s population lives. 

One of the causes for stopping of the village–town and interregional migration 
types is the situation in housing. The insufficient number of dwellings and their low 
standard is reflected in generally low level of fulfilling social needs and low stan-
dard of living of many families. Currently in Poland approximately 1.5 million 
households do not have their individual flat. The average age of housing resources 
in Poland reaches 40 years and more than 1 million flats are completely depreciated. 
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Figure 1 
Urban centres in Central and Eastern Europe 
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More than 10 million people live in Poland in flats of lowered standard (including 
44 per cent of rural population). Due to the insufficient number of flats of diverse 
standard the price of both purchasing and renting (especially with regard to towns) 
exceeds the financial capacities of the majority of persons interested. Municipal 
infrastructure in the majority of cities and communes is obsolete, completely depre-
ciated, and is of low functionality. It refers also to big cities and influences their 
lower competitive position when they try to attract investment, especially of foreign 
origin.  

The medium town network, with populations between 50,000 and 100,000, in-
cludes 15 towns in Bulgaria and 12 in Hungary. The small town network, with 
towns of less than 20,000 inhabitants is dense in both countries: it includes 152 
towns in Bulgaria and 160 in Hungary. The spatial organising functions of most of 
the small towns are weak. They can only provide low quality services to the rural 
settlements in their sphere of gravity, and they do not play an important role in the 
employment of the inhabitants of these settlements. In most of these towns, the ma-
jority of jobs were terminated with the closing down the former industrial sites after 
the change of regime. 

The rural settlement structure is also rather differentiated. Bulgaria has a large 
number of villages (5100), whereas in Hungary there are much fewer of them 
(2,900). Although in European comparison both countries have a high proportion of 
villages, this type of settlement is far more typical of Bulgaria. There, 83 per cent of 
all villages have fewer than 1,000 inhabitants; this figure in Hungary is 59 per cent. 
While in Bulgaria villages of over 5,000 inhabitants are rare (there were only 8 such 
settlements at the mid 1990s), in Hungary 38 settlements belonged to this category 
in 2001. 

In countries having several economic centres, like most Western European coun-
tries, the difference between the population of the primary city and that of the re-
gional centres is at most five-fold; in the case of countries dominated by the capital, 
this difference is ten to twelve-fold. In Poland and Romania, for instance, the capi-
tals are followed by six to eight major cities with populations between 300 and 700 
thousand, which have an impact on the spatial structure of the entire regions. Con-
trary to this, in Hungary, there are only four regional centres, whose population ex-
ceeds 150 thousand (Table 3).  
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Table 3 
Population of the largest urban centres, 2001 

Capital city The seven largest regional centres 
Country 

’000 Per cent,  
country =100 ’000 Per cent,  

country =100 
Bulgaria 1,190 14.4 1,154 16.7 
Czech Republic 1,193 11.7 1,288 12.5 
Hungary 1,812 18.0 1,036 10.3 
Poland 1,615 4.1 4,064 10.5 
Romania 2,027 9.0 2,156 9.6 
Slovakia 449 8.3 806 14.9 

Source: National statistical yearbooks. Calculations by the author. 

 
At the same time, a particular Central and Eastern European characteristic is that 

the medium cities play important role in the organisation of the settlement structure. 
Many such cities function as territorial administrative centres, and the structure and 
scope of their institutional system and administrative organisations do not differ 
significantly from those of major cities. The unitary administrative and political 
system of the planned economies has worked towards homogeneity: the major cities 
could not assert their natural and traditional power in organising the spatial struc-
ture. It is not surprising therefore that after the first steps towards regionalisation 
and a decentralised development policy, sharp competition emerged among the ter-
ritorial centres, different in size but of similar institution structure, to control the 
new functions of regional organisation. 

 
1.3 Socio-economic disparities between regions 

In the countries of systemic change, depending on their level of urbanisation, the 
territorial expansion of rural areas and their level of backwardness display signifi-
cant inequalities. With the exception of Poland, where urban population is growing, 
outward migration from rural areas has stopped.  Moreover, in some countries, due 
to reverse migration from the towns and cities, rural population is growing. These 
recent demographic trends cannot be considered as unequivocally positive, since the 
economic bases of these rural areas are weak and most of those who returned there 
were forced to seek livelihood in agricultural production. The rate of working-age 
population is the highest in these rural areas and in the traditional industrial areas. In 
metropolitan areas quite the opposite process is witnessed. In the age structure of 
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the capitals, the weight of the older age groups is growing. In regions of dynamic 
development (like in Western and Central Transdanubia in Hungary, in the north-
western regions of Poland, or in Southern Moravia of the Czech Republic) as well 
as in the northern and eastern Romanian and eastern Slovakian regions where birth 
rates are high, a favourable age structure is emerging, although in the latter regions 
a strong outward migration has negative impact on the rate of working-age popula-
tion. 

The territorial differences of the labour markets are the result of the previous 
economic structure and the structural transformations that have taken place in the 
emerging market economies. The economic activity rate is high in regions where the 
structural transformations have not started yet. Several heavy industrial regions in 
the Czech Republic and in Poland have not been set on a new development track, 
and there are also many rural areas in Eastern Europe where the high rate of agricul-
tural employees (reaching 42 per cent in Moldavia, Romania) is expected to cause 
sharp tensions. There are regions where the rapid growth of the previously neglected 
tertiary sector has counter-balanced the shrinking size of other sectors of the econ-
omy. A peculiar paradox of the Central and Eastern European transformation is that, 
with the exception of Hungary and the Czech Republic, the activity rates are the 
lowest in the more successful regions. From among the accession countries Hungary 
has the lowest activity rate (51.7 per cent in 2001), while the rates of Central and 
Western Transdanubia are a few points higher than the national average. 

 

Table 4 
Regional differences in GDP per capita in Central  

and Eastern European countries, 2000 

Least developed region Most developed region  
Country Region’s GDP per capita in PPS,  

EUR15 = 100 

 
Difference 

Bulgaria South-Tsentral 21 South-west 38 1.81 
Czech Republic Central-Moravia 45 Prague 121 2.69 
Poland Lubelskie 27 Mazowieckie 59 2.19 
Hungary North Great Plain 31 Central Hungary 78 2.52 
Romania North-east 16 Bucharest 46 2.88 
Slovakia Eastern Slovakia 36 Bratislava 98 2.72 
EUR15 Ipeiros 47 Inner London 241 5.13 

Source: The author’s calculations on the basis of the Regions: Statistical Yearbook, 2003.  
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The development of the diverse economic potentials of the accession countries is 

hindered by cohesion problems. At low levels of economic development, however, 
the performance gap among the regions within the same country are not greater than 
in Western Europe (Table 4). Yet, the gap between the worst performing region and 
the best one (Prague and the Romanian and Bulgarian regions) is greater (750 per 
cent) than in Western Europe. On the whole, disregarding national inequalities, the 
Central and Eastern European economic space is relatively homogenous, with the 
majority of the regions performing below the European average; in Romania and 
Bulgaria even the capitals are quite under-developed (Figurs 2–3). 

Obviously, economic differences among the smaller territorial units are stronger 
than those among the regions; interestingly, at the county (NUTS III) level the de-
velopment gap is the widest in Hungary. The GDP per capita figure for Budapest 
exceeds that of Szabolcs-Szatmár-Bereg county more than threefold, while the GDP 
gap between Bucharest and Vaslui county in Romania is only twofold. The impacts 
of market economy are expected to bring about the further strengthening of territo-
rial inequalities. During the territorial restructuring of Hungary, the leading and 
backward counties have been developing at quite different paces, which indicates 
that the spatial structuring forces are now more differentiated than they were in the 
planned economy period. Back then, planned industrialisation was to shape the eco-
nomic potentials of the various regions; today, their economic development is influ-
enced by the competitive sectors of industry and by adjoining services (Table 5). 

