
 

 

 

 

 

 

 

Integrated Regional Development 

/Theoretical Textbook/ 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



 2 

 

Integrated Regional Development 

/Theoretical Textbook/ 
 

 

 
 

Written by: 

Béla Baranyi 

University of Debrecen Faculty of Agricultural and Food Sciences and Environmental 

Management 

 

 

Edited by: 

Béla Baranyi 

 

 

Reviewed by:  

Gábor Zongor 

Hungarian Association of Settlement Local Governments 

 

 

Translated by: 

Krisztina Kormosné Koch 

 

 

 

 

 

 

                       

 

 

                                  

 

 

 

 

 

 

 

University of Debrecen, Centre for Agricultural and Applied Economic Sciences • 

Debrecen, 2013 
© Béla Baranyi, 2013 

 

 

University of Debrecen 

Faculty of Applied 

Economics and Rural 

Development 

University of Pannonia 

Faculty of Georgikon 



 3 

 

Manuscript finished: June 15, 2013 

 
 

 

 

 

 

 

 

 

 

 

ISBN ISBN 978-615-5183-85-0 

 

UNIVERSITY OF DEBRECEN CENTRE FOR AGRICULTURAL AND APPLIED 

ECONOMIC SCIENCES 

 

 

 

 

 

 

 

 

 

 

This publication is supported by the project numbered TÁMOP-4.1.2.A/1-11/1-2011-0029. 



 4 

TABLE OF CONTENT 

 
Introduction .............................................................................................................................. 6 

 

1. The Objective, Content and Methodology of Regional Development ............................. 8 
1.1. Integrated Regional Development ................................................................................... 8 
1.2. Regional Sciences ......................................................................................................... 10 
1.3. Integrated Regional Development and Related Definitions .......................................... 15 

1.4. Control Questions .......................................................................................................... 17 
1.5. Competence Developing Questions .............................................................................. 17 

 

2. Content of Regional Policy ................................................................................................ 19 
2.1. System of Relations between Regional Development and the Strategic Approach of 

Regional Policy .................................................................................................................... 19 
2.2. Region Forming Factors – Self-regionalization, Regionalization, Regionalism .......... 22 

2.3. Control Questions .......................................................................................................... 25 

2.4. Competence Developing Questions .............................................................................. 25 

 

3. Regionalization and Regionalism in the European Union and Hungary ...................... 27 
3.1. The Short Summary of the Evolution of the European Union ...................................... 27 

3.2. Objectives and Principles of Regional (Structural) Policy in the European Union ...... 28 
3.4. The Regional Aid Policy of the European Union .......................................................... 33 

3.4.1. The Conception and Development of the Regional Aid Policy ....................................................... 33 

3.4.2. Comprehensive Objectives and Funds for Financing the Structural Policy ..................................... 36 

3.4.3. Transformation of Structural and Cohesion Policies – Agenda 2000 .............................................. 40 

3.5. Changes in EU Subsidy Policy in the Period of 2007-2013 ......................................... 44 
3.6. EU Policy for Agriculture and Rural Development ...................................................... 49 
3.7. Main Points of Regional Policy in Hungary ................................................................. 51 

3.8. Control Questions .......................................................................................................... 54 

3.9. Competence Developing Questions .............................................................................. 55 

 

4. Barca Report – Paradigm-shift in the Cohesion Policy of the European Union .......... 56 
4.1. The Aim and Content of Barca Report .......................................................................... 56 
4.2. Ten pillars of the Barca-report ...................................................................................... 58 
4.3. Control Questions .......................................................................................................... 61 

4.4. Competence Developing Questions .............................................................................. 62 

 

5. Less-favoured Areas in Hungary ...................................................................................... 63 
5.1. Territorial Politics in Regional Dimensions .................................................................. 63 
5.2. Regions’ State of Development, Regional Differences ................................................ 70 

5.3. Characteristics of Disadvantaged, Peripheral Areas ..................................................... 76 
5.4. Control Questions .......................................................................................................... 80 
5.5. Competence Developing Questions .............................................................................. 80 

 

6. Local Economic Development from Aspects of Regional Development ........................ 81 
6.1. The Content of Regional Development and the Integrated Regional Development ..... 81 
6.2. Local Levels of Regional Development – Small Regions, Settlements ........................ 84 
6.3. The Means and Ends of Local Economic Development ............................................... 88 

6.4. Local Economic Development in the Practice of the European Union ......................... 96 



 5 

6.5. Contact Points between the Local Economic Development in the Regional Operative 

Programmes of National Development Plans ...................................................................... 98 
6.6. The Regional Development Operative programme of the Northern Great Plain Region

 ............................................................................................................................................ 102 
6.6.1 The Target System of the Strategic Programme ............................................................................. 106 

6.6.2. Tourism Development Strategy for the Northern Great Plain Region ........................................... 110 

6.7. Control Questions ........................................................................................................ 112 
6.8. Competence Developing Questions ............................................................................ 112 

 

7. Centre–periphery Relational System; the Theory of Polarization .............................. 113 
7.1. Preliminaries to the Evolution of the Entre-periphery Relational System .................. 113 

7.1.1. The New Division of Labour in Europe ......................................................................................... 113 

7.1.2. The Centre-periphery System of Relations within the National Framework ................................. 115 

7.1.3. The Characteristics and Consequences of Historical Development in the 20th Century ............... 117 

7.2. Peripheries in Hungary ................................................................................................ 120 
7.2.1. Internal Peripheries ........................................................................................................................ 120 

7.2.2. The Development of Peripheries in the Great Hungarian Plain ..................................................... 121 

7.2.3. External Peripheries – Existence at the Border and the Peripheral Situation ................................. 124 

7.3 Expected Trends in Making the Disadvantaged Regions Close Up ............................. 126 
7.4. Polarisation Theories ................................................................................................... 129 
7.5. Control Questions ........................................................................................................ 131 

7.6. Competence Developing Questions ............................................................................ 131 

 

8. Hungary and Regional Competitiveness ................................................................. 132 
8.1. The Major Factors of Regional Competitiveness ........................................................ 132 
8.2. The Concept of Regional Competitiveness and its Characteristics ............................. 135 

8.3. The Pyramid Model of Regional Competitiveness ..................................................... 139 
8.4. Innovation Development and Regional Competitiveness in Hungary ........................ 140 
8.5. Innovation potential in the Northern Great Plain region ............................................. 148 

8.6. Control Questions ........................................................................................................ 156 

8.7. Competence Developing Questions ............................................................................ 156 

 

9. Thesaurus .......................................................................................................................... 157 
 

Reference Literature ............................................................................................................ 171 
 

 
 

 

 

 

 



 6 

Introduction 

 
 

Since Hungary joined the EU (May 1, 2004), the country has become not only an equal 

member of the continuously enlarging European Community but also a direct beneficiary of 

subsidies coming from regional policy. The most important strategic objectives of the latter 

one are the reduction of regional disparity, the moderation of the distinctions in development 

among EU member states, regions and other regional units, making the less developed regions 

fall into line with developed ones considering cohesion, competitiveness, equal opportunity, 

justice and solidarity. It is well known that the EU has been manifesting itself as the “Europe 

of regions” for a long time, and this means that the basic unit of regionalization and regional 

(structural) subsidy system is the region, integrating lower level of territorial units, such as 

counties, micro-regions and settlements; and this conformation provides the most efficient 

allocation of development funds taking the EU principles into account. 

It is also well known, that in order to efficiently implement the EU subsidy policy, the 

formation of Nomenclature of Territorial Statistical Units (NUTS) was necessary, providing 

the basic background for Community level regional policy. Part of this action, even in the 

middle of the 90s, the implementation of planning – statistical regions, as renewable 

economic-development units began also in Hungary. The most important regional 

development level come alive in this way and followed the prescriptions of EUROSTAT is 

the NUTS 2 planning–statistical region numbered up to 7 in Hungary. This level of regions is 

getting a more significant role in the regional development policies of the member states due 

to the methodology based on EU principles and the enlarging EU itself. The time is hopefully 

coming even in Hungary, when regions are getting major administrative roles and becoming 

governmental units. 

Today, it is obvious that in line with EU development policies, reasonable and 

professional based division of labor can and must be applied among different regional policy 

levels. Nowadays, regions and also the micro-regions have the major roles in the meaning of 

development policies, considering EU enlargement, operations of national and regional 

development policies, as well as the getting of the financial assistance. The EU membership is 

providing direct and indirect opportunities for regions and region development through 

cohesion funds, agricultural and rural development programs, regional subsidies and 

development funds even in the future. Among others, there is also a good chance for 

disadvantaged or even multi-disadvantaged, peripheral (e.g. Northern Great Plain, Northern 

Hungary, Southern Great Plain and the Southern Transdanubian) regions to solve their really 

significant regional problems by EU methods such as developing efficient, integrated plans 

and applying for financial assistance. To achieve this responsible regional way of thinking, 

the characteristics of regionalism, regionalization as well as EU and Hungarian national level 

regional (structural) support policies are necessary to introduce and discuss. 

As a result of this, among others, the higher level of common knowledge on EU is 

highlighted, with special emphasis on EU subsidy policy, the rules and relations of regional 

and settlement development. The recognition and application of these are important 

preconditions for all of the global, regional and local development policies, the regional 

planning. Coming from the above, each of the regional development and regional policy 

actors has to continuously study aiming not only at the simplifying of adoption to EU 

membership but also at the development of competences on practical usage of theoretical 

knowledge. The continuous knowledge and information enlargement is essential for 

professionals working on development policies, for Bsc. and Msc. students getting familiar 

with these topics, for others participating in special educational and training programs and the 

SMEs, regions, local governments, the civil organizations and the public itself. 
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In the system of regional development, the clear aims and problems to solve are 

concentrated on four major development areas (economic, political, cultural and ecological 

ones). The unit and conformity of these four priorities ensure possibilities for a high level of 

public, philanthropist regional and local development on a suitable economic level with wide-

range activities of science, culture and sports, in a saved ecology. Each of the four major aims can 

be divided into more objectives. The structure of these major aims and objectives provides the bi-

level (strategic and tactical) hierarchy of objectives that, as a result of its internal correspondences 

and complexity shapes the particularities of the regional, city- or settlement-level networks in 

operation.  

In another, complex view, hierarchy of regional development objectives can be 

understood as the differentiating specialties of integrated regional development. In other words, 

regional development is a very complex activity, where choosing and applying the suitable 

planning method requires the integrated approach, so making the regional development activity 

more efficient. 

The „Integrated regional development” study book can provide help to get acquainted 

with the characteristics of regional development and their application in practice for Msc. 

students interested in regional and rural development. 

 

 

 

     Béla BARANYI, DSc 

head of department, professor 
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1. The Objective, Content and Methodology of Regional Development 

 
 

1.1. Integrated Regional Development 

 

 

 As a result of the latest and significant changes in the content and methodology of the 

theoretical structure of regional development, a more complex approach, the integrated regional 

development is coming alive. This simply means that regional development is based on four 

major development areas, such as the economic one (etc. profitability, low level of 

unemployment, high level of incomes); the political one (etc. democracy, direct lobby for 

interests, efficient autonomy); the cultural one (etc. blooming cultural, sport and science life, 

high quality of education, attractive events, public civilization); and the ecological one (natural 

and cultural heritages and their protection, ecological investments). The unit and conformity of 

these four priorities ensure possibilities for a high level of public, philanthropist regional and local 

development on a suitable economic level with wide-range activities of science, culture and 

sports, in a saved ecology. Each of the four major aims can be divided into more objectives. The 

structure of these major aims and objectives provides the bi-level (strategic and tactical) 

hierarchy of objectives that, as a result of its internal correspondences and complexity shapes the 

particularities of the regional, city- or settlement-level networks in operation (Káposzta, ed. 2010). 

In another, complex view, hierarchy of regional development objectives can be 

understood as the differentiating specialties of integrated regional development. In other words, 

regional development is a very complex activity, where choosing and applying the suitable 

planning method requires the integrated approach, so making the regional development activity 

more efficient. 

As a result of the European integration trends and meeting the requirements for common 

subsidy policies, the national level regional development in Hungary is a more complex 

operation, in other words it follows the theories and practice of integrated regional 

development. Integrated regional development basically means the adaption of EU level regional 

development cooperation for national and regional levels. In the regional development 

cooperation, global and national operational levels can easily be separated (Figure 1.1.).  

National and regional level integrated regional development primarily emerges from the 

concept that the efficiency of regional development depends on the complexity of socio-economic 

processes and extend to the regional balance and harmony of different development factors, 

such as geographical, ecological, economic, infrastructural, social and settlement ones, in the 

frames of regional disciplines. So, the efficient application of integrated regional development 

leans on the coordination of “connecting areas”, the synthesis of sectorial and regional policies. 

Considering integrated regional development, major connecting areas are marked as 

they follow:  

1. Economic-financial environment  

Measurement of goods (regional GDP) produced on the given “area”.  Centralizing 

goods and revenues then redistributing them considering a suitable, regional level 

hierarchy of objectives; balance of centralization – decentralization; possible financial 

means and their limits for application. 

2. Technical-scientific environment and planning case maps 

Regional research works; regional information system; planning approach and its 

hierarchy (plan, program – settlement plans). 

3. “Moral” environment 

Historical traditions; local and regional cultural values; educational system; regional 

acknowledgement and knowledge; regional identity. 
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4. Social environment  

Settlement, regional and civil communities; partnerships relationships and networks.  

5. Natural and man-made environment 

Criteria for sustainability, environmental reasons and results for regional development; 

Nature conservation and its law; environmental protection and its law. 

6. Legal and institutional environment 

Harmony in legal environment; local and regional autonomy; institutional system for 

regional development. 

7. Political environment 

EU institutional system (political, professional); national institutional system (parties, 

parliament, sectoral politics, ministries); “policy-based” institutions. 

8. Strategic pressure 

Plans and communications in good quality; effective application of principles. 

 

 
 

Figure 1.1 Integrated systems for regional development 
Source: European Spatial, 1997. 

 

The list above obviously displays that the successful and efficient regional 

development more or less keeps count of each of the factors in some ways. Leaving out any of 

them makes the prospective regional development concept, action or program unsuccessful.  

The analysis of principles for economic and social development started in a relatively 

long time ago. Considering the regional dimensions inside this topic, there has been only a 

short period of time for scientific studies. In regional dimensions, the theory and methodology 

for regional development, or economics have emerged as the earliest ones, and are still the 

major factors for the way of economic-social development. Regional economics is an 

interdisciplinary study, so the regional level economic development also requires 

interdisciplinary approximation. The development of regional economics (space economics) 

started in the middle of the 20th century. The subject of that is to discover the principles for 

existing economic operations, their spatial differences. That is about the principles of spatial 

economics and the space is not a passive tank but an active element of emergence, an 

influencing and modifying factor of that. The regional economic (spatial economics) earlier 

connected to economic sciences, macro-economics, has been gradually integrating into the 

more huge, regional sciences. This cannot be considered to be economics but rather to be a 

study dealing with the role of space, the common theory of spatial movements and 
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connections. Regional economics, as part of the applied economic sciences also considered to 

be a marginal study between economic and geographic sciences. In regional economic 

development, central topics are the space and the structure of space. That is the reason for 

explaining the relationships in the point of view of geography (Káposzta ed., 2010). 

It can be preliminary stated that regional sciences are such individual inter- (or multi-) 

disciplinary studies that compound of different regional disciplines and sub-disciplines. This 

field primarily focuses on the social space (its elements, relations) in a given spatial 

dimension. Its major research profiles are regional, settlement and rural developments, the 

analysis of regional and interregional socio-economic progresses, the European and national 

spatial trends (Horváth and Rechnitzer, 2000).  

 

1.2. Regional Sciences 

 

 

Regional sciences date back more than 3 decades in Hungary and considered to be relatively 

new disciplines; however, their content development and scientific frameworks compared to 

those in other European countries have gained significant prestige among experts. Recently, 

one of the major Hungarian institutes dealing with integrated regional development and other 

significant regional-level topics in both scientific and practical ways has been the Centre for 

Regional Studies, Hungarian Academy of Sciences (CRS HAS). Till January 1, 2012, just 

after the academic reorganization and so the union of the former CRS HAS, the Research 

Institute of World Economics and the Research Institute of Economics, it has become one part 

of the Centre for Economic and Regional Studies, Hungarian Academy of Sciences, and 

renamed as Institute of Regional Studies. Its significance is expectedly not decreasing in the 

regional development progresses in the future either, and what is more, its present is likely to 

intensify in the scientific framework of the newly emerged integrated regional development.  

In Hungary, the regional development policy, differing from categories of the market 

economy, has had to force its way till now, when the Institute of Regional Studies is heading the 

national level regional science community, and its research units are respectively operating all 

around Hungary. Considering the short history of regional sciences, the 20
th

 century was the 

time for scientific specialization and emerging of new disciplines. New and new social sciences 

emerged for the analysis of more complicated social progresses and economic trends. The major 

motivator of this development is the need for acknowledged social and economic organization 

and the fact that organizing a country, operating economy and developing relationships among 

people require deep knowledge. That is the reason for the fact that sociology, political sciences, 

psychology and different scientific areas of economics already played an important role in the 

early stages of modern states.  

The region, the regionalization and the regional development are well-known 

expressions among professionals. The expression of region is widely used in history, 

economics, development studies, geography, and tourism or even in wars. The expression of 

“regional policy” spread after the World War II in parallel with EU enlargements. The 

expression of region is quite common even in everyday use. However only few know – 

mostly a small group of professionals – that the region or more precisely the regional space is 

in the focus of a relatively new discipline, the regional science. Because of specialization 

coming from the social development after World War II, new studies emerged, such as the 

regional science (Horváth and Rechnitzer, 2000). 

Nowadays, the territorial arrangements of the society, the need for analyzing the trends at 

different regional levels cause more difficulties for scientific work. Partly, as a result of this, 

till the middle of the 20
th

 century, Geography was the uniform science for spatial studies and 

the stimulating factor for the birth of regional science at the same time (Nemes Nagy, 1998).  
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Geography earlier considered being an (multidisciplinary) integrator study, later it 

became more and more articulated, and now, well-separated, institutionalized studies analyze 

the spatial characteristics of society, their effects and consequences. The regional economics 

and the economic geography are for economic evaluation, the urban sociology and 

settlement science are for social trends, the regional demography is for population 

progresses and the political geography is for politics. However, other general and practical 

disciplines, such as cartography or regional statistics can even be mentioned. In parallel 

with this trend, the regional science became an individual inter- (multi-) disciplinary study.  

The common feature of regional sciences involving different regional sub-disciplines is 

that the space has a central role in approach. However, their starting point is always the given 

social sphere, the economics, the politics, the population growth, etc., but any of them can 

individually meet the criteria of one comprehensive social spatial study. On the other hand, 

their development direction, differentiations require the broad and conclusive scientific 

analysis on spatial arrangement of society. This need is the reason for regional sciences 

coming alive. Lately, more needs formed, such as regionalism and regionalization having 

special role in European integration progress, and the everyday practice of the EU regional 

subsidy politics.  

A science-historical synthesis “the Regional Science” of Georges Benko, a French 

regional researcher of Hungarian origin, dates back the formulation of regional sciences at the 

beginning of the 20
th

 Century. According to the scientific view concentrating not on the 

spatial but the social dimensions, the regional science is one of the latest disciplines involved 

in social and economic sciences. Its birth is a direct result of problems that cannot be suitably 

dealt with in the frames of already existing disciplines. This study enriched the scientific work 

in progress with new theories, methods, processes and definitions. Many scientific experts 

deal with this marginal science for a while, but only few do it eternally (Benko, 1999).  

Regional science formed in the intersection of economics, geography, sociology, 

political jurisprudence, political and urban sciences and more over anthropology. It basically 

examines the way, humans configure the space. In other words, characteristics of synthetic 

sciences can be found in regional science; on the basis of data from other specialized sciences 

and the whole of the distinctiveness of a region, it discloses the rules of distribution logics of 

operations. The regional scientific approach is based on several methods, such as quantitative 

ones that provide means for certifying hypothesis, and qualitative ones as well, that are 

necessary for explaining definitions.  

The dynamical effects of conclusions coming from analyzing regional operations can 

be obviously seen in the differentiation of Hungarian social sciences. For sociology becoming 

an individual discipline both in theoretical and methodological ways, important factors were 

the scientific results from analyzing the settlement features and the structure of Hungarian 

society. For the legitimacy of political sciences, analyzing the regional components of the 

administrative and lobby relations were essential.  

About four decades ago, this discipline named regional science, started to get content, 

however, its extension and objectives are still controversial. The name of this discipline 

however contains the expression “regional”, but this does not refer to a territory measurement 

unit but the space, basically the social space (where regions are also involved).  

According to one of the two strong approximations, regional science deals with social 

problems; the center of the problems is the region or other analyzed unit that can be focused 

by combinations of objective methods. A specialty of regional science is basically the spatial, 

the territorial characteristic (Walter Isard). According to the other approximation, regional 

science is a social science, providing a single frame for common definitions, theories, 

methods of social spatial sciences and using them for analyzing social trends. (Nemes Nagy, 

1998). 
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In spite of the public agreement on the newly emerged science, more other 

approximations have to be considered. According to a conclusive definition, mostly based on 

the previous one of József Nemes Nagy, the disciplinal characteristics of regional science 

are determined by the fact that the social space is not only a central analytical element, but 

the objective itself (the space and its elements, relations). This scientific feature makes 

regional science totally different from other spatial sciences. While, definitions, theories, 

scientific approach applicable in most of the common, spatial sciences can be used for the 

description, explanation and forecast of the whole spatial operation of the society and its 

divisions. Regional science examines the common elements and relations of different social 

trends in line with focusing on their features, roles in social spheres.  

The major characteristic of regional science substantiated by an American economist, 

Walter Isard in the 1950s, later strengthened by other experts and now considered being a 

mature discipline is the intention for spatial synthesis of social trends, while it is not above 

the other social spatial sciences in hierarchy, it does not substitute them, but uses them (as 

well as others) to create a new study content. Regional science in contrast to more specified 

ones generalizes and compares, focuses of features and so creates a new approached 

theoretical and methodological system. This system can be the basis for detecting the 

individual appearance and effects of spatiality in the given research topic in any of the social 

analytical works. 

The Europe-wide respect of Hungarian regional development policy and practice is 

partly a result of scientific verification. In Hungary, the terms for regional science to become 

an individual science – compared to other European countries – emerged relatively early, in 

the period of international expansion of this disciple, in the 1980s. Regional science gradually 

built its complex institutional background that is quite unique in Europe. The institutional 

development was partly a result of the international reputation of Hungarian Academician, 

Enyedi György. The multidisciplinary Centre for Regional Researches was established in 

1984, the Regional Scientific Committee of the Hungarian Academy of Science was 

organized in 1986, regional development sub-committees involved in regional committees of 

the Academy were formed, the Hungarian Regional Science Association. In 1987, the first 

issue of journal of “Space and Society”, in 1988, the first volume of book series “Regional 

and Settlement Researches” was published. Lately, an important forum for regional scientific 

papers, articles has become the Regional Statistics, a new journal, the Willage – City – 

Region and also the Comitatus Local Governmental Review. In 1989, major of regional 

and settlement development was established at the old named Faculty of Economics, Janus 

Pannonius Science University, later this action was followed by other colleges and 

universities (Horváth and Rechnitzer, 2000).  

Today, any of the regional studies is already involved in the education system at 

several universities, and some doctoral schools also respect the growing role of this disciple. 

The number of scientific publications is growing; series of books and monographs has been 

printed. The Hungarian regional science has rightly achieved the international level respect 

among experts, due to its results on analyzing the long-term national and international trends 

of regional and settlement development, on investigating space structures in globalization 

progresses (European, Euro-regional, Central and Eastern European), their division of labor, 

institutions and means.  

Regional science has got acclimatized in Hungary, today, it can be considered being a 

new discipline. However, this fact has been supported by a well-organized and acknowledged 

work of a long period of years, almost three decades. Important partners of regional science 

becoming relevant in the period of 1960-1970 were experts in Hungarian economic and social 

geography. At that time, cradles of regional science were the scientific working groups and 

departments of geography. New scientific results, theories and methods for spatial trends 
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could get into the Hungarian scientific life through these excellent institutions. These also 

provided possibilities for scientific experts being sensible for new approached regional 

analysis, being receptive for the connecting disciple, the economics, and also being opened 

for complexity coming from emerging progress analysis instead of earlier structure analysis as 

well as being opened for accept and use the results of other sciences. At the beginning, only 

few excellent experts worked on the theoretical and methodological establishment of the 

new discipline. In the 1960-1970s, experts like István Bartke, István Fodor, Iván Illés, József 

Kóródi, László Kőszegi, György Kőszegfalvi, Viktor Kulcsár, József Tóth worked still in the 

scientific frames of disciplines such as geography, economics, settlement development, 

however, their scientific results were utilized by regional development aspiring to achieve the 

stage of an individual study. During the forthcoming 25 years, other illustrious experts, such 

as Zoltán Agg, Béla Baranyi, Györgyi Barta, Bálint Csatári, Gyula Horváth, Ferenc Erdősi, 

Zoltán Hajdú, Éva G. Fekete, Mihály Lados, Imre Lengyel, Rezsó Mészáros, József Nemes-

Nagy, Ilona Pálné Kovács, János Rechnitzer, Tamás Sikos T. and many others joined the 

establishment of regional science. A program preparing person of this group became a full 

time researcher, György Enyedi. His awareness based on experiences abroad, his balanced 

social viewpoint, his both innovative capability of problem solving being reach of 

inspirations, his humane, colleague-friend behavior magnetized other experts specialized on 

regional science. He became an important information source for the enlarging young expert 

generation that started to investigate the regional trends in the late 1970s, and as their 

scientific results increased in number, the regional science became prosperous for the 

beginning of the 1980s. At that time, the Centre for Regional Researches was established 

(1984), where the organized work on regional science, the institutional progress began.  

The history of institutional development of this science dates back in the beginning 

of the 1970s. At that time, the head of the peripheral, Pécs based Trans-danubian Scinetific 

Institue (TSI) became an Academician, Ottó Bihari, and he determined a new scientific 

profile, the regional development. Only few had knowledge on what this would mean, but the 

work started. Young experts were hired in the institute. The long lasting and quite reformation 

of TSI, the enhancement of the regional approach, team work and introduction of new 

disciplines (economics, sociology, law), as well as the built up of the scientific infrastructure 

began.  

By the period of late 1970 – early 1980, a few significant scientific results were 

already available, young “regionalists” appeared for the national level scientific public, 

doctoral degree process began and the working group of regional science started to form. 

After the death of professor Bihari (1983), György Enyedi headed the TSI. The institute 

started its blooming period, new professional relations and research topics emerged. The 

working groups of regional science were getting closer by the personality of György Enyedi. 

In 1984, the Centre for Regional Researches of Hungarian Academy of Sciences was 

established by integration of TSI, the Great Plain Research Group of Research Institute of 

Geographical Sciences, its Settlement Research Group in Kecskemét as well as some experts 

from the Department of Economic Geography based in Budapest. The 1980s were a special 

period concerning institutional background, as this was the time for Hungary facing 

depressing economics and indefinite political circumstances, in line with the fact that 

institutions and a complex, national institutional network have to be built up for the new 

discipline. Already its name, the Centre for Regional Researches expresses the individualism. 

The institutional network formation was quick, besides the basic working groups, the 

Department of Northern Trans-Danube (Győr, 1986) and the Department of Northern 

Hungary (Miskolc, 1987) were set up.  

In the intensive period of network development, the up-to-day objectives for science 

organization and the ambitions of regional politicians well connected to each other. At the 
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beginning of the 1980s, the committees of counties and main cities as well as party 

institutions had already limited competences and that provided possibility for some regions to 

develop own concepts, and to get help from the results of social sciences. However, the new 

units of the Centre formed in cities where no previous conventions on social sciences were. In 

these regions, the regional research work was a forerunner of forthcoming development. The 

local and regional committees initiating the establishment of new units financed the research 

infrastructure, most of the salaries and made orders to complement the financial resources of 

the institute (Horváth and Rechnitzer, 2000). 

The deed of foundation determines the tasks of the Centre for Regional 

Researches: to analyze the regional development of Hungarian society and economics and 

the transformation of settlement network, to scientifically prove the regional and settlement 

development ideas, to reveal the social – economic spatial progresses, their rules, 

development tendencies. In the 1980s, one of the characteristics of the international level 

science was that the integrative spatial science (regional science) made good and quick 

progress in line with the modernization of conventional disciplines.  

In parallel with the institutional development diversified researches evolved and 

deepened intensively. One of them targeted the spatial – structural transformation of planned 

economies, and according to the results, the economic structure and urbanization type in 

Central and Eastern Europe were not considered being a unique model. Their development 

stages were similar to those of the Western-European model but with significant arrears of 

development. Differences in models can be explained by the arrears and the operation of state 

level socialist regime.  

The 1990s were a successful period of time for regional development. It was able to 

meet the professional requirements on social, political topics, played a major role in adopting 

the theoretical and practical system of EU regional policy to the national institutional 

network. The education of professionals began, several monographs, literature-based papers 

were published. Regional science was noticed by other social sciences, the need for 

cooperation was increasingly vigorous.  

The results of regional science achieved in the period of 1980-1990 appeared in two 

important documents, the Spatial Development Act (1996) and the National Spatial 

Development Concept (1998). These documents provided stable basics for EU-accession 

negotiations and the practical operation of spatial development act, the development of 

regional strategies and programs, the working out of the Hungarian National DEvelopment 

Plan.  

Still than different spatial and settlement development majored gradual and post-

gradual educations have got validation at several universities in Hungary (Pécs, Debrecen, 

Győr, Gödöllő, Szeged), with contribution of experts on regional sciences, while doctoral 

schools on regional science have been established, and today, the Hungarian Regional Science 

Association (2002) registers hundreds of researchers. Moreover, some years back, the 

Regional Sciences Committee has become an individual agency inside the Department num. 

IX, Hungarian Academy of Sciences, and an incredible number of monographs, publications 

in Hungarian and English languages were prepared by experts at the Centre for Regional 

Researches. 

It is a fact, that besides the Centre for Regional Researches, other scientific working 

groups, such as departments of the Eötvös Lorand Scientific University, the University of 

Public Economics State Administration in Budapest, the Universities of Debrecen, Miskolc, 

Pécs and Szeged, VÁTI Hungarian Regional Development and Town Planning Office, 

institutes of the Hungarian Academy of Sciences also actively contributed to the results of 

regional science in Hungary. In the past 5 years, even the number of enterprises dealing with 

spatial and settlement development consultancy has increased. The latter can have an 
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important role in application of results coming from regional development researches, and 

this is very important because the competitive regional development – especially after the EU 

accession – requires wide-range, intellectual verification. However, it is also obvious, that the 

major body for regional (spatial) science is the Centre for Regional Researches.  

The research network based in Pécs, analyzing regional trends the social and 

economic factors of settlement development is an internationally known institute of regional 

science. On the top of the progress, the Centre for Regional Researches had working groups 

in eight cities in Hungary, headed academy programs at master courses majored on regional 

economics and politics and Ph.D. programs. Regional scientific working groups were 

organized in Csíkszereda, Kolozsvár, Szabadka and Komarom with the cooperation of the 

institute. Today, a total number of 65 researchers (1 academician, 13 Dsc. of the Academy, 32 

PhD.) work at the Centre. The institute publishes the leading journal of Hungarian regional 

science, the periodical “Space and Society”. It also has book series (Regional and Settlement 

Researches, Regions at the Carpathian Basin, Europe of Regions) for professionals in spatial 

development and higher education. The Centre cooperates with the University of Debrecen, 

Centre for Agricultural and Applied Economic Sciences, among others. 

Now, as a result of the decades-long progress and knowledge-based development, the 

institutional frames are given for the regional science in Hungary. The theoretical and 

methodological backgrounds provide a uniform framework for the common definitions, 

theories and methods used by all of the spatial sciences and are also firm for further 

development of the individual regional science in the 21st century, so strengthening the 

competitiveness of the Hungarian science life. 

 

1.3. Integrated Regional Development and Related Definitions 

 

 

 In the theoretical and methodological framework of integrated regional development, 

significant definitions are as it follows: 

 Regional development 1: socio-economic spatial types coming from the operation of the 

society; sectoral – spatial structures formed by inside structural changes; excavation of 

financial and intellectual capacities serving development of new resources and 

possibilities; 

 

 Regional development 2: Acknowledged interventions from the national and the local 

governments, as well as other regional development bodies, targeting regional 

development, mostly by legal regulations, such as regional development act, cities’ act), 

this covers the mix of the institution system, circumstances of labor division, suitable 

means and rules for using them (Figure 1.2.–1.3.). 

 

 Regional policy: long-term regional objectives, preferences, necessary interventions, 

institutional frames, determination of the direction and methods for using means. 

 

 Settlement development (local, settlement, city policies, town development): involves 

local development policy, locally created and financed operations; international 

(European) practice: town planning, regional planning, spatial and settlement planning 

edged along vertical structure and settlement network development (city network, 

circumstances for villages). 
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Figure 1.2.: Sub-structure of regional development 

Source: Faragó, 2000 

 

 Spatial planning: existing rules and means for developing physical structure, involving 

plans and laws for required conditions in order to carry the great majority’s point and the 

to limit other, interfere points. 

 
 

 
 

Figure 1.3.: Regional development in the framework of concepts 
Source: Faragó, 1987 

 

 Rural development, rural policy: this is a part of the regional development, a building 

element and its aim is to develop rural (mainly non-urban) regions, to save their economic 

basis, ecological features and social – cultural values, as well as to represent the interests 

in their harmonized modernization (Figure 1.4). Rural development has a close 

relationship with agriculture; however, agriculture does not play a unique and major role 

in development. One of the objectives is to achieve sustainable and harmonized rural 

development (for example LEADER-program). 
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Figure 1.4.: The relations of rural areas, rural development and related definitions 

Source: Csatári, 2007 

 

 

 As a short conclusion of chapter 1, it is important to repeat that developing topics 

determined by the fundamentals of integrated regional development are the economics, the 

politics, the culture and ecology. The balanced and harmonized mix of these four basic 

priorities can guarantee the citizen-friend regional and settlement operation, the blooming 

scientific, cultural and sport life with a suitable economic level and ecological awareness.  

 

1.4. Control Questions  

1. Explain the definition of integrated regional development! 

2. Which are the major development areas of integrated regional development? 

3. Please, list the significant topics connecting to integrated regional development!  

4. Please, define the role and possible tasks of regional science in regional development! 

5. What are the inter- (multi-)disciplinary characteristics of regional science? 

6. What is involved in definitions connecting to integrated regional development: regional 

and spatial development, settlement development and spatial planning? 

7. What are the sub-systems of spatial development? 

8. What do the definitions of rural development and rural policy contain and what are they 

express? 

 

 

1.5. Competence Developing Questions 

1. How can the complex view be focused in course of the practice of integrated regional 

development, according to you? 

2. What type of regional, rural and settlement level development tasks can be practically 

solved by regional science? 

3. Why is it important to structure the institutional background of the regional science into 

networks?  

4. Please, explain how the environmental protection, the environmental culture and the 

landscape conservation can serve the objectives of rural development in a given micro-

region or settlement? 
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5. How can you characterize the individual and community level environmental awareness?  

6. What is your opinion, whether there is a direct connection between regional / settlement 

development and sustainable, so called harmonized rural development? 

7. What kind of opportunities you see in your living environment for individuals to protect 

the natural and cultural heritages, to save the historical, cultural and traditional values? 
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2. Content of Regional Policy 

 
 

2.1. System of Relations between Regional Development and the Strategic Approach of 

Regional Policy 

 

 

Regarding the meanings of regional policy, it has to be basically understood that the EU 

focuses on this policy primarily at regional level and determines its development as the 

minimization of regional differences by international level cooperation of regional interests. 

As a result of this, in any kind of EU or connecting regional development policies the 

regional, in other words the level that in under the national one is becoming more intensive by 

forming the Europe of Regions, in that EU regional policy is getting a major role, hopefully in 

the future, as well. 

One of the definitions concerning the content of regional policy, the normative 

determination (1) is rather focuses on the major principles of EU subsidy policy, another one, 

the functional definition concentrates more likely on practice (2). 

 

Normative definition of regional policy (1) 

Creating favored conditions for social functions (in other words improving life 

quality) by revealing and utilizing the rules of relationships among regional 

capabilities, possibilities and spatial elements and by excising the principles of 

social equity, justice and solidarity (in other words willingness for decreasing the 

objective differences in living circumstances) (Horváth, 1998).  

 

Functional definition of regional (spatial) policy (2) 

The validation of characteristics and future development trends of spatial position 

extends in national policy: for the decrease of spatial differences (economics, 

settlement network, infrastructure and environment); for living circumstances 

(employment, economic chances, and social, cultural) and means making easier 

population movements, better living conditions; for the region, as the acceptance of 

real or possible entity, for the division for centralized, state level functions 

(development, care), for decentralization (Rechnitzer, 1995).  

 

There are two dimensions in the regional relations of regional development and policy. 

The priority is primarily on the premises – the regional policy, means, control, management 

– that basically affect the realization of the objectives of regional development. The strategic 

view completes the target assigned to implementation, which involves vision of future, 

planning, validation, future organization (Figure 2.1.). 

The close connection of regional development and strategic planning is obvious. Their 

relations are such capabilities that are necessary for the successful regional development. In 

this system – as it can be seen on Figure 2.1 – the regional policy is especially defined, 

which contains the priorities followed by during the consciously transformation of spatial 

structures, as well as the means and institutions that are necessary for these transformation. 

Among the four factors (regional policy, means, control, management), that are equal for the 

first sight, the regional policy has priority in the hierarchy of regional development 

(Rechnitzer, 1995). 

The other significant factor involves the means that can be divided into two further 

groups:  
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1. Physical means – financial systems of development / support: subsidy funds (EU, 

centralized state, and regional, local, sectorial), tax benefits, credits, local development 

sources, investments, other supports.  

2. Immaterial means – regional strategies, development programmes, their acception by the 

communities, and as a result of this, the documents of future development; evaluation and 

control systems; the review of effects of developments; scientific analysis; the exploration 

of characteristics of spatial trends, and the explanation of their rules. 

 

 
Figure 2.1: The relationship between regional development and regional policy 

Source: Rechnitzer, 1995. 

 

 It is obvious that the regulation is an important precondition for the effectiveness of 

any kind of regional development. Regulation primarily means the acknowledged 

specification of many of the interventions mostly in legal frameworks at EU, national and 

regional levels. Of course, the regulations for the use, the accounting, the monitoring and the 

evaluation of financial assistance must accompany the previous ones. The regulations for 

regional development in Hungary can be grouped as it follows:  

1. Regulations governing the directions and operation of regional policy – principles and 

regulations of the EU regional policy, Regional development Act (XXI. of 1996), National 

Regional Development Concept of Hungary (1998; 2005). 

2. Laws governing the operation of the community – Local Government Act (1990), the 

rules of administrative system, rules and laws for constructions, settlement planning, 

environmental regulations, the rules for land use and requisition. 

3. Regulations governing the use, accounting and evaluation of financial assistance 

(monitoring, supervision, evaluation, etc.). 

 

 In Hungary, the most important, cardinal laws considering regional development 

at national level are as it follows:  

 Local Government Act LXV. in 1990;  

 Act XXI. on regional development and spatial planning in 1996; 
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 Act XCII. on modification of Act XXI. on regional development and spatial planning in 

1996 (1999); 

 Act LXXV. on modification of Act XXI. on regional development and spatial planning in 

1996 (2004); 

 Act CVII. on multi-purpose micro-regional associations of local governments in 2004; 

 Act CVII. in 2007 on the modification of Act CVII. on multi-purpose micro-regional 

associations of local governments in 2004. 

 

Parliamentary decisions and government edicts have also significance. Among them, 

some have special importance, as it follows: 

 Parliamentary Decision 30/1997. (IV.18.) (and later one) on subsidies for regional 

development and the principles of decentralization, the register of beneficiary 

geographical areas. 

 Parliamentary Decision 35/1998. (III.20.): the Parliament accepts the National Spatial 

Development Concept based on Act XXI. 

 Government Edict 255/2006. (XII. 8.): the basic principles and institutions on support 

utilization from European Regional Development Fund, European Social Fund and 

Cohesion Fund in programming period of 2007–2013 (application of common rules of EC 

regulation 1083/2006). 

 Government Edict 281/2006. (XII.23.): on the building up of financial operation and 

control systems connected to support utilization from European Regional Development 

Fund, European Social Fund and Cohesion Fund in programming period of 2007–2013.  

 Collective Order 16/2006. (XII. 28.) of the Ministry of Agriculture, Aquaculture and Rural 

Development and the Ministry of Finance: on the common rules for support utilization 

from European Regional Development Fund, European Social Fund and Cohesion Fund in 

programming period of 2007–2013. 

 

 In the Hungarian legal system, two internationally also significant acts have come into 

force. One of them is the Act LXV on local governments in 1990; the other is the Act XXI on 

spatial development and spatial planning in 1996. The previous one had importance because 

this was the only legal mean till 1996, which provided autonomy of local governments and 

the first one considered being an individual spatial development act fitting to the modern 

European regionalism. In Hungary, there were two important categories of factors that pushed 

the development of spatial development act::  

1. Equalization and redevelopment – redevelopment of backward regions; structural 

conversion of industrially depressed regions; regions with mass unemployment; 

development of rural regions (rural development). 

2. Complex regional and settlement development – in the area of economics, infrastructure, 

quality of environment and living, living circumstances. 

 

 The importance of the Act XXI on spatial development and spatial planning in 

1996 is primarily given by the fact that besides the previous act (LXV. on local governments 

in1990) this was the first individual spatial development act in Hungary in line with the 

modern EU regionalism. Moreover, in Central and Eastern Europe it was the first act passed 

by two third majorities. It provided the theoretical frames for the new model of regional 

development and basically considered being the operating framework law today, too. As a 

result of this, the National Spatial Development Concept (NSDC) meeting the requirements 

of modern European regionalism was worked out in 1998. The NSDC was the basis for the 

first National Development Plan (NDP I.) prepared for the EU programing period of 2004-

2006, relevant to Hungary as a member state, and after that period it also served the working 
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out of the New Hungary Development Plan (NHDP – NDP II.) for programing period of 

2007–2013. 

 In the point of view of operating regional development and regional policy, the 

institutions and management have significant roles. The management involves the many of 

European, national, regional, sub-regional and local institutions, as well as the state, private, 

community and non-profit bodies (for example professional assistance, organization, training 

and education, research, lobby, etc.), complemented by crowd of experts with special 

qualification and professional knowledge. 