The disparities between the individual planning regions within Bulgaria are rela-
tively small except for the more pronounced lagging of the North-west region in its 
social-economic development. Considerably more significant, however, are the in-
tra-regional disparities, i.e. those between the municipalities and districts within the 
same planning region, representing a specific issue that the regional development 
policy has so far failed to adequately address. Almost all of the country’s regions 
and districts exhibit the typical contrasts of the core-periphery kind. Particularly 
affected in this respect are the border territories, many of the rural territories, several 
areas in industrial decline, as well as those with high concentration of ethnic minori-
ties. These are typically Bulgarian disparities that necessitate special attention since 
they put a lot of territories in critical condition, provoking also many negative social 
and social-demographic developments whose long-term effect is still uncertain. 
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Figure 2 

GDP per capita by region and sector in Central and Eastern Europe, 2000 

 

 
Source: Regions. Statistical yearbook, 2003. Designed by the author. 

 17



 

Figure 3 

GDP per capita by region in Central and Eastern Europe, 2000, EU15=100 

 

 
Source: Regions. Statistical yearbook. Designed by the author. 
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Table 5 
Characteristics of territorial inequalities in the countries of systemic change 

 Before 1990 After 1990 
The dimension of spatial 
disparities 

Between urban and rural 
areas 
Within settlements 
 

Within settlements  
Between regions 

The tendency of disparities Decreasing inequalities be-
tween urban and rural areas 
Decreasing inequalities be-
tween regions 
Stabile inequalities between 
settlements 

Increasing difference within 
settlements  
Increasing difference be-
tween regions 
Stable difference between 
urban and rural areas 

 
The driving force behind the 
development of disparities 

 
Industrialisation 

 
Structural changes  
Services  
Foreign direct investment 

 
Decision determining dis-
parities 

 
National level 

 
Local level 
Transnational level 

 
Indicators expressing dis-
parities 

 
Demographic composition  
Communal and social infra-
structure 
Social incomes connected to 
the use of communal and 
social facilities 

 
Unemployment rate  
Wage level 

Source: Vision Planet. p. 48. 

 
In terms of per capita GDP, however, the differences among the individual plan-

ning regions have not been significant. This indicator was relatively higher in the 
South-west region, whereas in the rest of the regions were rather evenly distributed. 
It should be noted that the indicator’s value in certain regions (notably the North-
west region as well as parts of the North-east and the South-west regions) has been 
highly dependent on the actual state of the local large enterprises and the population 
migration.  

The structure of the economy in all of the country’s regions showed that services 
had the largest share in overall output, while agriculture and forestry jointly had the 
lowest relative weight among economic activities. This trend appeared to be the 
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most notable in the region exhibiting the highest GDP figure – the South-west re-
gion, – where the service sector accounted for 67.5 per cent of the value added in 
contrast to the modest 5.7 per cent share of agriculture and forestry. The share of 
manufacturing in GDP turned to be the highest in the North-west region, reflecting 
the location of several large enterprises on its territory, whereas the service sector 
was relatively less developed there, accounting for only 45.1 cent of overall output. 
Agriculture had the largest share in the North-east region. In nominal terms, the 
manufacturing sector exhibited the highest GVA figure in the South-west region, 
while value added in agriculture was most significant in the South-central region. 

In the Czech Republic economically the Prague region is the most efficient one. 
It has been creating a quarter of the Czech Republic’s gross domestic product for a 
long time. The other seven NUTS II regions account for the remaining 75 per cent 
of GDP. Their share in the economic activity of the Czech Republic is relatively 
balanced, ranging from 9 to 14 per cent. 

With 121 per cent of the EU per capita GDP average, Prague represents a unique 
region, as compared not only to the other cohesion regions within the Czech Repub-
lic, but also to any other NUTS II region in any other candidate country. The 
amount of Prague’s per capita GDP is even much higher than that of an overwhelm-
ing majority of the current EU regions, or higher than the value of this indicator in 
thirteen out of the fifteen EU Member States. Thus, Prague is the only cohesion 
region in the Czech Republic that will not ask for support under Objective 1 within 
the framework of the EU economic and social cohesion policy. 

In terms of the interpretation of the aggregate per capita GDP indicator, the other 
regions represent a relatively homogenous group, fluctuating within a relatively 
narrow interval of 48 to 56 per cent of the EU per capita GDP average. So they meet 
the Objective 1 reference level. From this viewpoint, 99.4 per cent of the area of the 
Czech Republic and 88.5% of the population represent the regions of which the de-
velopment is lagging behind. As compared to the other candidate countries, the per 
capita GDP values in the Czech NUTS II regions can be considered relatively high 
and even close to those of a number of regions in the so-called EU cohesion coun-
tries. 

Using other indicators, however, it is possible to mark some more problematic 
regions in the Czech Republic. The cohesion regions that are sensitive in this re-
spect include primarily the North-West and Moravia-Silesia, which show above-
average rate of unemployment not only in national terms, but also in relation to the 
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EU. Moreover, these regions are also most affected by structural unemployment, or 
employability, for the share of the long-term unemployed here approaches 50 per 
cent of the total number of the unemployed. 

The Czech economy as a whole has undergone a sharp structural change in the 
past ten years. The shares of agriculture and industry in GDP generation have de-
creased (from 7.7 to 3.4 per cent and from 34.5 to 31.8 per cent, respectively) in 
favour of the share of the services sector (which increased from 41.8 to 49.7 per 
cent). A similar process took place at the level of the cohesion regions without ex-
ception; however, the intensity was different in particular cases. There has been a 
considerable decline in the weight of industry within the overall economic activity 
(a major fall of the share of industry in the individual region’s GDP) and simultane-
ously a sharp increase in the weight of services, or the tertiary sector within the 
overall economic activity (a growing share of services, or the tertiary sector in the 
individual region’s GDP) in the past ten years. 

Structural changes in the individual regions were affected especially by the fol-
lowing factors: 

• down-scaling of fuel mining, metallurgy and heavy chemistry in the North-
west and Moravia-Silesia regions (nevertheless, the above-mentioned indus-
tries still remain dominant in these regions with respect to economic activity 
and employment); 

• the process of restructuring the heavy machinery industry in the South-west 
region; 

• high weight of the leather, textile and food industries in the North-east, Cen-
tral Moravia and South-east regions; 

• declining share of agriculture in the economic activity of the South-east region 
(mountain and sub-mountain areas). 

 
Hungary can be characterised by significant economic, social and infrastructure 

differences. These are more noticeable between the capital city and the rest of the 
country, between individual regions, and also among micro-regions and towns and 
villages. 

Compared with the rest of the country, the development of Budapest is striking. 
17 per cent of the Hungarian population lives in Budapest, while it contributes 35 
per cent to the GDP of the country. Its advantages result from high population den-
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sity, its function as a centre for business and financial services and as an innovation 
transfer centre. It has large high value added sectors, mainly business services, re-
search and development and tourism. 28 per cent of the companies are operating in 
Budapest: over half of the firms with foreign interests and 53 per cent of subscribed 
capital are concentrated here (Figure 4). The significant role of Budapest is further 
increased by its central geographical location and the hub role in the transport net-
work. However, the large economic and social potential of Budapest has effect only 
in the agglomeration, but not in the more remote regions of the country. 

Figure 4 
Concentration level of different activities in Budapest, 2002 

 
Notes: 1 – Employees in industry; 2 – GDP; 3 – Students in tertiary education; 4 – Employees in 

market services; 5 – Foreign direct investment; 6 – R&D expenditures; 7 – Air passenger 
traffic. 