In the hierarchy of regional development, another important dimension is the target 

from region level, strategic planning, among them, a few have an enormous function: the 

vision of future (evaluation of inside and outside conditions, scenarios, in other words 

alternatives for the future); the planning (determination of programs and actions, terms and 

conditions); the validation (direct participation of the stakeholders of regional development 

in the implementation), and the future organization (availability of institutions, means, 

management, control, evaluation, feedback).  

The success of target in strategic viewed regional development depends on the 

efficiency level of harmonizing the means, rules and management of regional policy with 

planning, because their short and long term harmony can help to achieve the objectives of 

regional development as it follows: 

 in a long term period 

o  Effective use of national resources 

o  Moderation of regional differences 

o  Saving the balance of the population and the  environment 

o  Preserving the culture and identity  

 in a short term period 

o  Creating jobs 

o  Decresing the pressure on towns 

o  Redevelopment 

 Means and methods: 

o Laws and development plans, programs (local governmental act; regional development 

act; act on budgetary; sectorial acts; National Development Plan; New Hungary 

Development Plan; regional operative programmes, etc.). 

 

Last but not least, sharp differences can be found in the target of stakeholders in regional 

policy. Among them, the stability and the competitiveness of the whole state by the central 

government, the increase of the role of settlements and regions, the ensure of public services, the 

achievement of effective local-regional policy and the safety of specialized values by local 

governments; the stable economic environment and high quality of availability (economics, 

politics and culture) by the profit-oriented actors at the market; and availability of financial 

supports and effective lobbies by the professionals and the civil sphere (Agg, 2011). 

 

2.2. Region Forming Factors – Self-regionalization, Regionalization, Regionalism 

 

 

The most important targets of the EU subsidy policy are the planning –development regions 

in different sizes, beneath the national territory-levels with altering social-economic, spatial 

structures, and the local levels (sub-regions, settlements) inside the regions. There are three 

definitions connecting to the development of the regions, the formation of the economic-

social regional units: the two meanings of the regionalization and the regionalism (Figure 

2.2.).  
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Figure 2.2.: Region shaping processes 

Source: Agg – Nemes Nagy, 2002, 408. 

 

 

These three definitions cover progresses that can be considered region forming factors, 

as well. The role of these factors is the key point in territories becoming a region. The major 

point is well defined by the paper of Zoltán Agg and József Nagy (2002).  

 

What makes a territory becoming a region? 

Today, the main point in small territories becoming “real” regions, new entities 

three factors have to be underlined: impoundment, spatial division 

(regionalization), the real progresses of spatial organization (regionalization), and 

finally the framework for regional identity and management (regionalism). This 

multi-component progress contains strict criteria that can be achieved by territory 

units for a long, historical development. The missing of any of the above listed 

factors excludes the given territory to consider being a region (in this case, this 

expression is rather used for special social tasks, such as in the field of spatial 

development (Agg and Nemes Nagy, 2002, 48). 

 

In accordance with the details above, the expression of regionalization has the most 

common meaning, because this covers the spontaneous spatial forming controlled by economic-

social progresses, the regional organization of economy and society during the historical 

development, in some cases their strong cohesion. The other, more strict-content expression is the 

regionalization covering a more conscious initiative, simply means the spatial organization 

indicated by the central government, from the up to the bottom. The result of this trend is the 

formation of spatial levels, the spatial segmentation (regions, counties, sub-regions, etc.).  

The opposite concept refers to the definition of regionalism, that covers the bottom-up 

directed trends of region organization (cultural, ethnical and other), the stronger regional 

awareness and institutionalization (identification and management). 

In the point of view of integrated regional development, regionalization and regionalism 

are the most highlighted concepts. These considered having priority in the point view of 

regional science, assuming that it is possible to encroach continuously and consciously into the 

economic-social progresses. Furthermore, the significance of these two concepts is due to the 

fact, that one of the most important common policies in the EU is the regional (structural) 

subsidy policy, the aim of that is the moderation of differences among regions. The most 
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important target area of the regional subsidy policy is the region itself, which is a territorial unit 

on the basis of unique but collective features. Regions can form of political reasons; in this case 

the territorial units (province, county, etc.) inside the country are created for division of 

administrative functions and tasks. 

The formation of regions can also be contributed by economic reasons, as on the 

basis of the same economic structure, such as the heavy industry, mining, agriculture and 

tourism, or even the high level of economic potential, for example innovative zones, growth 

poles, development areas, as well as economic principles, such as connections to suppliers, 

production cooperation and clusters, the spatial togetherness can created, too, so making 

unique economic featured territorial units.  

The conservation of homogenous values, for example language, religion, social 

relations and organization, their elements is also determinative for a territorial unit. These can 

be region creating factors if they are durably at present. In order to prosperous future 

development, larger territorial units, so called planning and development regions can be 

bounded. They need general development and reformation because of their features, such as 

the backward conditions in among others, the sectorial recession, the acute and high level of 

unemployment, the imbalanced economics, the disadvantageous or even more massive 

negative conditions, etc. Therefore, regions can be formed by several factors. In European 

countries, a number of regional formation actions are known. 

 

Concept of Region 

A sub-national territorial unit, that can be a planning (or programming) and 

statistical (data collection) unit, a region (extended planning and statistical 

territorial unit of some counties – the capital – as a whole, bounded by the borders 

of the given counties), as well as a development region (whole territory of one or 

more counties – the capital – or only a part of them, considered to be a single 

social, economic or environmental unit). In this concept, the planning and 

statistical regions cover the available territory fully, without overlaps. Examples 

for this category are the large regional units (in Hungary NUTS 2 regions), the 

counties and sub-regions. According to another concept, regions are the nodal 

regions that are territorial units formed by a center (and/or decenter) and its 

catchment areas. The borders of nodal regions are not so strict like those of the 

planning and statistical regions. Their flexibility depends on the intensity of 

relations and the distance from center. In this concept, the labor catchment area of 

a town or the student catchment area of a university can also considered to be 

regions (Lengyel and Rechnitzer, 2004, 29–30; Rechnitzer and Smahó, 2006, 40–

41).  

 

The first group is mostly involves federal states (Germany, Austria, partly Belgium) 

developed by the long duration of regionalization. In these countries, provinces have a high 

level of autonomy, coming from the historical background and create a “voluntary” 

confederacy. Provinces have their own parliament, own legal means, orders. The confederacy, 

the central government deals with the regulation and operation of common issues. Provinces 

and member states save their competencies, such as the legal tether, province level 

parliaments, province government.  

The other region formation tool is that regionalization, when the direction of creating 

territorial units with autonomy is up to bottom, coming from the initiatives of central 

government. Territorial units, regions in regionalized states (Italy, Spain, partly Belgium) have 

wide range of autonomy based on direct public delegacy. However, autonomy is total, legal 

tether is limited, rights on budgetary (for example taxation) are within the confines of central 
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government orders. An exception of this rule is Belgium, where the both of the principles of 

federalism and regionalization are at present. Regions were formed on the basis of the up to 

bottom initiatives on spatial organization, in decentralized states (France, Portugal and 

partly Poland). In a state structure like this, several public issues are delegated to elected or 

appointed bodies at local or regional level. However, indirect tethers can be canceled and 

limited in given conditions. Finally, the third large group of state organizations involves the 

unitary (strictly centralized) states (Great Britain, Greece, Ireland, Luxemburg, Netherland, 

Denmark and Hungary). In these countries, there are no regions with full or part of autonomy, 

but the local governments have wide range of tasks, partly financed by the central government 

and budget. This group is composed by the Central and East European countries, joining the EU 

in the near past (a unique exception is Poland, where both of the unitary and decentralized state 

organization actions are at present). The created territorial units, the regions own mostly 

planning and development functions, so they are the development scenes for future operations 

of larger spatial units. 

Beside regionalization, the concept of regionalism has also to be mentioned, 

covering the initiatives for spatial organization, region formation directed bottom to up. These 

efforts target the definite role of specialties, cultural-ethnical features of spatial units in 

territorial segmentation of states. These sub-national requirements are the adjusting principles 

for region formation as well as decentralization. Regionalism emerged in Western-Europe in 

the 1970s, and successfully met the regionalization effects in several times (Spain, Italy, 

Belgium), so strengthening the creation of regions, helping their bordering and organizational 

–institutional systems (Régiók Európája, 2002). 

Already since the early 1990s, the European integration is strengthened by both of 

regionalization and regionalism. As a result of these processes, new, supra-national level of 

regional policy has been emerging beyond national borders. Today, regional policy considers 

the EU on spatial dimension, determines its development by moderating regional differences, 

of course by the international level cooperation of regional interests. In the development of 

Europe, the role of regional level, in other words sub-national level is getting more 

highlighted and the formation of Europe of regions is starting, where the regional policy of 

the EU has a key importance.  

 

 

2.3. Control Questions 

1. What are the similarities and differences of the normative and functional (practical) 

definitions of regional policy? 

2. What are the concrete legal means (acts, orders, rules) for regional development in the 

period of time after political and economic changes (1990)? 

3. What is on about the effectiveness and success of strategic viewed regional development? 

4. In your opinion, what are the roles of concepts for regionalizálódás, regionalization and 

regionalism in the region forming processes? 

5. What are the characteristics of different types of regionalization (unitary, decentralized, 

federalized, regionalized state organizations) in Europe? 

6. Please, define the concept of region! 

 

 

2.4. Competence Developing Questions 

1. Please, explain the sun-systems of regional development, their involving reasons and 

results using the information on Figure 2.1. „The relationship between regional 

development and regional policy”! 
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2. Please, characterize the content of regional acknowledgement and identity for a given 

region, sub-region and/or geographical unit (for example the Great-Plain, Bihar, Szatmár, 

Bereg, Cserehát, Őrség, Somogy, etc.)! 

3. Do you feel any special, emotional attachment to our birthplace, closer identity awareness, 

if you do, what are these? 
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3. Regionalization and Regionalism in the European Union and Hungary 
 

 

3.1. The Short Summary of the Evolution of the European Union 

 

 

Soon after World War II., the idea of inclusion of Germany, the German-French 

reconciliation and the establishment of the United States of Europe were expressed by W. 

Churchill in 1946 in Zurich. Another stage in the integration process was the Marshall Plan 

in 1948: The U.S. government as a prerequisite for its actions asked for European 

collaboration and economic integration, and determined the openly said United States of 

Europe as a political objective to create an opposition for communism. The first concrete 

steps were the founding treaties: 

• Creation of the European Coal and Steel Community (1952); 

• Treaty of Rome (s) (1957/1958), the setting-up of the European Economic Community 

and the European Atomic Energy Community. 

For the creation of the EU was by far the most important the creation of the EEC 

Treaty, which is the most comprehensive document of the European integration, and was 

signed in Rome by Belgium, France, the Netherlands, Luxembourg, Germany and Italy 

on the March 25th 1957 (came in effect on the January 1st 1958). The Maastricht Treaty 

gave birth to the European Union in its present form was signed on the February 7
th

 1992, in 

the southern Dutch town and after the Member States could ratificate it entered into force on 

1
st
 of November, 1993. The founding treaties and the amendments listed - Merger Treaty 

(1967), Financial Contracts (1970, 1975), the Single European Act (1987) Treaty of 

Amsterdam (1999) and the Treaty of Accession of new members (1973, 1981, 1986, 1995) 

- together constitute the EU primary law (Madari (ed.), 2001; White (ed.), 2004). 

 Changes include the Single European Act, which develops the previous treaties of the 

EC to a large extent, which itself is one of the primary legal sources in the EC was signed 

in 1986 and entered into force on 1
st
 of June 1987. The "single" signal indicates that it 

regulates the EC and the European political co-work framework since 1969 alike. As the 

implementation of the Single European Act, the single market, the free flow of capital, 

labor, goods and services came into effect in 1993. Among these principles of four liberties 

the free movement of labor could not be realized until today. 

 In essence the Single Act declares the social and economic cohesion as the aim of the 

Community, which meant the recognition of regional aid policy as community policy, thus 

the new dimensions of the structural support system evolved. The Schengen Convention 

(came into effect in May, 1995) terminated the border control of the member states was also 

an important stage. 

Considering Hungary, important stages were 

• 1991: The EU signed the Association Agreement with Czechoslovakia, Poland and 

Hungary. 

• 1997: Luxembourg summit decided that in 1998 the accession negotiations will begin with 

five Eastern European states (Hungary, the Czech Republic, Poland, Estonia and Slovenia) 

besides Cyprus. Hungary started the negotiations officially on 31
st
 of March 1998 and 

finished it at the end of 2002. 

• 2002: The number increased to ten accession countries (Cyprus, Czech Republic, Estonia, 

Poland, Latvia, Lithuania, Hungary, Malta, Slovakia and Slovenia), and the date of signature 

of the Accession Treaty was determined to be in May, 2004. 

• 31
st
 of March 2003: The National Development Plan submitted to Brussels. 
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• 1
st
 of May 2004: Eastern enlargement with 10 new countries - including Hungary - of the 

European Union (EU-25). 

• 1
st
 of January 2007: Accession of Bulgaria and Romania (EU-27). 

• 21
st
 of December 2007: Hungary is a full member of the Schengen area. 

 

3.2. Objectives and Principles of Regional (Structural) Policy in the European Union 

 

 

 The European Union regional (structural) policy is essentially controlled by grant 

funds determined by the Structural Funds since the Treaty of Rome (1957) which entered 

into force of Regulation (1958). In the followings we will review the most important aims 

and principles of the Structural Funds which serve the regional development structure. These 

aims and principles show the complexity and integrated nature of the regional development 

(Horváth, 1998, 2001; Bolyán, 2002a). 

 

General aims of the Structural Funds: 

 Reduction of developmental differences and strengthening social and economic cohesion 

within the EU. 

 Increase the efficiency of the structural funds by strengthening the concentration and 

simplifying distribution (by narrowing priorities). 

 The boundaries of liabilities of the member states and the Community should be cleared. 

 

 Based on the principles of solidarity, equity and justice, the EU considers its major 

aim is to decrease regional inequity, development differences in its member states, regions 

and settlements, to improve the situation of underdeveloped regions, as well as to develop 

regions. These objectives since the EEC was established (1958) have become important 

due to the enlargement policy from the beginning of the 1970s, as the enlargement 

processes involve states being less developed than the EU average. As a result of this, the EC 

became heterogeneous in development, and due to the accession of Ireland and GB (1973), 

Greece (1981), Spain and Portugal (1986), 

 the total average of GDP per capita was 60% of that of the average of other member 

states in the second half of the 1980s; 

 the difference between the GDP levels of the ten most developed and less developed 

common market regions was one to five in ration; 

 difference in unemployment rations was between 4% and 25%; 

 population of the community increased by 18%, however, the increase of the 

unemployed people in number was 30%, that of earning their living by agriculture by 

36%; 

 residents in regions suffering from economic poverty has duplicated in number: 

every fifth resident lives in a region, where GDP is under the 75% of that of the EU 

average (Nowhere in Ireland and in the Mediterranean countries). 

 

The integrated feature of the application of this subsidy system means that structural 

policy aims the decrease of difficulties in given priority areas on the basis of a target 

framework built upon the coordination of different funds. As a result of this, during the 

utilization of Structural Funds and other EU subsidy programs, regions in member states have 

to follow principles, such as: 

 subsidiary, 

 decentralization, 

 partnership, 
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 programming, 

 additionality,  

 concentration,  

 monitoring and controlling,  

 competitiveness. 

 

In order to decrease the economic disadvantages, the lately joining countries expected 

compensation from the EC, and the reduction of major inequalities and the improvement 

of their situation began. To achieve a proper situation, the subsidy policy of the community 

had significance; this covered almost 40% of the total budget of the EC, majored by the 

Structural Funds.  

 

Structural Funds 

Important means of regional policy, as regional policy is one of the most important 

common policies in the EU that aims to decrease differences among regions are the 

European Social Fund – 1960 – (ESF) (supporting vocational training and 

retraining, job creation); – 1964 – (EAGGF) Orientation section; 1975 – European 

Regional Development Fund (ERDF); European Agricultural Guidance and 

Guarantee Fund, European Regional Development Fund (ERDF), and the FIFG. 

– Since 2005, according to 1290/2005/EC. on the finance of CAP,  the European 

Agricultural and Development Fund and the European Agricultural Guarantee 

Fund are separated. These together constitute the Structural Funds.  

 

In the poorest regions – mostly in the Mediterranean countries – the GDP per capita has 

increased from the yearly level of 55% of that of the EU average in 1988 to the 91% in 1998. 

Regions in Greece, Portugal, Ireland and Spain could spend a yearly sum of 100-200 million 

EUR on the enlargement of their economics. As a result of structural subsidies, during this 

decade, more than 2 million jobs were created or saved throughout the EU. The blooming 

direct offshore investments were doubled in value in Greece and tripled in Ireland compared 

to those values coming from EU supports. However, these were not even enough; in 1991 

another direct initiative was applied in order to make development more efficient.  

Another financial source for catching-up was the Cohesion Fund (1993). In the 

beginning of 1990s four Member States’ GDP (Ireland, Greece, Spain, and Portugal) still did 

not reach 90% of the Community average. Having seen that for catching up the poorest 

countries the regional level support was not enough, the establishment of the Cohesion 

Fund of 15 billion ECU was decided which would make possible large investments on 

infrastructure and environment protection at national level. In the new budget for 1994-99 it 

rose to 155.1 billion ECU, so the rate of development subsidies became 33.7% of the whole 

budget. 

The increasing significance of the structural and cohesion policy is also shown by the 

fact that the rate of the expenses of subsidies was 5% in the 70s, almost 10% in the 80s and in 

the second half of the 90s it was one-third. The Member States spent 0.46% of their total GDP 

on it during 1993-1999. The principles apply to all Member States aiming to implement the 

structural policy – subsidiarity, decentralization, additionality, concentration, 

programming, partnership, transparency – also required the modernization of national 

regional political organizations and bodies. In the Member States of the Union the consistent 

application enhances the efficiency of the regional developments and strengthened the 

cohesion. Recently, the new aid policy objective being formed, the development of the 

competitiveness serves the sustainable development of the regions. The structural and 

cohesion policies were counted as one of the most important achievements of the Union: due 
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to the strengthening and enlargement of the aid policy’s financial instruments in the transition 

from the 80s to the 90s the cohesion policy has become a success.         

 

Cohesion Fund 
This fund was established by the Maastricht Treaty (1993). It aims to support 

projects related to building environment protection and trans-European networks. 

Only the four poorest countries could be supported (Greece, Ireland, Portugal 

and Spain). After the Eastern enlargements (2004, 2007) the subsidies have also 

been extended to the newly joined 12 Eastern Central countries. The aim of the 

cohesion policy is to strengthen the economic and social cohesion of the 

Community and to reduce their economic and social shortfall in order to get over 

the backwardness of the less-advantaged regions. 

  

While the EU Member States increased their Gross National Income (GNI) per capita by 

50% between 1973 and the millenary, Ireland tripled it and since its accession it came up 

from 57% to 100% of the Community average. Spain and Portugal have reached 70-75% of 

the Union’s developed countries’ average since the 80s, and the date of their total close-up is 

near. In the decade of 90s the poorer countries of the Union achieved 10% surplus growth by 

the EU-subsidies. In the meantime the EU – also by the globalisation – has become a large 

economic factor (15 states, 370 million residents, 7 trillion dollar GDP). Under these 

circumstances the European Community has become an economic power which means that: 

 it is an equal partner for the USA; 

 the European interest groups are holding 60% of the American foreign direct investments 

in their hands, while reverse this rate is only 50%; 

 from the world’s foreign capital investment the EU has 39% and the USA has 21%; 

 among the world’s leading multinational companies the weight of the EU is the same as 

the USA’s. 

 

Hungary joined with nine other Central and Eastern European countries in 2004, 

Bulgaria and Romania became part of the strong European integration in 2007, which pooling 

27 countries and 500 million people today, represented a huge market, while the EU 

population increased from 380 million (EU-15) to 450 million (EU-27) and in case of EU-27 

to 487 million (Baranyi, 2006). 

After the second, Eastern enlargement the conditions of the Union aid policy 

became stricter, the funds decreased compared to the previous years, the enlargement created 

a new situation which main characteristics for the budgeting period of 2004-2006 are: 

 The difference in the level of development between the new and old Member States are 

larger than ever before. Ireland and the Mediterranean countries reached 60% of the old 

members’ income level at the accession, while the new Member States achieve almost 

40% of the old countries’ level. 

 The level of economic productivity is half of the EU-15 level. By the accession of poor 

performance new countries the average of GDP per capita decreased by 15%. 

 The total amount of wages is far below the Union’s average. 

 The EU has already undertaken within the Framework of the Common Agricultural Policy 

that it will give the same agricultural and development aids as for the underdeveloped 

regions before. 

 The new Member States were also excluded from the freedom of movement for workers. 
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Among others, it is a consequence that the poorer part of the integrating Europe suffers 

from the globalisation and the close-up is long for the newly joining Eastern countries, it will 

even last for more decades (Baranyi, 2006).      

The situation after the Eastern enlargement can be characterized by the expression of 

‘more new members, less subsidy’. It is known that from 2002 six new Member States were 

about to join which would also get cohesion subsidies and by 2006 they would have got 39.58 

billion euro in the form of structural aids. However, the Member States decided that they 

would accept 10 countries from 2004. Subsidies of 2002-2003 were not regrouped after that 

so instead of six countries 10 countries had to divide the same amount of development 

subsidy. At the same time, it was a fear that the newly joined poor countries would need more 

money and then the enlargement would be very expensive for the developed Member States, 

the central budget was maximised to 1.27% of the Union’s GDP. For the regions that fell out 

of the supported circle a transitory aid was given. Parallel to this, 3.12 billion euro was 

separated annually for the applicant states in the form of pre-accession aids (PHARE, ISPA, 

SAPARD). The final amount of aid became 22 billion euro, so in the new Member States the 

amount of structural aids per capita was only 68% of the previous Member States’. 

The subsidies’ differentiations in magnitude shows that the Member States were 

granted with 213 billion EUR from the funds in the budgeting period of 2002-2006, and the 

new Member States got only 21.8 billion EUR from 2004. Besides, from the agricultural fund 

5.1 billion EUR can be spent on rural development objectives. By the way, in the original 

budget no money was separated for direct agricultural subsidies of the new Member States. 

Since the farmers of new entrants will also receive one-fourth of the agricultural producers’ 

aid in the old Member States, in the next three years the accession countries got 41 billion 

EUR subsidy on the whole (Bolyán, 2002a). 

However, the new Member States also participated in the acceptance of the budget for 

2007-2013, so these rates were significantly modified. The financial plans for 2007-2013 

meant new challenges in the EU aid policy. The determined changes in the financial 

perspectives observe four priorities: 

 the sustainable development – competitiveness, cohesion (for the sake of growth and 

development);  

 to preserve and manage the natural resources;  

 to apply the values of the citizens, the freedom, the security and the law; 

 the global partner-role of the EU. 

 

3.3. European Union, the „Europe of the Regions” 

 

One of the most important declared strategic objectives of the regional policy of the 

European Union – in which Hungary is a full member since 1 May 2004 – is that in 

connection with the principles of solidarity, fairness and justice, a particular attention shall be 

given to reduce the differences in the development of the Member States and their regions and 

settlements, in general to close up and develop the underdeveloped areas, to cooperate more 

intensively economically and to establish the European integration, ultimately to strengthen 

cohesion and the sustainable development of the regions. The Community spends almost 40% 

of its budget on reducing spatial differences, developing and closing up regions depending on 

the development state of Member States and their regions (Baranyi, 2008b).  

 In the Member states of the European Union the consequential application of the 

Community principles – subsidiarity, decentralization, additionality, concentration, 

programming, partnership, transparency, competitiveness - in the EU’s regional policy 

ensures the efficiency of regional development, strengthens cohesion in the spirit of solidarity 

which essential precondition is the modernization of national regional spatial political 
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organisations and bodies. The achieved success of the common regional and structural policy 

is also indicated by the fact that the regional differences are appreciably decreasing among the 

economic, income and provisioning indices of the underdeveloped and more developed areas. 

In the previously underdeveloped regions – primarily due to the support of Structural Funds 

and Cohesion Fund – clearly visible development can be seen, the declining industrial areas, 

small areas and settlements are growing and increasing (Horváth, 1998, 2001). 

 In respect of the regional development policy, the circumstance created a quite new 

situation that in the first round of the Eastern enlargement (2004) with the accession of lower 

performance new Member States the GDP per capita average of the Union decreased by 13%. 

This index deteriorated further when Romania and Bulgaria joined the EU in 2007 which 

economy was far below the average, so there is a danger that the regions that were supported 

before can be sidelined from the Structural Funds aided areas. In the European Union with 27 

Member States by now, primarily those regions could apply for the regional development aids 

in which the gross domestic product per capita in purchasing power parity would remain 

below 75% of the Union average. 

 The situation after the Eastern enlargement further requires from the newly 

associated states the expected regional approach and practice in the European Union and the 

more efficient follow and application of the European Union’s principles in the regional aid 

policy in the new budgeting cycle for 2007-2013. Therefore, an essential condition of the 

accession to the EU was to strengthen the medium-level institutions of the spatial 

development in order to organise the statistical regions, to create the regional and county 

spatial development programs in the framework of national development plans for the period 

of 2007-2013 and the institutions concerned could prepare to implement them so as the 

central coordination could evolve, and the responsibility and concrete action program for the 

recourse of the  EU support funds could be clarified. 

 The reduction of regional differences was defined as an objective in the Single 

European Act of 1986 – as the principal legal basis of the Community – which came into 

force on 1 June 1987 and the Maastricht Treaty signed on 7 February 1992 in Maastricht 

and after the ratifications in the Member States it came into force on 1 November 1993 

strengthened the principles of the Union cooperation and made a proposal to organise the new 

financial fund strengthening the cohesion of the European Community. Aligning to this, the 

EU’s Nomenclature of Territorial Statistical Units (NUTS) – taking the expectations of the 

EUROSTAT into account – a common system of classification of the regions has been 

created with the objective of having a common territorial classification could be possible 

statistically for the EU, which is the most suitable method to examine the regional problems 

and economic capacities of the Community, to harmonize and concentrate the financial 

support funds. 

 The system elaborated by the Eurostat differentiates three regional (NUTS 1-3) and 

two local (NUTS 4-5) levels which does not have direct legal basis, but the No. 2052/88. EC 

Council Regulation on the tasks of Structural Funds considers these territorial levels to 

determine the objective areas at the allocation of funds, these are the bases for the regional 

statistical data collections and the regional economic-social plans and analyses (Baranyi, 

2008b).     

Based on the changes the territorial levels have changed: 

 NUTS 0 – Member State, regardless of its area (so Germany, Hungary and Luxembourg 

are also NUTS 0) 

 NUTS 1 – groups of provinces or regions, except Germany where this is the level of 

states. In Hungary there  are three country parts, Central Hungary (Budapest and county of 

Pest), Transdanubia (Western Transdanubia, Central Transdanubia and Southern 
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Transdanubia), Eastern Hungary (Northern Hungary, Northern Great Plain, Southern 

Great Plain), 

 NUTS 2 – provincial or regional level (In Hungary there were seven planning and 

statistical regions in 1998). 

 NUTS 3 – county (In Hungary 19 counties + capital city). 

 NUTS 4 – level of small areas (In Hungary there were 150 so-called statistical ones till 

2003, from 2004 there were 168, and from 2007 there were 174 complex small area 

associations). 

 NUTS 5 – settlements (there are 3154 settlements in Hungary). 

 

The most important territorial mid-level of the European regional aid policy is the 

NUTS 2 level, which population limits are between 800 thousand and 3 million people. 

According to No. 1059/2003 EC regulation (26 May 2003) of the European Parliament and 

Council the first three hierarchic levels of NUTS classification should be within the next 

population limit (Table 3.1). 

By the continuous enlargement of the European Union and the accession of countries with 

differences in their development, more and more the equalization of the developmental 

differences and the harmonization of economic policy and funds came into the foreground. Thus, 

it was necessary to establish a common territorial statistical system which gives the basic 

background for the community level regional policy. Later, in the budgeting period for 2000-

2006, the reform of the cohesion policy (AGENDA 2000) and by the introduction of Community 

Initiatives the Structural Funds and other financial instruments served primarily the 

implementation of three priority objectives: promoting the development and structural application 

of the underdeveloped regions (Objective 1); supporting the economic and social restructuring of 

regions having structural problems (Objective 2); supporting the correction and modernization of 

education, training and employment policies (Objective 3).          

 

Table 3.1: The average sizes of first three regional levels according to the number of 

population in NUTS classification 

Level Minimum Maximum 

NUTS 1 3,000,000 7,000,000 

NUTS 2 800,000 3,000,000 

NUTS 3 150,000 800,000 
Source: own edition 

 

In order to implement the highlighted objectives, the regional level units have twofold 

function, task in the European Union: on the one hand they help to reduce the regional 

differences and to catch up the underdeveloped areas, to enhance their competitiveness; on the 

other hand they ensure the intermediation between the central and local (i.e. settlements) 

tasks, the organization of the regional, territorial services and the reduction of differences 

among the local units (Baranyi, 2006; Káposzta ed. 2007).   

 

3.4. The Regional Aid Policy of the European Union 

3.4.1. The Conception and Development of the Regional Aid Policy 

 

In the Roman Treaties (1957/1958) regional aid policy was not a common objective; the 

Treaty only defined the requirement of the Member States’ harmonious economic 

development. The Roman Treaties founded the European Economic Community and the 

European Atomic Energy Community, which was signed on 25 March 1957 and it was put in 



 34 

force on 1 January 1958. The document founding the European Economic Community (EEC) 

is far more important. The organisation operating from 1 January 1958 made possible that by 

promoting the concentration of the Member States to contribute to the strengthening of 

welfare and the European integration process. In this respect, in the introduction of the treaty 

the most important objectives of the European integration were defined (e.g. the integration of 

European folks, the economic and social development of the countries, increasing the 

employment and welfare, preserving peace and freedom) (Horváth, 2001; Madari ed. 2001). 

 The regional aid policy was not involved in the Roman Treaty; it was 

understandable at that time, because the founded European Economic Community – except 

the Southern Italian areas – could be considered quite homogeneous in their economic 

development. In the 60s the community support of less developed regions was executed 

through the preferential loans of the European Investment Bank (the common bank of the 

EU Member States which aim is to support important EU investments) and the agricultural 

aid policy. 

 In the early 1970s the monetary union’s concept in the Werner-plan (the first plan of 

the European economic and monetary union – 1970), the first enlargement and the 

consequences of the economic crisis drew the increased attention to the fact that for the 

smooth operation of the common market the support of underdeveloped regions was also 

needed. As a result, the European Regional Development Fund (ERDF) was established 

within the European Economic Community (1958) to reduce the regional and economic 

differences. The aim of its establishment was: 

 to reduce the differences in territorial, regional development; 

 to supplement the activity of the previously established two funds – the European 

Social Fund (1960) and the Orientation Section of the European Agricultural 

Guidance and Guarantee Fund (1964) – on the place of the latter, two new funds were 

established according to the Regulation No. 1290/2005/EC on the financing of the 

Common Agricultural Policy (CAP): European Agricultural Guarantee Fund (EAGF) and 

the European Agricultural Fund for Rural Development (EAFRD). 

 

Concerning the place and weight of regional aid policy within the community policies, 

a significant change was brought by the accession of Mediterranean countries (1981 – 

Greece, 1986 – Portugal and Spain). The reason is that after the southern enlargement of the 

EC the economic differences among the Member States increased significantly. By the 

accession of three countries the population of the EC increased by 22%, but its GDP 

only by 10%. Its consequence is that the EC became a quite heterogeneously developed area, 

where the ten most developed regions had three times higher GDP than the ten most 

underdeveloped. However, the less developed countries emphasized at the accession that for 

the reduction of their disadvantages they expected compensation from the Community. 

   However, the narrow sources of the European Regional Development Fund and the 

aid mechanisms unsuitable for comprehensive activities limited the opportunities for regional 

development before the enlargement of the European Community as well. This provoked the 

regional aid reform started in 1985 which end was the one year later accepted Single Act re-

establishing the common regional development system. The Single European Act is document 

which further developed the previous Treaties of the EC and it is the principal legal basis of the 

European Community. It was signed in 1986, but it came into force on 1 June 1987. The 

expression of ‘single’ indicates that it regulates the framework of the EC and the European 

political cooperation since 1969. In essence – since the Single Act supplementing the roman 

Treaty declared the economic and social cohesion as the objective of the Community – this 

meant the recognition of the regional aid policy as a common policy. The new dimensions of 

the Structural Aid System were formed this way (Madari ed., 2001).    
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Ensuring the regional structural transfers was justified by some effects of the 

European integration: 

 Some community policies, objectives could induce regional differences themselves, which 

would appear as rightful compensation needs. 

 For the less developed countries the switch to a higher integration level can mean more 

serious difficulties than for the developed states (therefore the former can have rightful 

compensation needs to support their preparations for some structural funds). 

 In correlation with these, a significant degree of structural aids concentrate on the 

development of infrastructure (their establishment can create equal frame conditions in 

some Member States of the integration). 

 The equalization of infrastructural conditions further contributes to the stronger cohesion, 

homogeneity of the integration (which is the interest of all Member States, since the 

greater unity makes possible the better utilization of the integration advantages).    

 

The most important result of the regional, structural aid policy’s reform started in the mid 

1980s was that: the coordination opportunities for the different funds were established; the 

gradual transition from the independent project financing system to the program-oriented aid 

system executing more complex developments took place; by the reform of the Structural Funds 

comprehensive objective systems were set out for the funds. 

As a new phase the aid policy building on Structural Funds was broadened with a new 

fund (Cohesion Fund) in 1993 which was originally established to promote the preparations of 

the economically underdeveloped countries (Greece, Ireland, Portugal, Spain) for the monetary 

union. The Cohesion Fund was established by the Maastricht Treaty. It aims to support projects 

related to building environment protection and trans-European networks. Only the four poorest 

countries can be supported (Greece, Ireland, Portugal and Spain), which was later extended for 

the new Member States. The amount of the Fund was determined to 18 billion EUR for the period 

of 2000-2006. The aim of the cohesion policy is to strengthen the economic and social cohesion 

of the Community, to harmonious development of the whole Community and especially to reduce 

the differences among the regions in order to get over the backwardness of the less-advantaged 

regions. The Cohesion Fund of the Community serves this objective (Madari, ed. 2001). 

The increase in the significance of the structural and cohesion policy is shown that its 

weight in the community expenses, in the common budget has been raised dynamically: the rate 

of the expenses on subsidies was 5% in the 70s, almost 10% in the 80s and in the second half 

of the 90s it was 33% of the community expenses. The Member States spent annually 0.46% 

of their total GDP on it during the budgeting period of 1993-1999. As a result, the structural 

and cohesion policies were counted as one of the most important achievements of the Union: 

due to the strengthening and enlargement of the aid policy’s financial instruments in the 

transition from the 80s to the 90s the cohesion policy succeeded to prevent the further 

deepening of the regional differences. The implemented programs of the European Union 

contributed to: the development of the regions; the formation, recreation of the cross-border 

regions; more intensive cooperation of the compatible areas; the alignment of the Union’s 

citizens from different nations. 

As the biggest result of the regional aid policy, it has been proved that the European 

Union is able to operate similar to the federative confederations, so to re-divide the 

significant incomes for the regions most in need. All these further strengthened the solidarity 

among the Member States, regions and the cohesion of the integration. Federalism is a 

principle which means that in a confederation the member states do not give up all of their 

power. An advocate of the federalism is the Federal Republic of Germany which is also based 

on federalism (Horváth, 1998, ed. 2000).                   

 Main results of the structural and cohesion policy: 
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 the advantages of the Union membership were revalued for the regions, countries located 

on the internal and external peripheries of the EU. 

 The Community support measures to poorer areas, Member States mean a huge 

attractiveness for the enquiring Central-Eastern European and Southern European 

countries. 

 However, the accession of the latter states is a huge challenge for the structural and 

cohesion policy of the EU, because the admission of very underdeveloped countries from 

the EU development average requires not just the increase in the involved financial 

sources, but endangers the previous beneficiaries of the financial sources concerning the 

amount of aids.     

 

3.4.2. Comprehensive Objectives and Funds for Financing the Structural Policy 

 

The previous southern and planned eastern enlargements of the EU and the continue of the 

regional aid policy’s compatibility were the aim of the Agenda 2000 reform package’s 

provision on structural and cohesion funds accepted in Berlin in March 1999, which reformed 

the financing system of the structural and cohesion policy from 2000. The common structural 

and cohesion policy were implemented via the Structural Funds and the independent 

Cohesion Fund which was established in 1993. Perhaps the biggest results of Agenda 2000 

are the decisions on the reform of structural and cohesion policy, because they wanted to 

make the utilization of community subsidies more efficient not only by building on the 

previous experience, but they ensured the enlargement in a way that in the meantime the 

available funds for the present Member States were not reduced. In the course of the 

accession of Mediterranean countries they had to align to the changed circumstances when 

setting the new objectives, bounding the target areas to be supported and the instruments to be 

applied. 

The most important objective in order to strengthen the economic and social cohesion 

the Structural Funds support: 

 harmonious and sustainable development if the Community’s economic activity, 

 the assurance of competitiveness, 

 high level of employment, 

 equal opportunities for men and women, 

 high level protection, repair of the environment. 

 

Structural funds are the summarizing name for four financial funds, built up as it 

follows:  

 European Regional Development Fund (ERDF), the first numbered financial fund for 

all the regions with backward conditions or are in structural troubles caused by economic 

and social transformation. 

 European Social Fund (ESF) that is used for the operation of EU employment strategy.  

 Financial Instrument for Fisheries Guidance (FIFG) that assists for the structural 

development of agricultural and fisheries, however it also finances some rural 

development tasks. 

 Guidance Section of the European Agricultural Guidance and Guarantee Fund 

(EAGGF) – it was divided into two parts in 2005: European Agricultural Guarantee Fund 

(EAGF) and European Agricultural and Rural Development Fund (EARDF) – that 

contributes to the operation of CAP by improving efficiency of production, marketing and 

potentials of local agricultural production. 
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The boundary of regions and other territories for support is based on the classification 

of regions, the Nomenclature of Territorial Units for Statistics (NUTS) that is build up by 

the EU Statistical Office (EUROSTAT) accompanied by the national statistical offices. Since 

then, the mass of subsidies were effectively concentrated on backward regions, where the 

GDP per capita is 75 percent lower than the EU average. Regions with transforming industry 

and service sector; or agrarian areas with depressing population; or urban areas with 

disadvantages; or depressed areas dependent on fisheries all considered being regions in 

economic and social transformation. Therefore, the Community concentrated on territories 

with less favored conditions that are nominated by the member states, too. Two third of the 

yearly budgetary must have been concentrated on regions with less favored conditions. By the 

integrated viewed development, measures have to concentrate on the level of regions, in line 

with: 

 the rules on operation of different funds,  

 the priorities of the Community,  

 the economic and social policies of member states, 

 the employment strategies and, first and foremost the regional policy in member states. 

 

European Council had an extraordinary session on 24-26
th
 March, 1999, in Berlin. The 

major objective of this event was the closure of debate on AGENDA 2000. Some of the cardinal 

points of this document were the strengthening of economic and social cohesion inside the EU, 

the financial concentration of structural (subsidy) policies, the improvement of its efficiency.  

The continuous enlargement of the EU, the joining of countries at different development 

stages caused the increased need for balance of differentiations in development, the 

harmonization of economic policies and financial resources. For this reason, the creation of 

territorial statistical system uniform at EU level was necessary. This is the basis for suitable 

regional policy in the EU. Later, above all in the programming period of 2000-2006, after the 

reforms on cohesion policy (AGENDA 2000) and the introduction of Community Initiatives, 

the Structural Funds and other financial instruments primarily focused on the realization of 

three highlighted objectives: developing regions backward in development and helping their 

structural adaptation (objective 1); support for conversion of economic and social structure in 

regions with structural difficulties (objective 2); support for the improvement and 

modernization of education, training and employment policies and systems (objective 3). In 

order to achieve these objectives, the region level units have two functions in the EU: on the one 

part, they are helping tools in moderation of regional level differences, the redevelopment of 

backward territories, the improvement of their competitiveness, and, on the other hand, they 

provide the mediation between the central and local (settlement level) administrative tasks, the 

organization of regional services and the moderation of local differences inside the region. 

Important elements of structural subsidy policy financed by the economic and social 

cohesion, as a summarizing name for common funds of the EU are the community 

initiatives. After the reform of subsidy policy in 2000, he most important means of 

development policies in the EU are the Structural Funds, the strongly connecting Community 

Initiatives and the Cohesion Fund. As a result of changes coming from AGENDA 2000, the 

Community Initiatives are built up from sources as it follows: 

 INTERREG III – financing cross border, interregional among regions and countries, as 

well as trans-national programs; 

 URBAN II – financial assistance to cities and depressing urban areas, small and medium 

sized towns, that have significant economic and social troubles; 

 EQUAL – subsidies for training and education in order to battle with discrimination on 

the labor market and inequality; 
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 LEADER+ – development and finance of new local strategies for rural development and 

sustainable development; 

 Innovative Actions – financial support for R&D&I developments (Bolyán, 2002a). 

 

The financial background of the EU regional policy is a mixture of several 

resources. It is especially true for the Structural Funds as the main source of regional 

(structural) policy, that had four significant pillars (ESF; ERDF; EAGGF; FIFG) at the 

beginning, but after AGENDA 2000 it was getting more types of financial resources. In spite 

of their separation, these resources can create a coherent system for realizing development 

objectives (Figure 3.1.). 

 

 
Figure 3.1.: Financial Funds for Regional Policy in the European Union, 2000–2006 

Source: Bodó, 2004. 

 

The strategic role of structural policy can be seen by its significance in the EU 

budgetary: its ration within the expenditures was 4.8 percentage in 1975, already 8.1 

percentage in 1998, while at the end of the 1990s, it covered one third of the total EU 

budgetary. The relative ratio of agricultural subsidies compared to regional policy decreased 

significantly in the past two decades, from ration of 10:1 to 1.3:1 (Table 3.2.). 