Source: National statistical yearbook. 
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Considering the level of economic development, household incomes and unem-
ployment in the regions, apart from the favourable indicators of Budapest, the gap 
between the east and the west is large. The restructuring of the north-western and 
central parts of the country has been successful when compared to the slowly catch-
ing up of the remainder of the country. 

The current dynamics of the north-western regions comes primarily from the 
geographical position of these regions, and from the proximity to western markets. 
Particularly, with neighbouring Austrian provinces, this has been the dominant fac-
tor in economic restructuring. In Central Hungary, Western and Central Transdanu-
bia the well-trained labour force, its low cost compared with the average of Euro-
pean Union, and the favourable transport network helped the influx of foreign capi-
tal and innovative, export-oriented industries. As a consequence, unemployment 
rate is the lowest in these areas, and income conditions are also better than the na-
tional average. 

Economic performance of the rest of the regions lags far behind the three most 
advanced regions. The reasons for that were the inherited industrial structure with 
low efficiency and the low income generating capacity. These areas were dominated 
by mining, heavy industries, the agro-business, and the loss of the collapsed eastern 
market had a dramatic impact on them. The industrial restructuring of the 1990’s 
had the most adverse effect in North Hungary, turning the region into a depressed 
area. Agriculture and food industry concentrated in the regions of Great Hungarian 
Plain and South Transdanubia. Due to the low income generating capacity of agri-
culture, the share of areas lagging behind is significant. In this regions the relatively 
low level of human resources and the high rate of the inactive limit the economic 
restructuring. 

Diversity of the economic potential of regions in Poland is similar to the one oc-
curring in the majority of the EU member states. The principal indicator – GDP per 
capita – becomes different in the proportion of 1:2.2. In the context of Poland’s ac-
cession to the EU, the most important problem becomes not the diversity, but the 
low economic potential of all regions. Even the best of them did not reach, in 2,000, 
the level of 60% of the average GDP per capita index in the 15 EU countries. The 
weakest Polish regions are classified among the last twenty European regions. 

The source of interregional differences in GDP per capita is the diverse level of 
labour productivity, measured by the WDB index. Mainly, the sector structure of 
individual regions decides on the level of this index. In the sectoral system, produc-
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tivity per one employee in services, industry, and construction is many times higher 
than in agriculture (6-7 times).  

Participation of people employed in the agriculture decides on the average value 
of the labour efficiency in the region’s scale. The highest position in this respect is 
occupied by voivodships with structures dominated by non-agricultural activities, 
such as: Mazowieckie, Śląskie, Wielkopolskie, Dolnośląskie, and Pomorskie, and 
the lowest – Lubelskie (50% of labour resources in agriculture), Podlaskie, 
Podkarpackie, Warmińsko-mazurskie and Świętokrzyskie. 

Interregional diversity of the unemployment rate (according to BAEL) oscillates 
between the 15.6% index in małopolskie voivodship and 27.3% in Warmińsko-
mazurskie voivodship. These differences do not overlap fully with differences in the 
GDP per capita level, since in many voivodships agriculture serves as a kind of 
“storehouse” for hidden unemployment in the situation of agrarian overpopulation. 
Despite this, in the eastern part of the country, the participation of rural population 
in the total number of unemployed people was the highest and varied in the 55-65% 
limits with the country’s average of 44%. 

The highest unemployment rate was registered in the middle of 2002 in the fol-
lowing voivodships: Warminsko-mazurskie (27.3 per cent), Zachodniopomorskie 
(26.6 per cent), Lubuskie (25.9 per cent) and Dolnoslaskie (25.3 per cent). Such 
situation has existed for many years as a result of decline in the economic base in 
small cities and in the state owned farms in this part of the country.  

Regions with the highest competitiveness and development level include the fol-
lowing voivodships: Małopolskie, Mazowieckie, Pomorskie, Sląskie and Wielko-
polskie. Their competitive advantage results from: high efficiency of the production 
sector, big human resources potential (including research centres, well prepared 
cadres), relatively well developed infrastructure. They have the biggest chance to 
participate in the European development processes (globalisation, construction of 
information society). Their trump cards are their capitals – big agglomerations with 
diverse economic structure and high participation of services in the employment 
sector. An essential factor limiting the quality of life in these agglomerations is bad 
condition of their collective transport (decline of rail transport, bus transport pollut-
ing the environment, lack of bike lanes). 

Relatively the best situation occurs in Mazowieckie voivodship, which has the 
biggest area and the biggest population in the country, which concentrates almost 
one third of the companies registered in the country with participation of foreign 
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capital, which has the lowest unemployment rate, the lowest number of unemployed 
per one job offer, the highest salaries in the country and the highest positive migra-
tion balance. The highest employment rate, the highest education level, and the 
lowest negative birth rate also characterize mazowieckie voivodship. Thanks to this 
all the voivodship generate the biggest GDP (in absolute values and per capita). At 
the same time it is a voivodship with the biggest intraregional diversity – difference 
in GDP per capita between Warsaw and sub-regions such as: Ostrolecki, Radomski 
and Siedlecki reaches the 5:1 proportion. 

Regions, which face serious difficulties, are the voivodships in the eastern part of 
Poland: Lubelskie, Podlaskie, Podkarpackie, Świętokrzyskie and Warmińsko-
mazurskie. The following factors limit their development: ineffective employment 
structure, low productivity of agriculture, low development level of industry and 
services, low quality of human resources (including weak entrepreneurship), low 
urbanization indices, and low involvement of foreign capital. 

Situation of Sląskie voivodship is very complex. On one hand it still has a rela-
tively high GDP per capita level, and low unemployment rate but, on the other hand 
at present it is the biggest in Europe, with the concentration of traditional industries, 
including coal mining and steel industry. The necessary, and deep restructuring of 
the region’s economic structure has already started. It will lead, however, to drastic 
employment reduction in plants, which were favoured until now, and will provoke 
sharp response from traditionally, very strong trade unions. 

The above-mentioned trends and phenomena show clearly that main problems, 
the solution of which will determine development of the Polish society and econ-
omy, are as follows: 

• Low development rate, prevailing in the last years (within the limit of stagna-
tion), that may lead to an extremely low – in relation to the EU – level of in-
come and quality of life, 

• Very high unemployment rate and low level of social activity, lowering the 
quality of life level and threatening a large part of the population with exclu-
sion from development processes, 

• These occurrences are mutually conditioning, creating the dangerous “impos-
sibility syndrome” in using Poland’s development opportunities in the per-
spective of the next few and may be even almost twenty years, 

• Low development rate of the economy and the necessity of its competitive-
ness’ growth (by an increase in productivity, among other factors) are limiting 
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demand for work, which – given its high supply (the increase of the number of 
people in the productive age in the years of 2001–2002 amounts to over 
500,000 persons) – causes the open and the hidden unemployment, 

• High unemployment rate, besides political and social problems, results in con-
siderable public money being spent for social assistance, limiting funds for 
development purposes. Low-income level limits demand, and in the conse-
quence reduces the level of production and services, which satisfy the con-
sumption needs, 

• Analysis of the sectoral structure of human resources used and of the domestic 
product creation show that this syndrome cannot be solved without profound 
changes, the main direction of which will be the reduction of inefficient ac-
tivities mainly in industry and agriculture, in favour of activities with the high 
added value, mainly market services, industry based on knowledge, and also 
of construction.  

 
In Romania there still are major differences within planning regions where heav-

ily agricultural counties coexist with more developed areas. The phenomenon has 
been even made worse by the concentrated impact of economic restructuring in 
given areas with mono-industrial towns typically being affected by labour market 
shocks due to the shutting down unprofitable state enterprises. Other factors with an 
impact on regional development traditionally include border regions and the Danube 
with regions bordering Moldova and Ukraine and regions along the Danube more 
under developed than the others. 