 

Table 3.2.: Expenditures in EU Budgetary, 1994–2006 

 

Issues 1994–1999 2000–2006 Yearly average 
Billion 

ECU 

% Billion 

ECU 

% Billion 

ECU 

% 

Agricultural policy 220.3 47.8 329.2 44.1 42.3 45.6 

Structural actions 155.1 33.7 275.0 36.9 33.1 35.7 

Internal affairs 27.6 6.0 51.0 6.8 6.1 6.6 

Foreign policy 28.5 6.2 49.9 6.7 6.0 6.5 

Administration 22.2 4.8 35.6 4.8 4.4 4.7 

Reserves  6.7 1.5 4.8 0.7 0.9 0.9 

Total 460.4 100.0 745.5 100.0 92.8 100.0 
Source: Annual Report of the CEC Agenda 2000. 

 

Financial sources (Table 3.3.):  

 Structural Funds 

o European Regional Development Fund 
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o European Social Fund 

o European Agricultural Guidance and Guarantee Fund (Guidance Section) 

 Financial Instrument for Fisheries Guidance  

 Cohesion Fund  

 Community initiatives 

 

Table 3.3.: Distribution of Financial Sources For Regional Development, 1994-1999 

 

Source Sum 

billion ECU 

Distribution 

% 

European Regional Development Fund 67.6 43.6 

European Social Fund 39.0 25.1 

European Agricultural Guidance and Guarantee Fund 20.5 13.2 

Financial Instrument for Fisheries Guidance 2.5 1.6 

Structural Funds 129.6 83.5 

Cohesion Fund 12.7 8.2 

Community initiatives 12.8 8.3 

Total 155.1 100.0 
Source: The Impact of Structural Policies on Economic and Social Cohesion in the Union, 1989–1999. Brussels, 

European Commission, 1997. 

 

In the beneficiary regions, according to the principle of overall objectives, Council of 

Europe determined the objectives of Structural Funds in a given budgetary period. In the reform 

period of Structural Funds in 1988, objectives providing the target for utilization of Structural 

Funds till AGENDA 2000 were determined (Table 3.4.).  

 

Table 3.4.: Population in beneficiary areas and subsidies from Structural Funds, 1994-

1999 

Beneficiary area 
Population Subsidy 

Million capita % Million ECU % 

1. target group 92.16 2.50 93.9 72.5 

2. target group 60.47 16.4 8.7 6.7 

3. target group ... ... }13.9 10.7 

4. target group ... ...   

5. target group 32.75 8.8 12.0 9.3 

6. target group 1.29 0.4 1.1 0.8 

Total 186.67 50.6 129.6 100.0 
Source: First Report on Economic and Social Cohesion. Brussels, European Commision. 1996. 

 

The six target groups were as it follows: 

 target group 1: financial assistance to underdeveloped regions, where the sum of GPD per capita 

is under the 75% of the EU average., their economics is weak, the unemployment ration is high. 

 target group 2: financial assistance for depressing regions, where the structure of the 

industry is obsolete, most commonly its basis is the heavy industry. By the end of 1999, 7-

9% of funds were used for this target. After the reform period, the Community makes 

efforts to use the sources on the most significant troubles. During selection, when 

evaluating the structural problems, total and long-term unemployment rations are 

considered being at the first place. Member states have to participate in listing the most 
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disadvantaged region. Regions neighboring others in target group 1 or 2 can also be 

involved in this group, if their economic and social troubles are increasing because of 

population ageing or increasing level of unemployment due to the transformation of key 

sectors, whether they are industrial, agricultural or service types. However, regions can 

only be involved in target groups 1 or 2. 

 target group 3: financial assistance for long-term programs, which moderate 

unemployment of the youth, mainly in regions where the ration of the youth is extremely 

high.  

 target group 4: financial assistance for vocational retraining of workers and adaption to 

changes. 

 target group 5: financial assistance for modernization of agriculture and fisheries, partly 

in agricultural regions, partly in rural areas with moderated development levels, high 

levels of agricultural employment, demographic erosion and disadvantaged geographical 

arrangement, weak city network.  

 target group 6: financial assistance for adaption of regions with low population density 

(under 8 inhabitants per km
2
), only Scandinavian regions are involved in this category. 

3.4.3. Transformation of Structural and Cohesion Policies – Agenda 2000 

 

During the enlargement process in the period of 2000-2006, the EU had to find solution for this 

complex problem. The best way to answer the question was the Agenda 2000 that was totally 

acceptable for new and already existing member states and, on the other hand introduces reforms 

that saved the EU budgetary. The major fundamentals of this new reform package were laid down 

by Agenda 2000 published by the European Commission in 1997. Finally, the presidents and prime 

ministers of the member states adopted the new frames of Structural and Cohesion Policies as a 

crucial point of Agenda 2000 at Berlin Summit, 24-25
th
 March, 1999. At that event they also made 

decision on budgetary for this objective in the period of 2000-2006. Agenda 2000 is the EU strategy 

for economic enlargement, the strengthening of world competitiveness, as well as for the the 

improvement of efficiencies of employment situation and major common policies, and finally for 

the extension of Eastern borders of the Community. The Community already faced the situation, 

according to that policy reforms cannot be realized while ignoring Eastern enlargement and 

financial limitation (Bolyán, 2002a). 

The program package evaluated the preparedness of the ten pre-accessing Central and 

Eastern European countries. The document suggested starting the accession negotiations with 

the five most prepared ones, such as Hungary, Poland, Estonia, Czech Republic and 

Slovakia, and this group was complemented by Cyprus. The document determined the EU 

budget at 75 billion ECUs for enlargement in the period of 2000-2006 (Table 3.5.). 

 

Table 3.5.: Extra Costs of Enlargement in EU (million EUR) 

 

Identification 2002 2003 2004 2005 2006 

Agriculture 1 600 2 030 2 450 2 930 3 400 

Structural Funds 3 750 5 830 7 920 10 000 12 080 

Internal policies 730 760 790 820 850 

Administration 370 410 450 450 450 

Total 6 450 9 030 11 610 14 200 16 780 
Source: www.europa.com/eu/inz/comm/council 

 

Agenda 2000 presented three major challenges the EU: 
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1. Strengthening the EU and making common policy reforms that make the enlargement 

possible and meet the requirements for sustainable development, high level of 

employment and improving living standards.  

2. Starting the accession negotiations with most prepared voluntary countries.  

3. Finding the best way to finance the enlargement in order to use it as an advantage for the 

EU and the improvement of internal policies (Bolyán, 2002a; Forman, 2004). 

 

Strengthening the EU was primarily based on the reform of common institutions. 

Key elements of the institutional reform are:  

 Strengthening the awareness of “Europe of citizens” by democratization of decision 

making, subsidiarity, the increase of capability to be involved in decision making.  

 The Treaty of Amsterdam confirmed the statuses and jurisdictions of the Commission and 

its President in order to increase efficiency.  

 As a compensational action, means and jurisdiction of EU Parliament that controlled EU 

Commission were extended. 

 

Four major priorities to further development of internal policies aiming the seed up 

of economic growth, the enlargement of employment, as well as the improvement of living 

standards were developed: 

1. Creating the preconditions for sustainable growth and high level of employment. Getting 

closer to the economic and monetary union, the task of the Community is to assist stability, 

market efficiency and investments. The objective is to encourage economic growth and job 

creation by maximum exploitation of the common market. In order to achieve this, the 

improvement of operation conditions for small and medium sized enterprises, the built up of 

trans-European networks, primarily to the direction of Eastern-Europe are considered being 

essential. 

2. Support for knowledge-based policies, in order to give a strong impetus to the 

Community in the fields of research and engineering, and education and training. To serve 

this objective, the cross-border mobility of the youth inside the EU and the development 

of institutions for information society are supported.  

3. Modernization of employment systems that makes possible the economic growth, the 

improvement of the competitiveness and the creation of new jobs. This contains the 

reforms of pension- and healthcare insurance systems, as well. 

4. Improvement of living conditions includes the ambition to increase the number of 

beneficiaries of economic growth. Public health and the better operation of environmental 

regulations are getting greater attention. The integration of environmental considerations 

into the planning and operation of all common policies is improved. The aims of 

increasing living standards cover the improvement of mobility, internal safety and judicial 

institutions. 

 

The increasing economic and social cohesion will be assisted by the improved 

efficiency of Structural Funds. After the Eastern enlargement, the major challenge for the 

EU will be the creation of cohesion, as the GDP per capita in pre-accessing countries is about 

30 percent of that of the EU average. Resource concentration and increased efficiency are 

traceable in the numerical decrease of objectives (Figure 3.2.). 

The up to date first objective assists further development, structural transformation, the 

realization of regional policy aims in the most disadvantaged regions. Considering its target areas, 

it covers the earlier objectives 1, 6 and partly 5. As a conclusion of this, the budget for objective 1 

– that is 69.7% of the total budget for Funds – can provide support to regions, where the GDP per 
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capita is lower than the 75% of the EU average, moreover, to the farthest overseas regions as well 

as sparsely populated Northern areas (Bolyán, 2002a; Forman, 2004). 

The valid second objective serves as a support for economic and social conversion in 

regions struggling structural transformation. This cover areas, where significant industrial, 

social conversions are at present in the industrial and service sectors, and moreover, where 

underdeveloped areas facing depressed agricultural, urban and fishery-dependent areas can be 

observed. As a conclusion of this, this objective combines the earlier second and fifth 

objectives, and furthermore, it compliments them. Support to solve unemployment, especially 

the long-term unemployment is highlighted. The new second objective is financed by 11.5% 

ration of the total budget for funds, and the payments can cover only a maximum 18% of EU 

inhabitants.  

The new third objective that combines the earlier third and fourth objectives assist for 

the adaptation and modernization of educational, training and employment systems and 

policies, but still in areas that are not involved in objective 1.  

Depending on the number of targeted inhabitants, each of the member states gets a 

given part of the determined financial budget of objective 3. The significance of this is the 

fact that all member states including the richest ones as well can get financial assistance from 

the Structural Funds and according to this message, an increased ownership of the funds can 

be developed in the total EU population. 12.3% of total budget for funds goes to objective 3 

(Table 3.6.). 

 
Figure 3.2.: Objectives supported by Structural Funds 

Source: own edition 

  

Table 3.6: Structural Funds in operating objectives in the period of 2000–2006 

 

 ERDF ESF EAGGF FIFG 

Objective 1 X X X X 

Objective 2 X X X X 

Objective 3  X   
Source: own edition 

 

Task coming from the objectives are financed from the Structural Funds, the Cohesion 

Fund and the community initiatives. After the introduction of Agenda 2000, Structural Funds 

saved their form, but community initiatives like objectives were concentrated. Among the 13 
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programs operated in 1999, one document part introducing the Steering Committee of 

Common Initiatives and another one listing the programs only the interregional, the rural 

development programs remained and others for struggling inequality. 5% of expenditures 

inside Structural Funds have to be spent on community initiatives.  

It was also an important question how to manage the effects of enlargement on 

member states. While the expenditures of the funds were always concentrated on the first 

objective, regions with GDP per capita under 75% of EU average got much of the support. 

Due to the enlargement, many of these regions achieved this threshold, and so they shall not 

qualify for earlier support. In order not to decrease the income dramatically and immediately, 

the European Commission suggested to open temporary application sources for these regions. 

For example, the intension level of temporary supports for regions, where the previous 

supports have been closed in 1999 is having been gradually decreasing and even ceased 

finally in 2005. 

After a long debate, Agenda 2000 kept the Cohesion Fund in unvaried form for the 

period of 2000-2006. This fund was originally established for environment, transport and traffic 

infrastructural investments in countries where the GNP per capita is below the 90% of the EU 

average. Among the four concerned member states, Greece, Ireland, Portugal and Spain the latter 

three ones joined the group of countries establishing the monetary union in 1999. At that time, 

several member states have suggested that these three countries have been no longer qualified for 

financial support of this Fund. However, as a result of the pressure coming from the concerned 

governments, the Council of Europe finally decided not to follow this suggestion. Due to these 

and more over to the Spanish claims, the budget of the Cohesion Fund has been extended to the 

limit of 18 billion EUR from the previous 15 billion EUR in the period of 1993-1999. However, 

considering the already achieved development level and changed macro-economic conditions, the 

sources are shared among euro zone countries on the basis of development levels achieved in the 

previous period. The year of 2003 was the first time, when the group of countries for Cohesion 

Fund was revised considering the 90% of the average GNP level. The budget of the fund 

proportionally decreases when a country gets out of this beneficiary group.  

Agenda 2000 also laid down the maximum intension levels of community financing 

for structural and cohesion supports. According to this, the maximum ration of community 

financing for a given project connecting to objective 1 in Structural Funds is 75% of the total 

budget from 2000 (for beneficiaries of Cohesion Fund it is 80-85%), for others connecting to 

objectives 2 and 3 it is 50%. The ration of community financing of Cohesion Fund remained 

81-85%. In order to limit the support per member state, a new rule has been initialed: the total 

yearly country-level income from Structural and Cohesion Funds cannot exceed the amount 

of 4% of the country level GDP. 

In the budgetary period of 2000–2006 the European Commission increased the European 

level of community initiatives furthermore in order to balance the aims of the structural policy and 

the community initiatives even in a better way. In order to utilize the financial means more 

efficiently and concentrated, the number of initiative has been decreased to four: INTERREG 

(cross-border, interregional cooperation), URBAN (economic / social renewal of cities and urban 

areas), LEADER (rural development) and EQUAL (international / interregional cooperation for 

fighting against labor market discrimination and social discrimination). The total budget of 

programs is 10.44 billion euro that sum covers 5.3% inside Structural Funds. It has to be 

highlighted that taking the enlarging possibilities of INTERREG into consideration, the EU 

seriously concerns the importance to develop the cooperation with pre-accession countries further. 

In the EU regional policy the application and usage of the given financial means 

already connects to different regional and local regional development (NUTS 2) levels. 

Cohesion Fund provides financial support sources for country parts or groups of region (NUTS 

1), Structural Funds, primarily due to objective 1, target the great regions (NUTS 2), however, 
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due to objective 2, also target the smaller territorial units, such as the counties (NUTS 3). 

Community Initiatives – for example INTERREG – are for counties (NUTS 3), the LEADER is 

for sub-regions (NUTS 4), while others, such as the URBAN focuses on settlements (NUTS 5). 

Among others, considering the eastern enlargement of the EU, new situation was 

emerging that resulted in important changes in structural policy after the millennium. The 

enlargement process had several effects on the future of structural and cohesion policies, so 

problem solving had to be in a hurry. The major results of the reform package AGENDA 

2000 is considered being the decisions on reforming the structural and cohesion policies. A 

major reform feature is that the more effective utilization of community supports was wanted 

to achieve not only on the basis of previous experiences but also on the basis of balancing the 

enlargement possibilities and the financial budget frames for already existing member states 

(Bolyán, 2002a). 

 

3.5. Changes in EU Subsidy Policy in the Period of 2007-2013 

 

In the present planning and budgetary period of 2007–2013 some significant changes 

occurred in the EU subsidy policy, which connect primarily to the eastern enlargement, the 

Lisbon Strategy and the Schengen procedures. This priority basis on three pillars, namely the 

regional competitiveness, the creation of knowledge based (informational) society and the 

level of employment. The first one stands on innovation and information society; availability 

and common services; environment and risk prevention. The third pillar assist for a better 

labor adaptation capability, more intensive job creation and improved accessibility to people 

with functional disabilities on the labor market. All of these actions are covered in the 

European employment strategy. Focusing on the relations of financial instruments and aims, it 

is clear to observe changes in the EU budgetary periods (2000–2006; 2007–2013) after 2000 

(Tables 3.7.–3.8.). 

 

Table 3.7.: Community Strategic Guidelines, 2007–2013 

 

I. Making Europe and its regions more attractive places to invest and work 

1.  Expand and improve transport infrastructures 

2. To strengthen the synergies between environmental protection and growth 

3. Address Europe’s intensive use of traditional energy sources 

II.  Improving knowledge and innovation for growth 

1.  Increase and improve investment in RTD 

2.  Facilitate innovation and promote entrepreneurship 

3.  Promote the information society for all 

4. Improve access to finance 

III. More and better jobs 

1.  Attract and retain more people in employment and modernise social protection 

systems 

2.  Improve adaptability of workers and enterprises and the flexibility of the labour 

market 

3.  Increase investment in human capital through better education and skills 

4.  Administrative Capacity 

5.  Help maintain a healthy labour force 
Source: http://eur-lex.europa.eu/LexUriServ/LexUriServ.do?uri=CELEX:52005DC0299:HU:HTML 

 

http://eur-lex.europa.eu/LexUriServ/LexUriServ.do?uri=CELEX:52005DC0299:HU:HTML
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Table 3.8.: Financial Instruments and Objectives in the European Union, 2000–2013 

 

2000–2006 2007–2013 

Objectives Financial 

means 

Objectives Financial 

means 

Cohesion Fund Cohesion 

Fund 

Convergence and Competitiveness Cohesion 

Fund 

ERDF 

ESF 
Objective 1 ERDF 

ESF 

EAGGF 

FIFG 

Objective 2 ERDF 

ESF 

Regional competitiveness and 

employment 

- Regional level 

- National level: European 

employment strategy 

 

 

ERDF 

 

ESF 

Objective 3 ESF 

Interreg ERDF European cooperation ERDF 

URBAN ERDF 

EQUAL ESF 

Leader+ EAGGF 

Rural development 

and the structural 

transformation of 

fisheries not 

covered by 

Objective 1 

EAGGF 

FIFG 

  

9 objectives 6 

instruments 

Objective 3 3 instruments 

Source: European Commission, 2004. 

 

Wide range of applications provides the high level of possibility to get sources in the 

European Union (Table 3.9.). In the period of 2007–2013, Community Initiatives started to 

transform continuously and partly expired. Changes in 2007-2013 can be summarized as it 

follows: 

 INTERREG goes to the field of “European Territorial Cooperation” and its operator is a 

new legal entity, the European Group of Territorial Cooperation – earlier this area was 

supposed to be the third target. 

 EU expects the member states to submit city development project models, as a 

continuation of URBAN program, so they can apply for grants in the case of more than 70 

cities in an individual program. 

 LEADER continuous in the frames of European Agricultural and Rural Development Fund 

(EARDF), as a major priority. 

 EQUAL expires, however its principles have to apply in the future, as well – for example 

by highlighting and expanding successful anti-discrimination programs, etc.  
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Table 3.9.: Grant applications for EU funds 

EU GRANT APPLICATIONS STILL OPEN 
EU GRANT APPLICATION OPEN 

BEFORE AND AFTER ACCESSION 

PRE-ACCESSION FUNDS STRUCTURAL FUNDS 

PHARE 

Institutional development and measures 

for preparing the accession (regional 

development and social measures, cross-

border cooperation) 

Objective 1 Developing backward regions 

Objective 2 Assistance for economic and social 

revolution 

Objective 3 Modernization of training programs 

and assistance for employment 

COMMUNITY INITIATIVES: 

(involved in structural funds) 

SAPARD Agriculture and rural development 

INTERREG 

III** 

Cross-border cooperation among 

countries and regions 

EQUAL** Fighting inequality on labor market 

LEADER+ Development of rural areas 

URBAN II 
Sustainable development of cities 

and depressed urban areas 

ISPA  COHESION FUND 

Environmental and transportation 

infrastructures 

Environmental and transportation 

infrastructures 

COMMUNITY PROGRAMMES 
R&D 

Framework 

Programme 

6 

Research and Technology Development 

Framework Programme 2000-2006 
ENTERPRISE 

& SMEs 

Assistance program for small and 

medium-sized enterprises 

LIFE III 
Nature conservation and environment 

protection 
Safer use of 

internet 
Help for safer use of internet 

SOCRATES 
European level cooperation on 

education 
IDA 

Help for Data change in 

administration 

LEONARDO 
European cooperation on vocational 

training 

Health Care 

Framework 

Programme 

Action programs for public health 

Culture 2000 European cooperation on culture DAPHNE 
Program for fighting violence on 

children, youth and women 

Youth Cooperation on youth programs Media Plus EU audio-vision assistance program 

eCONTENT 
Digital content development on the 

internet 
FISCALIS Cooperation on taxation 

ALTENER Pilot projects on alternative energy use Pericles Cooperation for euro safety 

SAVE Program for energy use efficiency Ten-telecom 
Development of European 

information society 

CUSTOMS Cooperation on customs MARCO POLO 
Development of international 

trucking 

OTHER EUROPEAN PROGRAMMES 

TACIS Cross-border and pilot projects with CIS 

countries 
Twinning Towns Twinning town relationships 

*Structural and the Cohesion Funds are all opened after accession with parallel the close up of Pre-accession 

Funds. Community Initiatives are involved in the opening Structural Funds (they assist for individual objectives) 

**In the frames of INTERREG II, III and EQUAL Programmes, Hungarian participants could already apply for 

grants tentatively in the pre-accession period through the PHARE Programme. 
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The major differences between the two budgetary periods of EU subsidy policy are 

displayed on Table 3.10 and 3.11. 

 

Table 3.10.: Comparison of Earlier and Up-today Objectives, 2000–2013 
period of 2000–2006 period of 2007–2013 

Objective 1: support for less developed 
regions (with a maximum 75% GDP per 
capita of EU average, and outlying regions) 
by 69.7% of available Funds totally with 
finance from Structural Funds. 

„Convergence Objective”: its content is 
mainly the same as objective 1 in the period of 
2000-2006, as this objective is also about the 
support for less developed regions, however, it 
has some important changes: supports are 
expanded to regions, where the level of GDP 
per capita is at the maximum of that of the EU 
average considering the 10 new member states 
(so-called statistic effects). In case of member 
states, where the GNP is under the 90% of that 
of the EU average, Cohesion Fund is involved 
and earlier proviso is deleted on sparsely 
populated regions (Sweden and Finland). 

Objective 2: supports for regions facing 
structural difficulties, with special emphasis 
on areas having transformation of social and 
economic structures, in the industry and 
service sector, rural areas suffering from 
decline, urban areas with difficulties, areas 
majored in fisheries in situation of crisis. 
This objective gets 11.5% of the available 
funds and is financed by solely the European 
Regional Development Fund. This covers 
European areas, provinces and 
administrative centers not being concerned 
by objective 1. 

„Regional competitiveness and 
employment” objective: gets some 
unchanged elements from objectives 2 and 
3: suitable developed regions are supported 
by ERDF and ESF. However, this is only 
one objective, ERDF and ESF programming 
procedures are also divided in the future; the 
regional power of programming goes under 
ERDF; and finally, the whole territory is 
qualified for ESF financing. The most 
important difference is the expiration of 
micro-regional division of objective 2. 

Objective 3: supports education, training 
and employment, getting 12.3% of total 
sources and financed by the European Social 
Fund solely. Measurements in the frames of 
this objective expand to the whole area of 
the EU, except for regions under objective 1. 

INTERREG Community Initiatives: their 
task is to operate transnational, cross-border 
and regional cooperation, to inspire a 
balanced and permanent development of the 
territory of the Community, as a whole. 

„European Territorial Cooperation” 
objective: this covers the INTERREG 
Community Initiatives. 

Source: Own edition by Cocchioni, A. Del Viscio, T. Raffaelli, A., 2007. 

 

Instruments of regional policy have been enlarged by new elements and possibilities. 

Instruments of the new regional policy are: 

 JASPERS-program (common program for investments in European regions); its 

objective to develop cooperation among European Commission, European Investment 

Bank and European Bank for Reconstruction and Development, in order to incorporate 

professional knowledge and support for preparation of major projects in member states / 

regions. 
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 JEREMIE-program (common European source for supports to micro-, small and 

medium sized enterprises) a common initiative of European Commission, European 

Investment Bank and European Bank for Reconstruction and Development in order to 

make the availability to finance for micro-, small and medium sized enterprises in EU 

regions easier. 

 JESSICA-program (a common European support for sustainable investments in urban 

areas) an initiative of the European Commission alone with European Investment Bank 

and European Bank for Reconstruction and Development, its objective is to provide 

financial assistance to sustainable investments in urban areas (Inforegio, 2006). 

 

Table 3.11.: Changes in Target Areas of EU Subsidy Policy, 2000–2013 

budgetary period of 2000–2006 budgetary period of 2007–2013 

AGENDA 2000 Third Cohesion Report 

      Cohesion 

Instruments 

Cohesion 

Instruments 

      

O
b
jectiv

es 

1 

Regions, where 

GDP per capita is 

under the 75% of 

EU average 

Structural 

Funds (4) 

Structural 

Funds (2) Regions, 

where GDP per 

capita is under the 

75% of EU 

average 

Convergence 

T
arg

et areas  

European 

Regional 

Development 

Fund 

European 

Social Fund 

EAGGF 

FIFG  

 

E
u
ro

p
ean

 
R

eg
io

n
al 

D
ev

elo
p
m

en
t F

u
n
d

 

E
u
ro

p
ean

 S
o
cial F

u
n
d

 

2 

Regions with 

transformation in 

economic 

structure (with 

surroundings) 

Others without 

surroundings 

Regional 

competitiveness 

and employment 

3 

Transformation 

and 

modernization of 

educational, 

training and 

employment 

systems 

 

Cross-border 

cooperation 

European 

territorial 

cooperation Cohesion Fund 
Cohesion 

Fund 

Source: own edition, Agenda 2000, Third Cohesion Report 

 

As a result of changes, sources provided by Community Programs have transformed 

drastically and their number enlarged in the period of 2007-2013 (Table 3.12.): 
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Table 3.12.: EU Community Programs, 2007–2013 

Community 

program 

Budgetary Community 

program 

Budgetary 

Culture 2007 408 million euro Europe for Citizens 215 million euro 

Fiscalis 2013  156.9 million euro 

(2008–2013) 

Fundamental Rights 

and Justice 

543 million euro 

Lifelong Learning 

Integrated Action 

Program 

6.2 billion euro Marco Polo II. 400 million euro 

Progress 743.25 million euro Safer Internet Plus 45 million euro 

(2005–2008) 

Programme on 

Solidarity and the 

Management of 

Migration Flows 

5 866 million euro Programme for 

Competitiveness and 

Innovation 

3 621 million euro 

Customs 2013 323.8 billion euro eContentplus Program  

 

149 million euro 

Erasmus Mundus 230 million euro 

(2004–2008) 

Seventh Framwork 

Programme for 

Research and 

technological 

development and 

demonstration 

activities  

50.521 billion euro 

E-Government 148.7 million euro 

(2005–2009) 

LIFE+ 

(Environmental 

Financial Instrument) 

1 911 billion euro 

Media 2007 755 million euro Action Programme 

for Public Health 

353.77 million euro 

(2003–2008) 

Safety and 

Maintenance of 

Freedom 

745 million euro Youth in Action 

Programme 

915 million euro 

Source: http://www.innova.eszakalfold.hu 

 

3.6. EU Policy for Agriculture and Rural Development 

 

 

In EU common policy, there are several legislation and publication covering rural development 

directly and non-directly. Among them, the Cork Declaration in 1996 has a special significance 

by providing new visions. The European Rural Development Conference in Cork, England 

seriously concerned rural areas, the importance sustainable rural development and concluded 

the basic principles and aims that have to be used for building up and operate the rural 

development actions. According to these normative expectations, sustainable rural development 

has to be on the first place among EU programmes, it has to become a basic principle in all the 

policies concerning rural areas. The Cork Declaration defines the aims of rural development as 

follows: 

 prevention of migration from rural areas, 

 combating poverty,  

 improving job creation, 

 developing equal opportunities, 
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 meeting the increased requirements on health, safety, identification, recreation and rural 

welfare. 

 

The Cork Declaration especially focuses on the need for preserving and improving the 

quality of environment in rural areas which have to be prior in all EU policies targeting rural 

development according to the normative expectations. All of these suppose a more fairly 

distributed state expenditures between rural and urban areas, in the fields of infrastructural 

investments, education, public health and telecommunication. An increased ration of sources 

available for the Community has to be spent on operating rural development and 

environmental objectives.  

Just after the publication of Cork Declaration, even before the Berlin Summit of the 

European Council in March, 1999, the rural development was operated indirectly in the 

frames of EU Common Agricultural Policy (CAP) and regional policy. Clause 39, Treaty of 

Rome provided for the involvement of agriculture and commerce of agricultural productions 

into to the common market and the establishment of Common Agricultural Policy. The aims 

of the CAP are as it follows: 

 to increase the efficiency of agricultural production by enhancing technological 

development, rationalizing agricultural production and effectively applying production 

factors, mainly the labor force, 

 to create a fair and socially suitable income level and standards of living, 

 to save agricultural producers and consumers from outstanding conditions by stabilizing 

agricultural markets, 

 to guarantee the safety of food supply in order to make sure that the member states can 

produce the basic foods for the Community and so becoming independent from the 

changes at the world market, and  

 to strengthen the efforts to meet the requirements of the consumers at a fair and equitable 

price. 

 

Much earlier, in 1958, after the Treaty (Treaties) of Rome, the agricultural secretaries in 

the EEC countries worked out the major points of the CAP in Stresa, and these were as follows:  

 agriculture is a major factor of the national economy and the society, 

 the price is the central regulator on the market of agricultural products, 

 close relations are necessary between the structure of agriculture and the market policy,  

 in order to fit the agriculture into the national economy more properly, the improvement 

of the structure of agriculture is necessary, and  

 it is also necessary to improve the effectiveness and competitiveness of family farm 

businesses (Bolyán, 2002b; Halmai, 2004). 

 

Later, in the target system of Common Agricultural Policy, the balance of market 

policy, the commercial policy and the social policy got also importance. The external and 

internal factors highlighted the framework of a new, complex agricultural policy even in the 

late of 1980s, in the EU. The first significant stage of changes was the CAP reform in 1999, 

which put a new direction to changes in the system of agricultural subsidies, so transforming 

them into a complex system of rural development supports. Due to these efforts, market 

supports were abolished continuously and the structural and environmental supports were 

introduced in an increased way. It was a principle, according to that supports for direct 

product lines continuously had to decrease till 2010, and in the same time, producers had to be 

supported more differentially.  
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Rural development usually based on the internal factors of a given rural area and 

required the development of a complex development policy to meet economic, social and 

environmental requirements, so it is an opponent of the Structural Funds.  

An important target of AGENDA 2000 creating the first complex rural development 

policy of the EU was the realization of multifunctional agriculture that tried to serve the whole 

economics on the basis of serving the producers and the wider rural society, too. The agricultural 

sector remained the basis of rural economics, however it was also clear that agriculture 

individually cannot serve the economic and social viability of rural communities, cannot create a 

vial cultural and economic environment that is capable to make a stop to the impoverishment and 

later migration of rural population. According to AGENDA 2000, the market regulators and the 

requirements for a competitive agriculture, as well as following the social and environmental 

needs of the population, the objective was the integrated development of rural areas (Buday-

Sántha, 2001). 

Consequently, AGENDA 2000 has mostly contributed to the creation of theory and 

practice of rural development by making only one package of the existing means for rural 

development, and by increasing the level of integration among the types of subsidies. The 

directions of development and the objectives are based on three pillars:  

1. Strengthening the agriculture and forest management. 

2. Improvement of competitiveness of rural areas. 

3. Protecting the environment and saving the unique rural heritages in Europe. 

 

An important principle of the new, rural development policy is the decentralization 

and the flexibility. On the basis of this, member states can develop their programs for rural 

development considering the most suitable geographical unit. They can also prepare the list of 

suitable means for rural development, of course in legal frames. The division of money on 

rural development is also authorized by the member states. The creation of 1257/1999/EC 

regulation was a significant step in the field of administrative and financial governance of 

rural development. In the case of regions in objectives 1 and 2, programs are prepared in the 

frames of Structural Funds, and are financed by EAGGF depending on the concrete action or 

region.  

1257/1999/EC order determines the frames of community supports for sustainable 

rural development. Other means of the Common Agricultural Policy and the Structural Funds 

are also used for rural development actions. Rural development actions are built in other 

means for development and structural transformation of backward regions, and associate with 

actions for economic and social transformation of regions with structural difficulties. Rural 

development actions are essential for programed regional development (Bolyán, 2002b). 

 

3.7. Main Points of Regional Policy in Hungary 

 

 

While the strategic goal of the EU regional policy is to catch up the underdeveloped regions, 

Hungary’s join to the EU provided new possibilities for the less developed regions, mostly for 

Northern Hungary and the Northern Great Plain. Regions meeting the requirements of the subsidy 

policy can be supported significantly, as about 40% of the EU budgetary serves the elimination of 

underdevelopment and the structural improvement. Development sources, among them the 

Structural Funds and the Cohesion Fund is basically used for the regional support system from the 

accession period. Consequently, future prospects are promising. 

An important factor in regional (structural) support policy in Hungary is the 

determination of the target group and objectives of structural subsidies. From 2000, these are 

as it follows: 



 52 

 Objective 1: support for less developed regions with a maximum 75% GDP per capita of 

EU average. 

 Objective 2: support for conversion of economic and social structure in regions with 

structural difficulties (declining agriculture, fisheries, industry, etc.). 

 Objective 3: support for the adaptation and modernization of educational, training and 

employment systems and policies. 

 

Taking Hungary into consideration, the first target group (objective) has the 

highest significance. This involves areas, where the GDP per capita is under the level of 75% 

of the EU average. Brussels accepted the central region of Hungary (Budapest and Pest 

County) to also get involved in this category till 2007, however, this region can achieve even 

the level of 98%. Pest County facing structural difficulties can be involved into target group 

2, so this can get further supports (Table 3.13.). 

 

Table 3.13.: GDP per capita in Hungarian regions, 2009 

 

 Thousand 

HUF 

% of the 

national 

average 

% of the 

average of 

the counties 

% of the EU-

27 average 

Central Hungary 4 243 165.4 223.6 107 

Central Transdanubia 2 139 83.4 112.7 58 

Western Transdanubia 2 397 93.4 126.3 63 

Southern 

Transdanubia 

1 781 69.4 93.8 44 

Northern Hungary 1 590 62.0 83.8 40 

Northern Great Plain  1 676 65.3 88.3 40 

Southern Great Plain 1 710 66.6 90.1 43 

Hungary 2 566 100.0 135.2 64 
Source: Hungarian CSO Regional Statistical Yearbook, 2010. 

 

The region-system of Hungary – independently from its federative or unitary 

development – can use the development sources in the upcoming years: 1.030 billion EUR in 

2004, 1.180 billion EUR in 2005 and 1.464 billion EUR in 2006. In the convernsion period, 

the EU considers Hungary to be a sole region. Regional differences are well displayed in 

Table 3.13., the difference between the development levels of Northern Great Plain and 

Central Hungary is one to two and half. 

In the regional support policy of the EU, the beneficiary regions, the support allocation 

and the support rations are determined previously for seven years, following the EU budgetary 

periods. The present budgetary period started on 1
st
 January, 2007, however, the newly accessing 

countries are already beneficiaries of EU basic subsidies, and furthermore, they can also be 

supported by the pre-accessing funds (PHARE, ISPA, SAPARD) ending in 2006. The period of 

seven years has high importance considering planning, as the involved regions can previously 

count on the eligibility criteria and rations of supports for the given period, so their development 

plans, concepts can be easily worked out and operated. Chances of accessing countries and 

community supported regions are even improved by the fact that the future of structural funds 

after 2006 is forming right now, and the European Commission can ask the opinion of the lately 

accessed countries about developing the new strategy. 

Considering regional development, it is quite important that Hungarian regions, 

settlements become parts of the common European regional and settlement network after 

1
st
 May, 2004, and can get advantage from the intensification of this cooperation. The less 
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developed Hungarian regions can get continuous, predictable supports even in a massive bulk. 

These sums can be used for making a stop for underdevelopment, improving the situation of 

regions and developing their economic and infrastructural background. due to these actions, 

innovative operations are adapted, the organizational knowledge and competences are 

strengthened in the regions, multilateral cooperation are built up with other EU regions, so 

providing attractive situations for incoming knowledge, technology and existing labor force. 

Strengthening the new sectors, knowledge centers, enlarging the interregional 

cooperation, the competitiveness of cities, mostly the county capitals (Debrecen, 

Nyíregyháza, Szolnok) is improved. More intensive relations are emerging in the fields of 

economic, cultural and social life, historical connections among borderline regions can be 

reorganized, new cross-border co-operations can emerge. 

Following the requirements of sustainable development, the effective utilization of 

supports decreases the environmental impact particularly and improves the environmental 

conditions significantly and, indirectly, also improves the living conditions of the population. In 

the new situation after the accession, the central governance decreased significantly, so the 

regions, among them the Northern Great Plain can create their own plans and operate them 

individually. Last but not least, the intellectual, cultural and income differences among regions 

and the capital have also decreased.  

Significant programs for the Hungarian regional development policy and practice, such as 

the National Regional Development Concept (NRC) in 1998, and later the first National 

Development Plan (NDP I.) for the period of 2004–2006, and furthermore, the upcoming New 

Hungary Development Plan (NHDP and/or NDP II.) have major influences after the period of 

2007–2013, too. The present Operational Programmes of the NHDP, among them the Regional 

Operational Programmes (ROP) focus on the competitive economics, the renewable healthy 

society and the livable environment, as well as the regional cohesion, as medium-term objectives. 

Following these, development axes of the NHDP (2007): 

 improvement of competitiveness, 

 improvement of human resources, 

 improvement of environmental conditions, 

 regional level development, requiring regional coordination, 

 improving effectiveness of governance, supporting reforms in national action programs. 

 

Operational Programmes serving directly the regional development objectives are: 

 Social Infrastructure OP – support for education, public health, labor market participation 

and social integration, cultural and community development. 

 Social Renewal OP – support for employment, labor market, training, capability for 

adaptation, high quality of education, equal opportunities for underprivileged people, 

academic education, social integration, and health protection. 

 State Reform OP – support for legislation, procedures, administrative knowledge, human 

resource development, loyalty, central administration, innovative procedures.  

 Electronic Administration OP – support for administrative services and procedures, 

central administrative infrastructure. 

 Implementation OP. 

 European Territorial Cooperation OP. 

 + seven Regional Development OP. 

 

Financial background of the NHDP provides around 7,000 billion HUF, detailed in 

Table 3.14.. 
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Table 3.14.: Financial Sources of NHDP, 2007–2013 

 

Operational Programme total (billion HUF) 

Economic Development OP 674.03 

Transport OP 1721.47 

Social Renewal OP 933.29 

Social Infrastructure OP 538.95 

Environment and Energy OP 1053.56 

Western Transdanubia OP 128.25 

Central Transdanubia OP 140.46 

Southern Transdanubia OP 194.99 

Southern Great Plain OP 207.05 

Northern Great Plain OP 269.64 

Northern Hungary OP 249.91 

Central Hungary OP 430.29 

State Reform OP 40.61 

Electronic Administration OP 99.49 

Implementation OP 94.88 

National Performance Reserve 98.38 

New Hungary Development Plan total 6 875.27 

European Territorial Cooperation* 106.81 
Source: NHDP, 2007. 

notes: 264 HUF/EUR 

*: European Territorial Cooperation Programme is described in a separate document. 

 

As a result of the regional support system of the EU structural policy, cohesion will be 

strengthened, the intellectual, cultural and income differences among regions and capital will 

be decreased and last but not least, the local patriotism, the regional identity and the initiative 

capability will be stronger in a longer period of time.  

Consequently, the positive effects of the structural policy on regions and settlements 

can be described by: increased involvement in the European territorial division of labor; 

stronger regional level economic organizational competences; continuous elimination of 

backward conditions; stronger individualism; moderation of central dependency; improved 

regional competitiveness; modernization of living conditions and environment; reorganization 

of macro-regional economic relationships in the Carpathian Basin; and last but not least the 

stronger local patriotism and regional identity.  

 

 

3.8. Control Questions 

1. Why these dates are important considering the development of the EU: 1952, 1957, 1975, 

1987, 2000, 2004, 2007? Please, name the event and explain your answer! 

2. Please, review shortly the history of the EU! 

3. What are the strategic objectives of the structural policy of the EU? 

4. What are the principles of the EU regional policy and what they are about? 

5. Please, detail the Structural Funds, as the most important pillar of the common, regional 

(structural) support policy! 

6. Please, provide some details on the role of Cohesion Fund in the EU support policy! 

7. Please, review the targets and the territorial levels of the regional support policy in the EU 

and in Hungary! 

8. What are the most important sources for major objectives of the structural policy?  
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9. What are the most important actions of the AGENDA 2000? 

10. What are the most important changes in the support policy in the period of 2007-2013 in 

the EU? 

11. What is the main point in the CAP considering the agricultural and rural development 

policy in the EU? 

12. What are the content of the operational programmes connecting to NHDP (2007-2013) 

and how they serve the regional development objectives? 

 

 

3.9. Competence Developing Questions 

1. What is your opinion on the negative and positive effects of “Eastern enlargement” for 

Hungary? 

2. What is the main point in creating regions in Hungary? 

3. According to your opinion, which target group / objective is the most helpful in direct 

improvement of your living environmental circumstances (considering settlement / 

regional development)? 

4. What is your opinion about the realization of objective 3 serving human resource 

development in your settlement or region? 

5. Have you heard or read about the contradictions in the practice of CAP, and if you have, 

what is your opinion about them? 
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4. Barca Report – Paradigm-shift in the Cohesion Policy of the European 

Union 
 

4.1. The Aim and Content of Barca Report 

 

 

In the European Union a paradigm-shift is going on in the regional policy. The 

proposal package on reforming the cohesion policy is of great importance among the reforms 

of the European Union’s common policy (Lisbon Strategy, 2000; Agenda, 2000, Lisbon 

Agreement, 2007 etc.) which was gone public on 27 April 2009 by the Italian economist 

Fabrizio Barca, who was asked by Commissioner Danuta Hübner to work out a proposal on 

continuation and reformation of the cohesion policy. One of the basic documents about the 

debate on future EU cohesion policy presents the new paradigm in detail, which is shown in 

the reform of the cohesion policy. The idea of the reform primarily proceeds from the real 

need and necessity that the cohesion policy gives a suitable basis to implement EU place-

based development policy. However, in order to handle the challenges of the European Union, 

the implementation of a comprehensive reform is needed (Káposzta, ed. 2010). 

 First of all, the Barca reform proposals assumed that within the Member States of 

the European Union only 6-8 percent of the income differentiations among the citizens can be 

accounted for the fact of which NUTS 2 region they lived. Instead of the place-based 

approach, other aspects define it, in particular the residence within the region, jobs and the 

qualification, the professional factors. If the aim of the development policy is to reduce the 

economic-social inequalities and differentiations, in the process of economic-social align 

primarily not the approaches of place-based regions and GDP-calculations per capita are 

needed, but the calculations of other factors (Illés, 2010). 

  According to the Barca-proposal, the main purpose of the European Union’s cohesion 

policy is to eliminate the low efficiency and the social exclusion, as against the previous two 

purposes (efficiency and equalization) which only seemingly resemble to his composition. In 

this program package the cohesion does not mean ‘equalization’ among the regions, but to 

prevent the elimination of some groups and individuals from the economic development’s 

advantages and benefits. Although the previous purposes are part of the same cohesion policy 

(alignment, equalization, efficiency), but they cannot be managed by the same intervention 

tools. 