One of the most striking features of Romania’s economic growth over the last ten 
years has been the growing importance of the Bucharest area in development terms. 
This is in line with a well-known trend affecting all transition economies, but it is 
even more evident here due to the large size of the country in both population and 
territory terms. With some of 9.0 per cent of the population Bucharest accounts 17 
per cent of the country’s GDP. 20 per cent of all SMEs are registered there and the 
capital has attracted 47 per cent of total foreign investment. The quite significant 
development of Bucharest not had any significant spill-over in neighbouring coun-
ties. Some of Romania’s most underdeveloped counties are still to be found in the 
immediate surroundings of the capital city. The second peculiarity of regional de-
velopment of Romania is the mosaic-like structure of economic development at the 
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sub-national level. In practically all the regions’ fairly developed counties coexist 
with rather underdeveloped ones.  

The main problems of regional development in Romania are as follows: 
• The growing importance of Bucharest, 
• Unbalanced growth between west and east of the country, 
• Economic growth has followed a broad west–east direction with proximity to 

western markets acting as a growth spurring factor, 
• Underdevelopment concentrates in the north-east and in southern regions 

along the Danube, 
• The urban decline of small and medium towns, 
• Strong negative impact of industrial restructuring in mono-industrial locali-

ties. 
 
In Slovakia conditions that were created in the process of the transformation of 

the economy from a completely planned economy to a market economy have further 
deepened the territorial imbalance. The actual disparities are shown particularly in: 

• the share of regions in formation of GDP, 
• unemployment rate, 
• level of entry of foreign capital in the individual regions, 
• level of income of population, 
• establishment of new firms in the regions etc. 
 
The evaluation of the level of regional development shows that only the region of 

Bratislava differs significantly. Among the other regions there are no large differ-
ences, in GDP/capita. Most significant differences exist obviously only at the level 
of counties. The region of Bratislava has a special position in comparison with EU 
average, too. With the level of around 100 per cent of the EU average it can be clas-
sified to the most developed regions of CEE countries. The other regions of Slova-
kia attained 36 to 44 per cent of EU average. 

Districts classified to the category of developed areas include 31.6 per cent of the 
population of Slovakia. Economically stabilised areas availing of conditions for the 
future development comprises 25.5 per cent of population. The percentage share of 
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population living in stagnating districts is 17.3 and the share of economically de-
pressed region’s population is 25.6 per cent. 

Summing up, the radical transformation of the economic structure affected the 
different regions in different ways. The losers of transition, like in the most other 
European countries, where the areas were dominated by heavy industry and mining 
and, as a special Eastern European feature, the extensive agricultural areas. The 
emerging market economy brought about the strengthening of regional inequalities. 
Comparing the regional data of the member states and the candidate countries we 
find that the Central and Eastern regions are at the bottom of the European ranking, 
while the Czech and two Hungarian regions are above the EU average, and one 
(West Transdanubia) is near at that level (Table 6). 

 

Table 6 
Level of development of NUTS II regions, 2000 

Percentage of population of the country 
Level of GDP as a per-

centage of EU15 average Bulgaria Czech 
Republic Hungary Poland Romania Slovakia 

Over 75 – 11.5 28.3 – – 11.4 
50–75 – 11.5 9.8 13.1 – – 

36–49 26.2 77.0 34.1 39.1 10.2 88.6 

26–35 10.1 – 27.8 47.8 11.8 – 

25 or less 63.7 – –  78.0 – 

Source: The author’s calculations on the basis of the Regions: Statistical Yearbook, 2003.  

 
Disparities can be demonstrated in comparison with the highest and lowest levels 

of income per head between regions reveal that, in 2000, the average level in Pra-
gue, the most prosperous region in Central and Eastern Europe, was more than 7 ti-
mes higher than in North-east region of Romania (Table 7, Figure 5).  
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Figure 5 

The richest and the poorest regions in Central and Eastern Europe, 2000 

 

 
Note: Name of regions indicated see in Table 7. 

Source: Regions. Statistical yearbook, 2003. Designed by the author. 
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Table 7 
GDP per capita in the richest and the poorest regions  

in Central and Eastern Europe 

The richest The poorest 

Rank Region Country 

GDP per 
capita in 
PPS, 
Euro 

As a 
percent-
age of 
EU15 
average 

Rank Region Country

GDP per 
capita in 
PPS, 
Euro 

As a 
percent-
age of 
EU15 
average 

1 Prague CZ 27,354 121 1 North-east RO 3,678 16 

2 Bratislava SK 22,164 98 2 South RO 4,328 19 

3 Central  
Hungary HU 17,094 78 3 South-east RO 4,448 20 

4 Mazowieckie PL 13,316 59 4 South-west RO 4,681 21 

5 West  
Transdanubia HU 12,788 57 5 Yuzhen  

Tsentralen BG 4,781 22 

6 Jihozápad CZ 11,840 52 6 North-west RO 4,894 23 

7 Central 
Transdanubia HU 11,279 48 7 Severen  

Tsentralen BG 5,090 23 

8 Jihovyhod CZ 11,059 47 8 Severoistochen BG 5,203 24 

9 Bucharest RO 10.878 46 9 Severozapaden BG 5,414 24 

10 Severovyhod CZ 10,871 46 10 West RO 5,428 24 

Source: The author’s calculations on the basis of the Regions: Statistical Yearbook, 2003.  
 
Two key issues which influence the regional economic performance are the ur-

banization level and the sectoral composition of economic activity. The following 
stylised classification of regions can be used for analytical purposes agricultural, 
industrial and regions with services orientation (Figure 6). For the purpose of iden-
tifying the typical manufacturing, agricultural and service regions, the highest con-
centration of employment in each sector were selected. (Criteria of designation 
were: percentage share of agricultural employment is more than 10 per cent, of in-
dustrial employment it is more than 40 per cent and of service employment it is 
more than 60 per cent, Figure 7). The regions depending mostly on services are 
clustered around capital cities. The highest concentration of services is in Prague 
76.6 per cent). It is followed by Bratislava region (Slovakia) and Central Hungary, 
which have similar characteristics (72–71 per cent). In contrast to the services, 
manufacturing is more closely associated with smaller cities and towns, like in the 
EU countries), and with polycentric urban networks. The most of the top 15 manu-
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facturing regions are in the historical core territory of Central Europe. Fourteen re-
gions with the highest concentration of agriculture are, as it would be expected, 
situated in the less developed Romania and Bulgaria (all planning regions of the 
countries), and 11 regions in Poland and one region in Hungary. There are 24 re-
gions where the percentage share of the agricultural employment is over 20 per cent 
(as against the average of 4.5 per cent for the EU as a whole). 

Figure 6 

Regions with the highest employment in agriculture, industry and services 

 

 
Source: Regions. Statistical yearbook, 2003. Designed by the author. 

 31



2 Two factors determining regional competitiveness 

Regional diversity in the European Union will increase sharply with the forthcom-
ing enlargement, as will the competitiveness challenge. The present EU regions are 
already characterized by substantial income, employment and productivity dispari-
ties reflecting differing resource endowments and innovation performance. Despite 
the fact that there are competitive and uncompetitive firms in every region, there are 
common features that affect the competitiveness of all firms located there. These 
features include physical and social infrastructure, the skills of the work force, an 
institutional framework and culture conducting to innovation and the efficiency of 
public institutions (especially managerial capacity) at the regional level.  

The lack of competitiveness of CEE economies reflects the long period before 
transition when they were protected from market forces. State planning led to a dis-
torted allocation of resources and insufficient investment into sectors with the high-
est return in the long-term, and key aspects of competitiveness were often neglected. 

This chapter examines two important factors determining regional compe-
titiveness in Central and Eastern European countries. Differences in R&D and ad-
ministrative capacity are widely recognized as contributing to variations in regional 
competitiveness.  