 So the two-fold objective of the cohesion policy is to reduce inefficiency (low 

incomes because of unused resources) and social exclusion (taking into account the high 

number of people living under income and welfare standards) on specific areas. Areas should 

be defined according to their functionality. Economic theories have shown that the local level 

may require external intervention for a number of reasons (road dependence connected to 

previous inefficiency, steady-state, inherited social status etc.). The place-based approach is 

beyond the conventional dilemma of decentralization. The approach of place-based 

development strategy considers the local level as the territorial basic unit of the reformed 

cohesion policy which indicates a so-called functional area. The boundaries of the area are 

independent from the administrative ones, the policy can be considered endogenous in 

process, they can change in time, but they must be treated in a flexible way. The 

responsibility of policy-making and implementation is delimited among the different levels of 

governance (the highest level determines the priorities, rules and main objectives, the lower 

levels eliminate them). The place-based approach fits well to the EU strategic schemes, 

particularly to the sustainability objectives (Czene and Péti, 2010). 
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The place-based approach is the most suitable way for the Union to fulfil its tasks on 

development. This approach makes possible the interventions according to the local needs in a 

way that the Union sets the frames of subsidies and it is the regions’ or Member States’ 

responsibility to choose the subsidized project and areas. It is fully in accordance with the EU 

hybrid government form and limited democratic legitimacy. The level of European Union is 

also ideally suited to manage cross-border issues and the mutual interdependences. It is also 

an excellent level to promote the institutional knowledge, and to contribute to the information 

and knowledge sharing. 

 The integrated foreseeable trends set in the EU treaties refer to two basic objectives: 

to increase efficiency and to establish social integration. Higher efficiency is of key 

importance from the aspect of the Union’s future: the market integration, the mobility of 

capital and labour, the financial stability all change the comparative advantages of the regions, 

and it requires the reallocation of funding and the institutional changes. Continuous tension is 

present among the economic integration regulated on EU level, liberalization and competition 

law, and the tax competition regulated by the Member States. In connection with the social 

agenda, the purpose of the place-based approach is to ensure the social standards on some 

priority areas for the European citizens. Respecting the social contracts between the citizens 

and their countries, this could ensure the social contract between the EU-citizens and the EU 

as a whole. 

 Considering the new challenges of the cohesion policy, the implementation of the two 

important objectives (increasing efficiency and eliminating the social exclusion) requires 

special priorities and instruments assigned to them and management systems. In particular, 

with regard to the fact that the Barca Report considers as a failure of the cohesion policy that 

the intervention objectives with their instruments and the management systems could not be 

separated (Illés, 2010; Káposzta ed. 2010). In other words, the long-term objectives of the 

cohesion policy require not primarily regional political interventions, but economic-social 

ones. This means that in order to implement the efficiency, equality (social integration) as 

main objectives six new factors or core priorities must be concentrated on: 1. innovation; 2. 

climate change and its effects; 3. migration; 4. children; 5. ageing; 6. qualification. Among 

the above-mentioned factors the first two have features for the efficiency, factor 3 and 4 for 

the equality and social integration, and the 5
th

 and 6
th

 priorities have features for both 

objectives (Table 4.1).       

  

Table 4.1: Aims and priorities of Barca Report 

 

Aim Key Priorities 

1. Efficiency  
Innovation 

Climate change 

2. Equality (social integration 
Migration 

Children 

3. Mutual (1+2) 
Qualification 

Ageing 
Source: partly own edition based on Káposzta (ed.) 2010 

 

In the system of objectives and priorities the difference is obvious compared to the 

previous cohesion policy, which concentrated primarily on the regional alignment. At the 

same time, the ‘principle of territoriality’ is still applied in the Barca-recommendations as 

long as he would leave the allocation of development policy subsidies and the rates among the 

developed and less-developed Member States and regions unchanged. Thus, the Barca Report 

is such an important new framework for the cohesion policy that it seems that by the support 



 58 

of European Committee and the Member States it will be one of the most important principles 

of the cohesion subsidy policy in the future for the Member States. 

The recommended six priorities of the Barca Report (innovation; climate change and its 

effects; children; migration; qualification) can be implemented through ten pillars according 

to him. He thought that some areas or rather elements could be established in the period of 

2007-2013 in order to finalize the applied system’s theory and methodology after 2013 by 

using the experience gathered in the previous period. 

 

4.2. Ten pillars of the Barca-report 

 

Concerning the below-mentioned recommendations the report highlighted that some elements 

must be established in the programming period of 2007-13 in order to apply the gathered 

experience of the previous period for creating the system for the period after 2013 (Káposzta 

ed. 2010; Barca Report...). 

 

Pillar 1. Concentration on core priorities and conservative territorial distribution  

 

55-65% of the funding would concentrate on three or four core priorities. The criterion of 

territorial allocation would be unchanged more or less (NUTS2). The policy would still 

cover every region; however, it would ensure significant funding concentration for the 

underdeveloped areas. The value limit of 75% GDP per capita would remain. (Its change 

would cause political debate – just like when it was formed – which would focus on the 

financial issues again.) He would introduce a transition category for the regions above 75%. 

He does not suggest an exact extent; it should be determined by a debate. The objective of 

territorial cooperation would get 4 per cent share. In order to ensure the coherence of fund for 

rural development and fisheries the recommendation would take under the cohesion policy, 

but the accord among the funds of cohesion policy should also be harmonized. For the trans-

European network he suggests establishing a separate fund.      

 

Pillar 2. New strategic framework for the cohesion policy 

 

The basis of the new strategic framework is a new agreement (contract) between the 

Committee and the Member States, which would be based on the performance and the 

institutional terms. The debate on the future has started in the second half of 2010 when 

the 5
th

 cohesion report was published. On the debate they would discuss the EU proposals 

and the national strategic assessments about the place-based policies which would be made 

by each Member State. The debate would be held by a temporary committee with experts 

from the Member States, the Committee and other countries. Based on the debate the 

European Committee would draft a European Strategic Development Framework by the 

spring of 2012, which would determine the clear-cut principles, 3 or 4 core priorities, a 

limited number of indicators and target values. At the same time the Committee would 

prepare a regulation which would be accepted together with the European Development 

Framework by the Council and the Parliament.   

  

Pillar 3. New contractual relationship, result-oriented implementation and reporting 

 

The National Strategic Development Contract covering all cohesion subsidies would be 

accepted at the end of 2013 based on the Development Framework and the regulation. The 

Contract would contain: 

 Priorities, objectives, target values. 
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 Allocation for the Managing Authorities. 

 Institutional frame. 

 Commitment whether there is enough administration capacity. 

 

The Committee would be a strategic counsellor in creating the Contract. If the Committee 

cannot accept the Contract as a whole, it can approve only a part of it. The unapproved part would 

be monitored specifically and obliged to be reported. In point of core priorities the Committee can 

ask the Member State (Region) to transfer the fund. The Contract would also be evaluated by the 

Council for Cohesion Policy which would be newly created. The operative programmes would 

remain and the details of the general Contract’s implementation would be determined. Its 

structure would follow the structure of the result-oriented Contract. 

After the Contract’s acceptance within one year the Committee would prepare an 

Implementation Assessment to prove the implementation structure and the compliance of 

processes. If the assessment is positive, a contract of confidence would be signed. After the third 

year the Member States would submit a short Strategic report about the results. This report 

would differ from the present one in focusing basically on the indicators and results. Based on this 

the Committee would give its Opinion about every Member State and EU level as well, which 

would be evaluated by the new counsellor formation and it would give proposals for the Member 

States and the Committee. 

 

Pillar 4. Strengthened governance for core priorities 

 

Experience shows that the failed interventions often occur from institutional weakness, 

therefore, in case of core priorities different conditions would be stipulated for the 

institutional frame and the performance-oriented monitoring system would also be built. 

This monitoring system can only work well if a target and indicator system of high quality is 

introduced. If it becomes clear that the achievement of a given target is not possible and its 

reason is not properly underpinned, then the Committee prepares a comprehensive 

assessment. The Member State, which refuses either the assessment or its proposals, can be 

penalized.     

  

Pillar 5. Promoting additional, innovative and flexible spending  

 

The principle of additionality would still remain; however, the proposal would link it 

with the Stability and Growth Pact. Its reason is that by making clear the contrast between 

development and stability objectives, better policy decisions will be made. Direct 

commitment of sustaining past additionality values would be eliminated. The present co-

financing system shall remain.   

 

Pillar 6. Promoting experimentation and mobilising local actors 

  

The territorial approach requires the active participation of the local characters and affords 

room for the pilot and innovative projects as well. Innovative territorial actions would be 

launched for a small part of the whole budget (the proposed value is 0.1%) headed by 

the Committee. Its main point is that the best pilot, innovative territorial projects would be 

chosen in competition, in particular on the field of core priorities. 

 

Pillar 7. Promoting the learning process: a move towards prospective impact evaluation 
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Cohesion policy has invested much on the learning processes: by introducing the exchange 

of experience, assessments. However, the analysis of ‘effects’ is an important area, where no 

progress was made in the past 20 years. In other policies different methodologies got priority 

of which the counterfactual method appeared to be the most promising. This method 

appreciates the impact of the interventions by analysing what would have happened if the 

interventions hadn’t been made – it makes it on a similar control group which is not affected 

by the given intervention. This method requires significant information, but its answers are 

limited: it does not allow analysing ‘how’ a given intervention operates, and it does not give 

guidelines whether the intervention would have the same results under other circumstances or 

other target groups. At the same time, it gives the best and most certain answer for the 

question of what operates well. 

 Concerning the application of impact assessment for the regional policy there are 

several challenges: primarily the territorial heterogeneity of the interventions. If from the 

impact assessment it is expected to be the core of the cohesion policy then its technical, 

administrative and political basis must be provided – it takes time. The Member States would 

still retain the responsibility of the assessment, but the Committee – by strengthening its 

internal structure – could promote the application and it could be the centre for collecting, 

filtering and publishing the studies and results.        

 

Pillar 8. Strengthening the role of the Commission as a centre of competence 

 

The reform of the cohesion policy drafted in this report requires that the Committee must 

play a more ambitious role than at present. This role requires: 

 approaching the regional development issues by embedding them into comprehensive, 

economic and social theories; 

 the implementation of the methodology along the boundaries of the international debate 

and experience; 

 greater commitment with the Member States and regions; 

 specialised human capacity.   

 

Therefore, strong political unity is needed in order that the role of the Committee 

would also strengthen – it is a feasible task if the reform starts during the year of 2010. This 

would mean the following significant changes: 

 establishing high quality, specialised task forces by the core priorities – groups of 20 

people who would work full-time on monitoring these priorities in close cooperation with 

the regional units; 

 training the workers for issues on theory and methodology, enhancing the knowledge 

and skills of regional units; 

 ‘improving’ the assessing department in order that they could help the Member States 

as think tanks; 

 administrative support for assessing the implementation; 

 integration of organizational structures – improving the coordination between the 

horizontal and regional units; 

 establishing a research department.    

 

Pillar 9. Addressing financial management and control 

 

On the field of financial implementation and control – because of the limitation of human 

capacities – greater efficiency is needed. Present experience shows that the high 

administrative marginal costs and uncertainty in the Member States cause the high rate 
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of mistakes – as it was also stated by the European Court of Auditors. This situation is 

generated by two factors: (i) the shared management and the enlarged number of control 

levels increase the uncertainty, (ii) the audit of expenses acts like a filter, because this way the 

general mistakes turn out (e.g. public procurement). The identified mistakes become the main 

quantitative information in the eyes of the European Parliament and the public opinion as 

well. It is putting extraordinary pressure on the Committee which takes too much time and 

capacity from the strategic issues. 

 In the past couple of years significant changes have been introduced on this field 

which first results will only be learned in 2010. Further modification proposals are on the 

anvil – some of them are really worth considering (e.g. increasing the tolerable risk of error, 

introducing simplifications, determining the annual rate of errors by Member States and if it is 

exceeded, payments will be suspended). This study is not aiming to propose further 

simplification measures.                

 

Pillar 10. Reinforcing the high-level political system of checks and balances 

 

A high-level political debate is required to divide the competences with the maximum 

usefulness among the European Committee, the European Parliament and the European 

Council. By the contribution of the General and Foreign Affairs Councils the creation of a 

formal institutional framework for the cohesion policy is appropriate which tasks would 

be: 

 to consider the national strategic development contracts after the Committee’s acceptance; 

 to consider the strategic report of the results (to be prepared by each Member State in 

every year after the third year); 

 to analyse special circumstances which could require special intervention from the 

Committee. 

 

The European Council would formulate recommendations; its activity would be 

supported by a high-level Member State expert group. The new system of contracts and 

reports would also ensure a greater role for the European Parliament. The annual summary 

report about the results to be made by the European Committee could become an important 

element of channelling the parliamentary opinions. 

 First and last, the Barca Report based on ten pillars to implement the two most 

important objectives (efficiency; equality – social inclusion) or six core priorities highlights 

the fact in a straight or oblique way or proves for the leaders of the cohesion policy that the 

reallocation of funds, their transfer to the old Member States (more developed regions, small 

areas) came to the front of all recommendation and effort. In other words, the most 

important conclusion of the Barca Report for the future – which was also supported by the 

new development documents – is that actually it is about the reallocation of development 

funds by new criteria on the level of common and regional funding policies.          

 

4.3. Control Questions 

1. How can you describe the paradigm-shift in the European Union’s cohesion policy 

according to the Barca Report? 

2. Why can the place-based development policy approach mean new solutions in the 

renewed cohesion policy of the EU? 

3. Which are the objectives and priorities of the Barca Report? 

4. Summarize briefly the content of the Barca Report’s ten pillars!  

 

 



 62 

4.4. Competence Developing Questions 

1. In your opinion why was the shift of Barca Report needed in the cohesion policy? 

2. Why do you consider the innovation and the climate change as core priorities in 

increasing the efficiency? 

3. In the duality of equality and social inclusion why are the problems of migration, the 

children and ageing considered as special core priorities? 
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5. Less-favoured Areas in Hungary 

 
 

5.1. Territorial Politics in Regional Dimensions 

 

In Hungary, parallel to the development of Euro-Atlantic processes the organization and 

creation of regions as renewable economic development units have been started from the 

middle of 1990s. Nevertheless, this definition is still not obvious for the resident population 

who are used to the administrative system based on counties, although it has become known 

more widely in the course of years. So far, the regions have existed primarily as statistical 

units, but because of the convergence methodology of the spatial development to the 

European Union norms it is more and more important in the regional policy that based on the 

conditions of the Union – maybe the time is not far distant – to give them administrative 

field of activity and that the region of Hungary on the level of NUTS 2 shall become real 

local authority regions (Baranyi, 2007c, 2008b). 

 In Hungary the regional funding of the European Union aims to develop mostly 

regions or smaller areas as well. For the supported regions the 1059/2003/EC regulation of the 

European Parliament and of the Council on the establishment of a common classification of 

territorial units for statistics (NUTS) defines three categories. Base categories are the existing 

administrative units of the Member State (province, region, county, etc.), further categories 

can be formed by contracting or dividing the existing administrative units. In case of Hungary 

these are the larger administrative units, the created statistical regions by contracting the 

counties (capital city) and the major regions (groups of regions) created by consolidating the 

regions (Table 5.1). 

           

Table 5.1: Classification of territorial units in Hungary accordint to the NUTS-system 

Szint Identification number of units 

NUTS 0 country 1 

NUTS 1 group of regions 3 

NUTS 2 planning-statistical region 7 

NUTS 3 county (capital) 20 

NUTS 4 statistical small region 150 

NUTS 5 settlement 3 154 
Source: CSO Regional Statistical Yearbook, 2010. 

 

In Hungary, the statistical units in accordance with the NUTS units were created by 

the Law 1996/XXI. on Spatial Development and Spatial Physical Planning (hereafter SD 

Law) and the parliamentary decree No. 35/1998. (III.20.) on National Spatial Development 

Concept which was also accepted by the Eurostat due to the proposal of the Hungarian 

Central Statistical Office (HCSO). On this basis from 1 September 1998 on the local level 

almost 3200 local authorities (NUTS 5) and 150 so-called HCSO small areas (NUTS 4), 

furthermore, on the regional level 19 counties and the capital city (NUTS 3), seven statistical 

regions (NUTS 2) and one national level (NUTS 1) have been created (see Table 3.1). 

According to the National Spatial Development Concept of 1998 based on the Act 

XXI. of 1996, the country’s 19 counties and Budapest are regionalised into seven regions in 

order that the spatial development policy, statistical data could be implemented in accordance 

with the applied system of the European Union. The national program of spatial development 

was worked out according to this spatial, geographical standard, and the tasks in the region 

are implemented by the regional development council and its operative organization, the 

regional development agency in each region and they will coordinate the money, projects and 
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the needs in the small regions. The counties were regionalised in a way that each region shall 

have almost the same population and number of settlements. Besides, it was also an important 

aspect that the level of development within the counties in a region must also be similar, and 

the counties must have live connection with each other on the fields of economy and culture, 

tourism, infrastructure, etc.    

 Analysing the socioeconomic movements it can be stated that the meso-level, the 

regions (NUTS 2) have a significant role in influencing the social processes. When setting the 

seven statistical regions of the parliamentary decree No. 35/1998. accepting the National 

Spatial Development Concept, there were two important principles: a./ on the one hand the 

boundaries of the regions are the same with the county borders; b./ on the other hand the 

population of the regions shall be almost the same (except for Central Hungary, where the 

population is almost three times more than the average). The statistical regions, the levels of 

NUTS 2 – as priority supported target areas – are the main categories for getting funding in 

the regional payment scheme of the EU, in particular from the Structural Funds. None of the 

established seven statistical regions in Hungary contain totally homogeneous areas. However, 

every region has a recognizable profile, concerning the development level the counties of the 

regions are similar, and their geographical characteristics are almost the same (Baranyi, 

2008b). 

The basic condition of establishing the autonomous regional roles and functions is to 

create a proper network among the regions and towards the capital. The regional role is 

complete if the internal cohesion of a region is supplemented by social and economic 

relationships. In the European Union the boundaries of the regions are steady. However, the 

regions are opened for all kinds of cooperation with each other, which serves their mutual 

development. When the boundaries of the territorial units, so the regions were chosen, 

primarily they considered the administrative standards, the existing institutionalized territorial 

units’ boundaries according to normative aspects. The established regions were formed by 

compromises in accordance with the principles of spatial development of the Community.            

Law No. XCII. of 1999 confirmed the justification of seven statistical regions 

determined in the National Spatial Development Concept accepted in 1998 based on the Law 

XXI. of 1996, then the decision of the decree 3102/2000. (XII.19.) on bounding the statistical 

regions: ‘the Government analysed the entitlement of the statistical regions for EU structural 

subsidies and based on this the maintenance of the present regional system is justified’. In 

connection with this there is a consensus in the appropriate circles, since it is a quite popular 

opinion that an incidental repeated restructuring would constitute an obstacle in continuing 

the design which result was that the spatial development concepts and the strategic 

programmes based on them were begun to be elaborated. 

The above-mentioned facts are important to highlight, because there are still debates 

on the issues of regionalism and some changes can also be expected, although such opinions     

are more often present which are for the maintenance of the statistical regions and the creation 

of the administrative reform acting on it. There are not few in numbers who favour the 

maintenance of the counties’ role even as a spatial development regional level. However, the 

alternatives of change can be expected in three ways ultimately: 

 According to the recent proposals of the European Union, the system of NUTS would be 

formed based on their population in the following order: NUTS 1. 3 000 000-7 000 000 

people; NUTS 2. 800 000-3 000 000; NUTS 3. 150 000-800 000 people. In this division 

in Hungary there would be three large NUTS 1 (part) levels, Transdanubia, East Hungary 

and Central Hungary and Budapest (the latter is only approaching the minimum level 

recently). 

 As far as NUTS 2 regions (provincial level) are concerned, most of the experts suggest 

leaving the present system of seven regions unchanged, but there is an idea which would 
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create eight medium levels by taking out the capital of Budapest from the county of Pest. 

Finally, a lot of experts support the idea that by contracting the Regions of Central and 

Western Transdanubia there would be six regional levels. 

 Finally, the most reality has those ideas which would increase the number of small regions 

from 150 to 174 in order that by creating some new small areas the present classification’s 

problematic and controversial issues could be corrugated. In this issue actually a 

consensus has been made, and the parliamentary submissions on the new classification of 

small areas approved by the appropriate circles have been elaborated. 

 

Based on the new regulations and modifications the spatial division of Hungary, based on 

the NUTS-system in accordance with the practices used in the European Community, was 

partly altered compared to the situation of 1998 (Tables 5.2, 5.3).   

 

Table 5.2: Area classification in Hungary according to NUTS system, 1998–2012 

 

identificat

ion 

NUTS 

level 

number type identificat

ion 

NUTS 

level 

number type 

between 1998–2003 since 2007 

Country NUTS 1 1 administr

ative unit 

Country NUTS 0 1 administrati

ve unit 

regional, compulsory units regional, compulsory units 

    great 

region 

(group of 

regions) 

NUTS 1 3 non-

administrati

ve 

planning-

statistical 

region 

NUTS 2 7 non-

administr

ative 

planning-

statistical 

region 

NUTS 2 7 non-

administrati

ve 

county + 

capital 

NUTS 3 19 + 1 administr

ative unit 

county + 

capital 

NUTS 3 19 +1 administrati

ve unit 

Local (LAU 1–2), optional units local (LAU 1–2), optional units 

statistical 

small 

region 

NUTS 4 150 non-

administr

ative 

statistical 

small 

region 

LAU 1 174 non-

administrati

ve 

settlement NUTS 5 3 130 administr

ative unit 

Settlemen

t 

LAU 2 3154 administrati

ve unit 
Source: own edition, 2008, 27. 