 
2.1 Research and technological development 

During the previous regime, research and technological development was given 
high political priority, particularly in scientific areas and certain special industrial 
sectors. Consumer goods sectors and social sciences, however, were generally ne-
glected. During the transition R&D has diminished significantly because of low 
state funding and the reduction of the staff. 

 In Hungary R&D expenditures as a percentage of GDP were 2.70 per cent in 
1987, 0.75 per cent in 1995, and 0.94 per cent in 2002. The number of personnel 
employed in R&D also shows a steep decline and the Hungarian figures are rather 
low in the international comparison. While in 1987 every 13th person with higher 
education was employed in the R&D sector, in 2001 this figure was 26, so the ratio 
decreased by half.  
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The bulk of research and technological development is carried out in pub-
licly-financed research institutes, which are highly concentrated in Budapest. 
Around 60 per cent of all employees in R&D institutions work in the capital and its 
surroundings (13 128 scientists and engineers). Only 18 of Hungary’s 63 R&D -
institutes are located in non-metropolitan areas. Concerning corporate research and 
development units, 108 of 183 operate in Budapest. Many large regional centres 
such as Pécs, Szeged, Győr, Debrecen and Miskolc have run higher education insti-
tutions with research activities or other research institutions. These five cities ac-
count for another approximately 20–25 per cent of all employees in R&D. Public 
R&D expenditure is almost insignificant in small and medium-sized towns. Only 
the Central Hungary (including Budapest) is over the average of 0.94 per cent. The 
rest of the country carries out very little R&D activity (Figure 7).  

Assessing innovation performance through the measurement of R&D expen-
diture and personnel implies that expenditure automatically leads to a new commer-
cial product. Although this statement is not always true. During the communist re-
gime, Hungary typically had high expenditures and high numbers of employees in 
R&D but produced few marketable products. Alternative indicators such as business 
expenditure on R&D (BERD) are more appropriate. Measuring BERD slightly al-
ters the picture of Hungarian regions in terms of R&D activities. The preponderance 
of the central region is even more striking in business-related research. Budapest 
and its surrounding county absorb around 80 per cent of expenditure and employ 
three-quarters of business R&D personnel in Hungary. The South Great Plain (the 
country’s second-ranking scientific centre) primarily operates research institutes in 
the public sector, while West Transdanubia, which has considerable business re-
search capacity, lacks university research centres. Research capacity in both sectors 
is rather weak in South Transdanubia and the North-east. 

Research and development expenditures in the Czech Republic have been in-
creasing moderately since 1995. In 2001 internal expenditures on research and de-
velopment in the Czech Republic accounted for 1.33 per cent of GDP. The largest 
shares of expenditures on science and research in their regional GDP were posted by 
planning regions of Prague and Central Bohemia (Figure 8). The largest portion of 
the expended funds goes to the area of industrial productivity and technology (44 
per cent of the total internal expenditures) and to the area of general research at uni-
versities (12 per cent). 
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Figure 7 

Gross R&D expenditure as a percentage of GDP in Hungary, 2001 

 
Notes: CH–Central Hungary; BP–Budapest; CT–Central Transdanubia; WT–West Transdanubia; 

ST–South Transdanubia; NGP–North Great Plain; SGP–South Great Plain; NH–North 
Hungary. 

Source: National statistical yearbook. 
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Figure 8  

Expenditures on R&D as a percentage of GDP  
by regions in the Czech Republic, 2001 

 
Notes: P – Prague; CB – Central Bohemia; SW – South-West; NW – North-West; NE–North-East; 

SE - South-East; CM – Central Moravia; MS– Moravia-Silesia. 

Source: National statistical yearbook. 
 
 

2.2 Competitiveness of regional policies  

At the beginning of the transformation period the emerging democracies cared little 
about the goals, tools and institutional system of regional policy. The same applies 
to Hungary. Yet, the paradigm shift first began in Hungary. This is proved by the 
1998 European Commission report stating that Hungary seems the most prepared in 
regional policy. In general, this document was rather negative on the structural and 
cohesion policies of the Central and Eastern European countries, stating that 
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– the tools of regional policy are non-existent or very weak; 
– the institutional system is under-developed; sectoral co-ordination in the co-

financing of regional development projects is weak; the development tools of 
the local governments are poor and lacking in expertise; 

– the budget sector needs radical restructuring: the central funds are difficult to 
mobilise in the co-financing of structural programmes; the amount of co-
financing resources is unclear; the efficiency of the utilisation of the re-
sources is not guaranteed; and there is no EU-compatible monitoring. 

 
The Commission declared that the addressing of these deficiencies comprised the 

tasks before accession to the Union. In most countries significant efforts were to be 
made to address these tasks, while Hungary was an exception (Table 8). 

Table 8 
The European Commission’s recommendations for  

the accession countries on regional policy 

Task Bulgaria Czech 
Republic Hungary Poland Romania Slovakia 

Legal regulation X X  X X X 
The establishment of institu-

tions X X  X X X 
To strengthen co-ordination 

among existing institutions X X X X X X 
To ensure financial resources 

for regional development X X X X X X 
Co-ordination of resources X X X X X X 
Control X X  X X X 
Regional statistics X X  X X X 

Source: Enlarging the European Union. Accession Partnership. Edited by the author on the basis of 
the document. 

 
The above brief survey indicates that in almost all of the countries important 

changes have taken place, partly for internal political reasons but mainly as a re-
sponse to warning propositions from the European Union; part of the designated 
tasks, at least formally, were completed by the accession countries. 

Regional development acts were passed in Romania in 1998, and in Bulgaria in 
1999; in the Czech Republic in 1998, Slovakia and Poland do not yet have regional 
development acts. Those acts that have been passed established the frameworks of 
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the system of goals, resources and institutions of regional policy, mostly adopting 
the principles of the EU’s structural policy. The Hungarian regional development 
act differs from those of the above three countries, both in size and content. It con-
tains more detailed regulation in a larger volume, in more logical structure and a 
wider thematic scope, defining the directions of territorial development, the central 
and local tasks of assistance, and the requirements of regional decentralisation. The 
Hungarian ruling was more lenient, however, in the establishment of the new terri-
torial structures. While all of the other acts defined the NUTS II units of structural 
policy, in Hungary the act was amended to mark out the planning and statistical 
regions only after long debates. In the other important topic of legal regulation, the 
institutional background of the development strategy, the general state of affairs is 
less favourable. Only the Hungarian parliament has passed a regional development 
concept, none of the other countries has a document, programme or concept to 
shape the spatial structure of the country. The lack of these relevant documents seri-
ously hinders the work of the regional development institutions. It has to be noted 
here that over the past year Hungarian political decision makers have seemed to 
ignore parliament resolution 35/1998 (III. 20.): the designation of the directions of 
development show a great extent of spontaneity and a dominant rural orientation. 

A regional planning and statistical system has been established in all of the 
countries. In Poland and Bulgaria, the measures towards EU-compatibility were 
accompanied by administrative reforms. In Poland, some regional political goals 
were declared in the 1998 act of administrative reform: regional economic policy 
and the preparation and implementation of development programmes play a crucial 
role among the tasks of the 16 new voivodships, at the middle territorial level. With 
the elimination of the previous, smaller voivodships, some of which were re-divided 
among the new administrative units, the NUTS III system remained without admin-
istrative basis. In Bulgaria, the reform of the territorial administration followed the 
opposite logic. The larger units, the nine “oblasts”, were decomposed into 28 
smaller units, which now serve as NUTS III units, and six macro-regions were es-
tablished. In Slovakia, 8 counties comprise the NUTS III level as deconcentrated 
administrative units, while the country was divided into four NUTS II regions. In 
the Czech Republic, where the regions ordained in the constitution have not been 
established to this date, 14 non-administrative counties comprise the NUTS III 
level, and 8 macro-regions give the NUTS II units. In Slovenia, owing to its small 
size, the designation of planning units is rather difficult; the regional development 
act opted for the institutionalisation of the NUTS III level. In the countries of this 
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survey, with the only exception of Hungary, the capitals with their agglomeration 
appear independently among the NUTS II units. Considering the dominant territo-
rial level of European regional policy, the NUTS II units, Central and Eastern 
Europe shows formally the same picture as the European Union (Table 9). 

 

Table 9 
NUTS units in Central and Eastern Europe 

Number of NUTS units NUTS II units 
Country 

NUTS I NUTS II NUTS III Average size, 
’000 km2 

Population,  
’000 

Bulgaria 3 6 28 18.5 1,407 
Czech Republic – 8 14 9.9 1,290 
Hungary – 7 20 13.3 1,463 
Poland – 16 49* 19.5 2,411 
Romania – 8 42 29.8 2,851 
Slovakia – 4 8 12.2 1,319 
EUR15 75 206 1,031 15.3 1,830 

Source: Statistical Regions for the Central European Countries. The author’s calculations on the 
basis of the document.  

Note: * The former voivodships. 

 
All countries, except for Slovakia, have established agencies and development 

organisations in the planning and statistical macro-regions. These units, however, 
are small in size, and their scope of tasks is limited to the preparation of pro-
grammes. With the exception of two Romanian regions, the headquarters of these 
development organisations were all located in the largest city of the region, the re-
gional centre. The conflicts inside the regional elite could not been resolved only in 
one Polish region, Kujawskopomorske: the institutions of the central administration 
and of the regional government were located in two different cities: in Bydgoszcz, 
with 370 thousand inhabitants, and in Toruń, with 200 thousand. Only in Hungary, 
of all countries, it has not been realised et that a very important element of regional 
organisation and of decentralisation is the large city capability of organising and 
exploiting cumulative effects. Those countries in the European Union that have un-
favourable town systems, like Ireland, Portugal and Greece, make serious efforts to 
establish their regional growth centres; Hungary, on the other hand, does not even 
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exploit the potential advantage of having four marked regional centres besides the 
capital. 

 
There is no unified organisational model for the central administration of the na-

tional regional policy in Central and Eastern Europe. In all countries except for Po-
land and Slovakia, the national regional development councils have been estab-
lished and operate as inter-ministerial committees. In Romania, the council is 
chaired by the Prime Minister, in Bulgaria the position is held by the deputy minis-
ter of the Ministry of Regional Development and Public Works. The national re-
gional development agency in Romania employs 120 people. Its task is to manage 
the regional development policy of the country and to co-ordinate the operation of 
the eight regional development agencies. In the Czech Republic, the National Pro-
gramme and Monitoring Board for Economic and Social Cohesion carries out the 
tasks of the inter-ministerial co-ordination of regional development, the preparation 
of the programming documents required for the utilisation of structural funds, and 
the co-ordination of the sectoral and regional operating programmes. The board is 
headed by the minister of regional development. The central administration of the 
regional development policy, partly as a new task, was assigned to other already 
existing ministries. In Poland, the Ministry for Regional Policy was established in 
2,000. In Bulgaria, although regional development is included in the name of the 
relevant ministry, physical planning has stronger traditional bases. The Czech Re-
public is the other Central and Eastern European accession country that operates a 
separate ministry for regional development. The qualification of the 370-strong 
body, however, does not yet meet the standards of the European Union. Considering 
all the above facts, it is unfortunate that in Hungary the Ministry for the Environ-
ment and Regional Development, whose work was appreciated in the first country 
report, was, for party political reasons, abolished. It is obvious that the agricultural 
and rural policies belong together; regional policy, however, comprises of a much 
wider range of tasks than only rural developments. It is difficult to understand, 
therefore, why Hungary abandoned the model of a unified regional political admini-
stration, thus eroding its competitive edge in structural policy and providing ground 
for future criticism. 

In the national regional policy the designation of eligible areas plays an impor-
tant role. The nature and expansion of these areas have an effect on what tools have 
to be used in their case. They can be marked out by different methods and consider-
ing different territorial units. Hungary has a complex system approved of by the 
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parliament, using the European Union’s categories for eligible areas: backward ar-
eas, areas of industrial depression, rural areas and areas with high unemployment. 
Bulgaria has a similarly elaborated system. However, in this latter country 17.5 per 
cent of the population lives in problematic areas, while in Hungary this figure is at 
33.5 per cent. Czech Republic, on the basis of a few indicators (rate of industrial 
employment, entrepreneurial rate, unemployment rate, population density, local 
government tax incomes, average salary, rate of agricultural employment) recog-
nised 8 districts as structural crisis areas and 10 districts as areas of weak economy, 
comprising 21.8 per cent of the country’s population. In Poland and Slovakia no 
eligible areas have been marked out. In Romania, the regional development act as-
signed the designation of eligible areas in the authority of the county councils, but 
in 1999 the parliament passed an urgency resolution on the areas with unfavourable 
endowments. The 24 most backward small areas comprise 1.9 million inhabitants, 
or 8.4 per cent of the total population. Two thirds of the backward areas are found in 
Muntenia and Moldavia (Ianoş, 2000). 

However, the above favourable steps in regional policy can also be regarded as 
merely formal improvements, as pointed out by the 1999 country reports of the 
European Commission (Regular report from the Commission on progress towards 
accession). Neither were there significant changes in the findings of the report in 
2,000, a year later. The Commission raised the following complaints in the individ-
ual cases: 

Bulgaria 
– The relationship between the administrative counties (NUTS III units) and 

the planning and statistical regions is not defined; 
– Inter-ministerial co-ordination is weak, the administrative capacities required 

for the administration of regional development are insufficient; 
– Regional development is assigned very limited resources from the central 

budget, there is no separate budget allocation, and the conditions of co-
financing over several years have not been established. 

Czech Republic 
– The regional development councils have a limited scope of operation; 
– There are no regional development experts with proper education; 
– The financing of regional developments is not ensured. 
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Poland 
– The country has no regional development act; 
– The country’s regional political strategy has not been prepared; 
– The act on national finances regulates the principles of central support to 

programmes that comprise several years, but it does not include allocations 
for regional developments; 

– Regional development has no central responsible body; the administrative 
organisations of structural policy have not been established in the regions. 

Hungary 
– Despite accurate preparations, little headway was made in the operation of 

the institutions for the reception of Structural Funds; 
– The operation of some of the county and regional level regional development 

councils is not undisturbed; the establishment of 8 to 10-strong regional de-
velopment agencies does not indicate significant capacity improvement in re-
gional administration; 

– The financing of regional development should be revised. In financing, the 
division of tasks among the ministries should be made clear; a co-ordinating 
mechanism should be established between the different sectoral resources. In 
the lack of co-ordination, and because of the poor quality of staff and poor fi-
nancial resources, the preparation of development plans is often stalled. 

Romania 
– The institutional system does not function yet, the development programmes 

have not been prepared; 
– The financing systems of regional development are not worked out; 
– The principles of the operation of the regional development councils are un-

clear, the scope of their operation is very narrow; 
– The administrative capacities of regional development are very weak. 

Slovakia 
– Neither the legal nor the institutional bases of regional development have 

been established; 
– The country must start addressing the deficiencies urgently. 
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This brief summary indicates the urgent tasks that the individual countries must 
carry out during the accession partnership period. General deficiencies are the in-
adequate regional development resources, the lack of financial bases for the imple-
mentation of programmes comprising several years, and the poor co-ordination of 
resources and institutions. It is to be noted that the last report on Hungary no longer 
appreciates the work of the National Regional Development Council, presumably 
because of unfavourable experiences in its operation. In spite of all these, and con-
sidering factors not examined in the country reports, it can be stated that Hungary 
enjoys the most favourable position among the accession countries in the reception 
of the structural and cohesion funds; in this field Hungary’s competitiveness is good 
(Table 10). 

Table 10 

The performance of Central and Eastern European accession countries  
in establishing the conditions for cohesion and structural policies 

Structural and cohesion task Bulgaria Czech 
Republic Hungary Poland Romania Slovakia

The legal background of develop-
ment and programming 3 2 4 1 3 1 

Institutionalisation of inter-
ministerial co-ordination 2 3 3 1 4 1 

The organisation of central ad-
ministration 3 4 2 1 3 1 

The NUTS II system 2 2 3 4 3 2 
The NUTS III system 3 2 4 1 4 2 
The administrative capacities of 

NUTS II 1 1 2 4 2 1 
The administrative capacities of 

NUTS III 3 2 4 1 4 2 
Harmony between central admini-

stration and the NUTS II level 2 2 2 4 2 1 
Harmony between central admini-

stration and the NUTS III level 3 1 4 1 4 3 
Designation of eligible areas 3 2 4 2 2 2 
Regulation of regional develop-

ment in the central budget 2 2 3 2 2 1 
Co-ordination of resources 2 2 2 2 2 1 
Notes: 1 – Cannot be evaluated; 2 – Poor; 3 – Good; 4 – Outstanding. 
Source: Compiled by the author. 
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Although the evaluation was based on subjective judgement, Table 9 indicates 
that among the most mature countries for accession (Hungary, Poland, the Czech 
Republic and Slovenia) Hungary’s performance in regional policy is the best. The 
results of Slovenia, not analysed here, are similar. The performance of Poland is 
remarkably poor, while that of second-round Romania is relatively good. This 
evaluation, however, was based on primarily formal elements, only in certain cases 
considering precise factors of content and quality. In the future, however, evaluating 
analyses of the European Union will consider the operating experiences and results 
of the resource and institutional system of regional policy. The preparation of com-
prehensive development plans has to be considered as a milestone. The judgement 
of the European Commission will be based upon how the community support utili-
sation plan will have been prepared, what it will contain, and what principles it will 
define. 
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Conclusions 

Since the early stages of the transition, Central and Eastern European regional poli-
cies have gained strength, although they are still constrained by limited resources 
and institutional problems. The EU has not only provided financial and technical 
assistance to introduce the necessary legislation and improve policy design in all 
spheres of the economy but has also contributed to changes in the territorial organi-
sation of  the countries. New actors  for territorial policy are now emerging, and 
new regional institutions have been given responsibilities for policy implementa-
tion. The gradual introduction of the Structural Funds-like system has increased the 
participation of lower tiers  of government, notably through the partnership mecha-
nisms, and has extended their consultative functions. 

However, the new regional policy structure has led to a deconcentration of gov-
ernment administration rather than to a truly strengthened decentralisation, and has 
often complicated rather than purified the institutional system. Furthermore, local 
governments are strongly dependent on central governments. In consequence of this 
weaknesses, the intermediate level (regions) should be given extended competencies 
and sufficient taxation authority. A philosophy of flexible horizontal co-operation in 
associations, pacts and partnerships should be promoted to establish functional re-
gions  for different public services. Financial and other incentives should be created 
by raising the share of taxes that remain at local level. 

Compatibility with EU Structural Funds regulations and procedures is now un-
derstandably one of the main tasks of Central and Eastern European regional poli-
cies given the perspective  of Structural Funds at the time of accession. Fast pro-
gress will probably accelerate accession. It should however be borne in mind that 
these regulations have been evolving and could change. What is crucial here is 
rather the present learning process and the capacity to develop flexible policy re-
sponses. Moreover, compliance with regulations does not suffice to ensure policy 
efficiency. Other factors such as the quality of partnerships, the ability to make the 
best use of available funds, selection of targets, project monitoring and professional-
ism are critical. 

The new acceding and accession countries are small or medium-sized states of 
Europe. Their regional inequalities are rooted in their belated industrial develop-
ment and in the delay their urbanisation processes suffered compared to Western 
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Europe. Their forty years of planned economy could not significantly reduce either 
their deficiencies in economic potential, or the reasons underlying their territorial 
inequalities. At the expense of considerable social costs, the economic and social 
inequalities among the regions were somewhat reduced during the two decades of 
socialist regimes. In the early 80s, it became clear that this process did not guarantee 
sustainable development. Policies based on the same ideological rudiments, how-
ever, went together with different practices in the countries. The pragmatism of 
Hungarian regional development, also thanks to intensive co-operation with West-
ern European professional circles, applied a number of arrangements for develop-
ment not permitted elsewhere in Eastern Europe. The fact that these attempts had 
only partial results is explained by the prevailing political system, which worked 
heavily against economic reforms. To some extent, post-communist regional devel-
opment in Hungary could rely on nearly two decades of antecedents. As a conse-
quence, well-coordinated professional planning commenced in Hungary as early as 
at the very beginning of the 1990s, even before Hungary signed the agreement to 
become a candidate country, with a view to design an up-to-date system for regional 
policy.  

Almost all elements of the system of objectives, tools and institutions of regional 
development struck root in Hungary for the first time in Eastern Europe. Bulgaria, 
where in the socialist period the territorial location of economic production fol-
lowed the Soviet model, undertook to introduce certain elements of the modern 
European regional policy only later. In these changes, the conditions required by the 
European Commission were more motivating than internal economic and social 
needs. 

Despite the numerous similarities in the changes that have taken place in the ter-
ritorial structures of the countries, the differences in the responses individual coun-
tries gave to the challenges of regional development and the varied results of their 
development efforts demonstrate that the “Eastern European Bloc” is at least as het-
erogeneous as the European Union. This is a fact which the structural policy re-
forms of the Union have to take into account. 

Today it is not public administrative reasons or accession to the EU that compel 
the countries to make progress in regionalisation. There is more at stake: the growth 
of the Central and Eastern European economy, the modernisation of the countries, 
and their future positions in the European territorial division of labour. The Central 
and Eastern European administration has been incapable of a paradigm shift during 
the 20th century; neither the central nor the territorial organs were interested in shar-
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ing power with other actors, and the various decentralisation schemes, in an attempt 
to pretend reforms, did nothing but minor adjustments in the level of redistribution. 
The emergence of a modern and competitive territorial economic structure is only 
possible within a new framework. Based on strong, central cities and assigned with 
political power, proper institutions and financial autonomy, the region can be the 
basis of this territorial framework. 

The analysis of the effective acts and regulations on the building of regions has 
revealed that the intentions of the legislative power and of the government regarding 
the future of the regions are not clear. Owing to ambiguous legal regulation and the 
lack of clear-cut concepts, the regions are the weakest element of regional develop-
ment policy. As soon as a definite political stance is taken regarding the regions, the 
significant reform of the legal regulation of the regional level will be inevitable. 
First, the number of regions and their geographical borders have to be defined 
within the institutional system of regional development. After this, the regions 
should be assigned with scope of authority and resources, in a process of the parallel 
decentralisation of government. Underlying this is the fact that the building of re-
gions only helps the emergence of an effective regional policy if it is done through 
decentralisation and not to the expense of the tools of the county and settlement 
levels. Empirical studies have shown that it is the sectoral ministries that exert the 
strongest resistance towards the decentralised model of region building; therefore, 
the government has to act in a very determined and disciplined manner.  

Empirical surveys carried out among the actors involved in the operation of the 
regional development institution system show that, apart from the problems ensuing 
from insufficient legal regulation, a number of other difficulties have to be faced in 
the endeavour to build regions. Although most actors support the efforts of region-
alisation in principle, they show no interest or determination in the problematic is-
sues of the present geographical borders and the potential centres of the regions; 
their territorial links are limited for a narrower area. Nevertheless, it has to be ac-
cepted that on the basis of the opinions of the actors, it is impossible to define more 
consensual region borders than the present ones. In the present phase of region 
building, therefore, the process should be encouraged within the present region bor-
ders; it will be reasonable, however, to review the issue of borders before the re-
gions are to be institutionalised. By that time, enough experience will be gathered 
and research carried out to make these long-term decisions more substantiated. The 
actors of regional development tend to find it difficult to place their interests in a 
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regional context and to determine the optimal development objectives for the differ-
ent territorial categories. 

The future of  spatial structure of Central and Eastern Europe is basically de-
pendent on the quality of the decentralisation strategy, which this countries will fol-
low in the utilisation of new resources after the accession to the European Union. A 
proper decentralisation seems to offer the most efficient solution for this European 
macro-region. Strong regions will be required in Central and Eastern Europe be-
cause the practice of the European Union unquestionable proved that the sub-
national level with about 1.5–2.0 million population, administered on the basis of 
local government principles, based on the economic capacities and structural fea-
tures is: 

– The most optimal spatial framework for the enforcement of the economic de-
velopment oriented regional development policy; 

– The adequate field of the functioning of post-industrial spatial organising 
forces and their relationships; 

– The important action space of interest enforcement; 
– The most ideal spatial unit for the establishment of the modern infrastructure 

and professional organisational-executive apparatus of regional policy; 
– A dominant element of the regional and cohesion decision-making system of 

the European Union. 
 
The decentralised state organisational system can emerge through organic devel-

opment and complex legal regulation. The principles creating the necessary precon-
ditions are to be included in the constitution. These are the following: 

– The state considers in the course of its development activities and economic 
policy the inter-relationships and correlation between the territorial features 
and the spatial elements, insures the necessary preconditions of fulfilling 
elementary social functions; 

– The state enforcing the principle of social equity and justice contributes with 
its own means to the moderation of objective territorial inequalities in the liv-
ing standards; 

– The active regional policy of the state promotes the territorial decentralisation 
of economic activities and functions; 
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– The state shears its regional development tasks and tools with the local and 
territorial governments and other concerned actors and delegates to the co-
ordination responsibilities and development resources to the territorial deci-
sion-makers. 

 
Today, regionalisation in Central and Eastern Europe is inevitable not because of 

administrative system or accession to the EU. What is at stake is rather the growth 
of the economy, the modernization of the countries, and the future positions regions 
can take in the European territorial division of labour. The states of this parts of 
Europe state were incapable to bring a paradigm shift throughout the 20th century; 
neither the central nor the territorial authorities were interested in sharing power. 
Thus, instead of real reforms, the various concepts for decentralization achieved no 
more than insignificant modifications in the extent of redistribution. The attitude is 
the same in the latest plans. Albeit it is impossible to join the current trends of the 
European economy with present structure of labour division, just as all attempts 
failed in the last century. The emergence of a modern territorial economic structure 
can only be conceived within a completely new framework. This territorial frame 
can only be the region, organized around strong metropolitan centres, assigned 
with political power, having its own institutions and financial autonomy.  

The changes during the previous years imply that the space of regional policy at 
the very beginning of the new millennium – besides the self determining rules of 
economic development – will be determined by two marking factors: first by the 
organisational, functional and financing reforms of the European Union and its east-
ern enlargements and second – due to a high extent of the previous factor – by the 
new share of power within the national state, the decentralisation. 

The reforms within the European Union shall receive special attention, since – as 
we have seen – regions were granted in the course of the process of strengthening 
European cohesion significantly higher subsidies from the structural and cohesion 
funds of the integration, than from national resources.The final outcomes of the ca. 
250 billion Euros of community subsidies granted for regional development are not 
very promising, since the cohesion analyses report a very slow decrease of regional 
inequalities. One of the reasons of the weak implementation of efficiency require-
ments is to be detected in the scattered character of subsidies. The determinative 
direction of the reforms being prepared is not accidentally the improvement of con-
centrated utilisation of the resources. In the course of the designation of eligible 
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regions the indigence must be defined by strict criterion and the proportion of eligi-
ble population must be restricted to one third of the total number of population 
within the Community. The investment practice is to be reconsidered, since the mul-
tiplication effects of the investments did not reach the desirable level and – due to 
different reasons – the absorption ability of the regions did not develop in accor-
dance with the original expectations. The consistent enforcement of the principle of 
additionality – the local, regional and national contribution – seems to be the only 
feasible way. The second key issue is the enforcement of the co-operation between 
the actors of regional development, the partnership, yet, taking the principle of sub-
sidiarity into account. Within the system of subsistence and incentives of the Euro-
pean Union, the “ex-ante” evaluation of “cost-benefit” effects are attached signifi-
cant importance which could – depending on the possessed knowledge on the func-
tioning of regional economy and not exclusively on the solid capital – launch a new 
process of differentiation between European regions. 

Decentralisation – as the trends of the previous years clearly indicate – is a gen-
eral phenomenon in Europe. In 1950 one quarter, by the middle of the 90’s 60% of 
the continent’s population lived in federalised or regionalised states. By the end of 
the of the new millennium’s first decade – leaving the succession states of the for-
mer Soviet Union out of consideration – more than three third of Europe’s popula-
tion will live in countries, where instead of the state the sub-national level will have 
determining role in influencing economic growth. This quantitative change – ac-
cording to our present knowledge – will result from the establishment of the new 
regional public administration in two countries with high density, the United King-
dom and Poland. 

In the future a principal interest of the national state will be, in order to maintain 
its influence over the economic policy management, to counteract the impacts of 
external – globalisation and integration – pressure by increasing the decision-
making potential within the state borders and the improvement of the regions’ regu-
lated interest enforcement ability. The traditional regional economic development 
practice of the Keynesian economic policy cannot any more be applied successfully 
in the new paradigm, the state regional policy may be replaced by the regions’ own 
policies. Yet, the change of paradigm will not be an automatic process, the interests 
of the diversely developed regions in institutionalising regionalism show significant 
differences. The most indigent regions still expect their rise from external – national 
and international – assistance and therefore their motivations are rather bound with 
the traditional subsidy systems, than with the wider autonomy to be achieved in the 
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“Europe of the Regions”. The engaged followers of regional decentralisation are 
mostly from among the developed regions, which will be without doubt the benefi-
ciary of the single market, and economic and monetary union.  

Yet, regionalism must face several serious challenges before its general evolu-
tion. National governments still have a significant regulating role in shaping the 
relationships between the regions and the European Commission. Europe’s least 
advanced regions can enforce their interests rather poorly in the integration deci-
sions, since exactly the least affluent states have anyway less representatives within 
the Union’s bodies. Also, the competition policy of the Union strengthens the cen-
tralisation effects. The common regional policy is not able to balance the inequali-
ties deriving from the competitive abilities.  

Parallel with the irreversible deepening of the European integration the national 
governments maintained their key positions at least in three policy areas. The first 
determining national state task is the regulation of the administration of corporate 
capitalism. Industrial development in the future is impossible without efficient na-
tional monetary systems, since the domestic markets and regulation environment 
will serve as the most stable starting point for corporate strategies. The second im-
portant central governmental task remains the co-ordination of national innovation 
and technology development programmes. Finally, the third national tier priority 
includes the tasks on labour market and industry policy. Yet, the success of the two 
later national functions highly depends on the efficiency of the sub-national public 
administration in solving partial tasks. Therefore, regionalisation is one of the pre-
conditions of the national state’s successful functioning since no macro-political 
task can be implemented without mature human resources, education, training and 
business development as no balanced competition can be imagined without the co-
operation of the social partners either. The implementation of these tasks is the most 
optimal in the regional tier. 
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