 

In the European Union the regional boundaries are steady, while the regions are very 

opened for the cooperation with each other, which serves the mutual development. The 

regions – in accordance with the priorities of the Community’s spatial development policy – 

have been created as a result of compromises in Hungary as well. Concerning the region there 

is a consensus in the professional and political circles, since it is a quite widespread opinion 

that an incidental repeated restructuring would constitute an obstacle in continuing the design 

which has already been started. The latter is important to emphasize, because there are still 

debates on the issues of regionalism and some changes can also be expected, although such 

opinions are more often present which are for the maintenance of the statistical regions and 

the creation of the administrative reform acting on it. There are not few people who favour the 

maintenance of the counties’ role - as a spatial development regional level. 
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Table 5.3: NUTS Classification of Hungarian territorial units according to population 

number,  

2011. január 1. 

 

NUTS 3 NUTS 2 NUTS 1 

identification population

(capita) 

identific

ation 

population

(capita) 

identifica

tion 

population(

capita) 

Budapest 1 733 685 
Central 

Hungary 
2 971 246 

Közép-

Magyar–

ország 

2 971 246 
Pest megye 1 237 561 

Fejér 426 120 Central 

Transda

nubia 

1 094 104 

Nyugat-

Magyar–

ország 

3 029 387 

Komárom-Esztergom 311 411 

Veszprém 356 573 

Győr-Moson-Sopron 448 967 Western 

Transda

nubia 

994 698 Vas 257 688 

Zala 287 043 

Baranya 391 455 Southern 

Transda

nubia 

940 585 Somogy 317 947 

Tolna 231 183 

Borsod-Abaúj-

Zemplén 
687 793 

Northern 

Hungary 
1 194 697 

Kelet- 

Magyar-

ország 

3 985 089 

Heves 307 985 

Nógrád 201 919 

Hajdú-Bihar 539 674 

Northern 

Great 

Plain 

1 481 922 

Jász-Nagykun-

Szolnok 
386 752 

Szabolcs-Szatmár-

Bereg 
555 496 

Bács-Kiskun 524 841 Southern 

Great 

Plain 

1 308 470 Békés 361 802 

Csongrád 421 827 

Hungary 9 985 722     
Forrás: KSH Területi Statisztikai Évkönyv, 2010. 

 

Debates on different ideas will probably be appeared to have rested till years later as 

the establishment of real local authority regions and the realization of the administrative 

reform, creating the administrative content, role and functions of the regions and small areas 

can be expected later as well. It seems evident that the present seven statistical regions remain 

the decisive territorial level of the Hungarian regionalism in this form. Thus, the level of 

NUTS 2 is the region which contains 21 thousand square kilometres and almost 1.7 million 

inhabitants on average, in Hungary it is 13.3 thousand square kilometres and 1.44 million 

people on average, almost as much as in Portugal (Table 5.4). 
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Table 5.4: Major characteristics of NUTS 2 regions in Hungary, January 1, 2011 

 

Region territory, 

km
2
 

population, 

capita 

county 

(capital) 

number of 

small 

regions 

NUTS 4 

number of 

settlements 

GDP in 

% of EU 

27 

average, 

2009 

Central Hungary 6 916 2 971 246 2 16 188 95.6 

Central 

Transdanubia 
11 116 1 094 104 3 

26 
401 57.6 

Western 

Transdanubia 
11 328 991 698 3 

25 
657 62.9 

Southern 

Transdanubia 
14 169 940 585 3 

25 
655 43.0 

Northern Hungary 13 432 1 194 697  3 28 610 40.0 

Northern Great 

Plain 
17 728 1 481 922 3 

28 
389 39.4 

Southern Great 

Plain 
18 337 1 308 470 3 

25 
254 41.6 

Average of the 

regions 
13 290 1 426 532 3 

24 
449 60.2 

Hungary 93 026 9 985 722 20 174 3154 60.2 
Source: CSO Regional Statistical Yearbook, 2010. 

 

This region standard of seven units was announced by HCSO to the Eurostat in 

1999, and – adopting to the expectations of the European Union – the value of Gross 

Domestic Product (GDP) has been calculated by these regions since 1996 and HCSO has been 

communicating a lot of information since then, and sampled data collection has been 

organized according to this territorial standard as well (Table 5.5, Figure 5.1). 

 

Table 5.5: Regional (NUTS 2) and county-level (NUTS 3) areas in Hungary’s NUTS-

system 

 

planning- statistical regions counties in the regions 

Central Hungary Budapest and Pest 

Central Transdanubia Fejér, Komárom-Esztergom and Veszprém 

Western Transdanubia Győr-Moson-Sopron, Vas and Zala 

Southern Transdanubia Baranya, Somogy and Tolna 

Northern Hungary Borsod-Abaúj-Zemplén, Heves and Nógrád 

Northern Great Plain Hajdú-Bihar, Jász-Nagykun-Szolnok and Sza-

bolcs-Szatmár-Bereg 

Southern Great Plain Bács-Kiskun, Békés and Csongrád 
source: Baranyi ed., 2008, 29. 

 

The increasing weight of the regional (structural) payment scheme is also indicated 

by the fact that the Regulation No. 260/99 of the European Union entered into force on 1 

January 2001 binds the designation of the underdeveloped areas and the program creation to 
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the level of NUTS 2. Based on the Agenda 2000, serving the restructuring and reformation of 

the structural and cohesion policy of the European Union, regional development programs 

had to be worked out for the units in NUTS 2 in which the structural policy objectives and 

regional actions were also integrated ensuring the embeddedness of the developments. The 

role of all these regions was increased by the implementation of not only the design but the 

development programs, in particular, because according to the position of the EU, all regions 

of Hungary belonged to the assistance zone 1 (underdeveloped) until the end of 2006 

(Baranyi, 2008b).  

 
 

Figure 5.1: Regions in Hungary 
Source: MTA RKK Debrecen. 

 

It is another issue that since the real local authority regions were not created until the 

accession date in Hungary, in the lack of a comprehensive, administrative reform it still 

depends on the successful implementation of the regional program how will regional 

operative programs, in particular of the Northern Great Plain Region, in the New 

Hungary Development Plan (NDP II) be founded and implemented in the new seven-year-

budget period from 2007. Certainly, considering the state of development the most 

disadvantaged regions of Northern Great Plain and Northern Hungary will be particularly 

supported from the Union funds as it was so in the ‘fragment cycle’ between 2004-2006 

(Table 5.6).        

 

The functions of NUTS system: 

 it is a suitable method for the effective analysis of regional problems and economic 

capacities, 

 an effective tool for measuring the regional differences,  

 it serves well the harmonisation and concentration of funds, 

 the real spatial manifestation of the democratisation, decentralisation of the regional 

policy, 

 the realisation of the principle of subsidiarity, 

 expresses the principle of ‘Europe of the regions’ instead of ‘Europe of the nations’, 
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 potential ‘spatial workshop’ of the regional identity. 

 

Recently, concerning the NUTS Regions most of the debates are about the possible 

role of counties on the level of NUTS 3. In Hungary, the counties owing several 

deconcentrated organisations have strong tradition, identity and great acceptance, but they do 

not have real spatial development functions and the funds to establish them, rather their role 

as a holding remained. The idea of the European Union is that beside the basic regions 

(NUTS 2) bearing the real municipal administrative role and the small areas (NUTS 4) also 

having real administrative functions, the counties are not necessarily relied on despite their 

tradition, acceptance and practice in the administration in Hungary. Basically, the level of 

counties will be concerned by the future strengthening of the regions and this also addresses 

the issue of the county spatial development’s future role. In the circle of experts there is a 

widespread compromise that the second- and third-levels in the NUTS system - i.e. the 

regions and the counties - are also needed, because the counties have a coordinating role 

between the region and the small area.  

 

Table 5.6: Division of subsidies from Structural Funds, between the years of 2004–2006 

Region division 

(%) 

subsidies 

from 

Structural 

Funds  

(billion HUF) 

2004 2005 2006 

Central Hungary 17.9 13.6 3.3 4.5 5.9 

Central 

Transdanubia 

10.2 7.7 1.9 2.6 3.3 

Western 

Transdanubia 

7.6 5.8 1.4 1.9 2.5 

Southern 

Transdanubia 

11,5 8,8 2.1 2.9 3.8 

Northern Hungary 17.1 13.0 3.1 4.3 5.6 

Northern Great 

Plain 

20.7 15.7 3.8 5.2 6.8 

Southern Great Plain 15.0 11.4 2.7 3.8 4.9 

Total 100.0 76.0 18.3 25.2 32.8 
Source: Horváth–Szaló, 2003. 

 

These two levels do not exclude each other, because a rational and professional distribution of 

work can and must be done between the two territorial levels noting that the primary level 

belongs to the region and then the small area concerning the accession to the European Union, 

the elaboration of development programs, the access to development funds. However, it is 

also possible that the place and role of counties having a thousand year of history will remain 

still significant in the course of the levels of Hungarian spatial development, even as a 

networker, coordinator or so-called provider. Naturally, this does not exclude but leaves the 

autonomy and authority of almost 3154 local authorities unchanged based on the Law of 1990 

on local authorities.     
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5.2. Regions’ State of Development, Regional Differences 

 

The economic-social processes after the system change of 1990 affected some Hungarian 

regions (in particular the part of North Eastern and Western Transdanubia) more adversely 

since the restructuring of the Hungarian economy happened again under the circumstances of 

a depth territorial crisis. A basic characteristic of the territorial crisis was the further 

‘lagging’ of the Eastern part of Hungary. One of its most obvious signs is that in the counties 

of North Eastern Hungary – in particular in the Northern Great Plain Region – the 

restructuring of the economy was followed by long-term unemployment. The unemployed 

and the long-term employment crisis live in the northern and eastern part of Hungary above 

the imagined geographical line of Békéscsaba-Szolnok-Balassagyarmat, where it is difficult 

to find such settlement which does not have at least twice the national average unemployment 

rate. Two counties in the Northern Hungary Region and 6 counties in the Northern Great 

Plain Region (Szabolcs-Szatmár-Bereg, Borsod-Abaúj-Zemplén, Nógrád, Békés, Jász-

Nagykun-Szolnok, Hajdú-Bihar) are on the top in the unemployment rank. According to the 

employment data, the territorial disparities, the external and internal peripheral areas not only 

in North Eastern Hungary and the Northern Great Plain Region in the whole country can be 

seen well (Figure 5.2). 

 
Figure 5.2: Rankings of the small regions on the basis of ten most important labor 

market indicators, 2002 
Source: Baranyi ed. 2008, 42. 

The Hungarian regions compared to the other Member States of the European Union are still 

on a moderate state of development. As for the development indices in the rank of EU 

regions, the Hungarian regions except for Central Hungary are on the last places by the values 

of GDP per capita. Hungary has always been characterized by large territorial disparities 

in every period of the modern history. Recently, GDP per capita between Central Hungary 

and the underdeveloped Northern Great Plain shows two and a half times more the difference. 

Similar imbalances characterize the performance of the regions according to the indices as 



 71 

well; however, the income and coverage differences are even more significant between the 

counties and the smaller areas (Table 5.7). 

 The socio-economic position of the Northern Great Plain Region is the most 

disadvantaged in comparison of Hungary as well. The status of the region, based on its GDP 

per capita, has not developed compared to the earlier years, furthermore, it can be said that it 

is rather worse now than in the beginning of 1990s. In this respect the Northern Great Plain 

Region is one of the most disadvantaged regions in Hungary again and ranked the region of 

Northern Hungary, which was also a long-term disadvantaged region, and occupies the last 

place in the rank of the domestic regions (Figure 5.3-5.4). 

Table 5.7: Regional performance, 1994–2009 

identification 

GDP per capita, 

1994 

GDP per capita, 

2004 

GDP per capita, 

2009 

thousand 

HUF 

in the % 

of the 

national 

average 

thousand 

HUF 

 

in the % 

of the 

national 

average 

thousand 

HUF  

in the % 

of the 

national 

average 

Central Hungary 619 147 3 210 201 4 243 165 

Budapest 768 182 4 150 261 5 744 224 

Central 

Transdanubia 365 86 1 933 96 2 139 83 

Western 

Transdanubia 424 100 2 111 104 2 397 93 

Southern 

Transdanubia 

353 

84 

1 442 

71 

1 781 

69 

Northern Hungary 292 69 1 343 66 1 590 62 

Northern Great 

Plain 

311 

74 

1 323 

66 

1 676 

65 

Southern Great 

Plain 

350 

83 

1 395 

69 

1 710 

67 

Total 422 100 2 021 100 2 566 100 
Source: CSO Regional Statistical Yearbook, 1995, 2005; 2010. 

 
Figure 5.3:  Development stages of the Eastern European regions on the basis of the 

average of GDP per capita, 2001 
Source: Horváth, 2004. 
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Figure 5.4: GDP per capita in the regions of Hungary, 2009 

Source: CSO Regional Statistical Yearbook, 2010 

 

The situation, in comparison of the European regions, is not dramatically more 

favourable, since considering several indices – not only GDP – which reflect the state of 

development, the Northern Great Plain Region is on the last 10-15 places in the rank of the 

EU Member States (Horváth és Szaló, 2003). It is instructive to compare the most developed 

and the least developed Hungarian regions, which expresses in itself the unfavourable 

positions in the European economic sphere, since the most developed Central Hungary 

Region can be considered as a developed region only in domestic comparison (Figure 5.5). 

 

Central Hungary 

 

 Northern Great Plain 

 

 

 
 

Figure 5.5: The most developed and the less developed Hungarian regions in the 

European economic space 
Source: Horváth–Szaló, 2003 

 

 It is known that in order to reduce the regional disparities of the regions and the 

differences among the regions in their state of development the economic strength or 

development must be improved. Therefore, a larger amount and rate of the funds for catching 
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up and growing are being transferred and allocated to the less-developed, disadvantaged 

regions (Figure 5.6). This ‘reversed’ relation is one of the main assistance policy principles in 

the EU structure policy. Thus, it is obvious that in case of Hungary the largest amount of 

subsidy for spatial development objectives will go to the economically-socially weakest 

regions where the values of GDP per capita are under 75% of the union average. This 

assistance principle of the Union reflecting solidarity, justice and fairness can be particularly 

seen in case of the developed Central Hungary and the underdeveloped Northern Great Plain 

Region, because the difference in the values of GDP per capita in these two regions is 

significant.  

 

 
Figure 5.6: Economic power and EU subsidies, 2005 

 

 As far as the development of small areas is concerned, Northern Great Plain Region 

does not occupy a good place again, since among the HCSO small areas the number of 

stagnant or in better case emerging small areas is prevailing. This situation is well illustrated, 

because according to the statement of Prime Ministerial Office’s National Spatial 

Development Office there were 13 most disadvantaged small areas in the counties of 

Northern Great Plain Region from the total of 42 in 2003, which meant that it was more than 

half of the twenty-three HCSO small areas at that time (Figure 5.7). 

    The situation has not changed much according to the new classification for small 

areas which is valid from 2004 and it was finalised in 2007, since considering the 

economic structure the developed, underdeveloped and lagging small areas are represented 

above the average in the Northern Great Plain Region. Among the multi-purpose complex 

small areas in the region only Debrecen can be counted as a dynamically developing small 

area, but in the category of second most disadvantaged, so-called developed, stagnant small 

areas there are three of them: Nyíregyháza, Hajdúszoboszló and Szolnok. Among the 

medium-developed, emerging small areas there are only three – Hajdúböszörmény, Karcag 

and Mezőtúr (Baranyi, 2008b). 

 Almost ten years after the EU-accession the example of the Northern Great Plain 

Region also warns that the most important issue is still to emerge the underdeveloped 

Hungarian regions, primarily the regions of Northern Great Plain, Central Hungary, Southern 

Great Plain and Southern Transdanubia, which affects directly the future efficiency of the 

regional economic-social development. Today it seems that in the underdeveloped regions 



 74 

there will be a combination of sustainable development and decline in long term, especially in 

Eastern Hungary and several places in the Great Plain, however, the crisis will be on a smaller 

scale, it remains on the level of small areas, and by combining the agricultural production’s 

traditional and modern elements in the nature and environment protection, rural and 

ecotourism the sustainable development can be fulfilled. However, it is an open question how 

many areas will be of modern structure, but low maintenance and the declining, not 

developing rural areas ensuring low standard of living. 

 

 
Figure 5.7: A The less favoured 42 small regions, 2003 
Source: MEH Nemzeti Területfejlesztési Hivatal. Baranyi, 2004a, 15. 

 

The European Union membership has opened new possibilities for Hungary in 

emerging the underdeveloped regions, which has made possible using large amount of 

subsidies from the Structural and Cohesion Funds for spatial development purposes since 

May 2004 (Table 5.8).  

 

Table 5.8: Subsidies to Hungary, 2004–2006, billion EUR on values in 1999 

 
Source 2004 2005 2006 Total 

Structural Funds 448 620 786 1 854 
Cohesion Fund 340 280 374 994 
Total 788 900 1,159 2,847 

Source: Horváth–Szaló, 2003. 

 

 The relative scale of subsidies given to Hungary between 2004 and 2006 (in the so-

called fragment budgeting period) also indicates the significance of aids and their special 

role in the spatial development. As Hungary joined the Union in the middle of the budgeting 

period (May 2004) for 2000-2006, the scale of subsidies was reduced in the last more than 

two and a half years. However, the operative programs (Economic competitiveness, Human 

resource development, Agricultural and rural development, Environment protection and 
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infrastructure, Regional development and Technical assistance OP) of the National 

Development Plan (NDP I.) still got substantial support (Table 5.9). 

 

Table 5.9: Sources of the regional programmes (2004–2006) in billion HUF 

Priorities 
Community 
participation Total 

national 
subsidies 

Total 
ERDF ESF 

1. developing 
regional economic 
environment 

32 – 32 16 48 

2. developing 
regional 
infrastructures 

35 – 35 17.5 52.5 

3. capability for 
social reformation 

– 7 7 3.5 10.5 

Technical assistance 1.5 0.5 2 1 3 
Total 68.5 7.5 7.6 38 114 

Notice: calculated on the basis of 242 HUF/EUR. 

Source: Horváth–Szaló, 2003. 

 

The significance of subsidies in forming the spatial politics and the regional 

development and emerge is even more represented by the division of the Structural Fund 

subsidies which reflects quite well the increased focus of the Union aid policy on the 

underdeveloped regions (see Table 5.6, 5.9). 

Weighing up the opportunities of the regional spatial development, the huge amount of 

budgetary aid matters a great deal which the European Union gave for supporting the New 

Hungary Development Plan’s operative programs for 2007-2013. In this budget period 

compared to the previous one, the magnitude of EU funds – primarily for the structural 

conversion - for Hungary has increased dramatically, which ensures serious source to emerge 

the region by proper development policy and planning.     

From spatial development point of view the disadvantaged areas consist of smaller-

bigger areas in size, groups of settlements and settlements which are markedly below the 

average state of development in some natural, economic and social aspects. The reasons of 

lagging in development and advancement can be multiple, partly historical (e.g. overdue 

development, peripheral state by the border), partly the poor natural, economic and settlement 

geographical characteristics and partly the consequences of previous unfavourable macro- and 

microeconomic factors, distance from the market, unilateral economic structure, little income-

generating capacity of the economy, backwardness in infrastructure, lack of significant 

industrial production capacity, border location consisting rather disadvantages recently, lack 

of towns, chronic lack of capital, acute employment crisis (Baranyi, 1999, 2004a, 2007c).  
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Figure 5.8: MEU sources for Hungary (22.4 billion €), 

2000–2013 
Source: own edition on the basis of NHDP 

 

 

5.3. Characteristics of Disadvantaged, Peripheral Areas 

 

All in all, the main characteristics of the underdeveloped, disadvantaged and declining 

small areas are: 

 significant development differences, territorial disparities; 

 general economic-social backwardness; 

 disadvantaged and particular disadvantaged situation; 

 acute, continuous extremely high unemployment; 

 depth structural crisis, general decay of the industry („rust zones”, areas with the lack of 

industry, fallback of the processing industry, etc.); 

 decay of agriculture (marketing crisis), shortcomings of the service sector; 

 bad state of infrastructure, difficult access and isolation; 

 long-term social crisis, declining quality of life and standard of living (segregation, deep 

poverty); 

 deteriorating public safety. 

 

The disadvantaged state generally and specifically occurs by a lot of unfavourable 

coherent, effect increasing reasons and factors. If some or all of the factors determining the 

socio-economic development are unfavourable, we can speak of particular disadvantaged 

regions and/or small areas. Because of the complexity of disadvantaged or unfavourable 

indices, particular disadvantaged regions can be large land geographical areas and major 

regions (e.g. the Great Plain) or statistical development regions (e.g. Northern Great Plain 

Region, Northern Hungary Region). Small areas can be homogeneous natural, land 

geographical areas (e.g. Bodrogköz, Sárrét, Bereg, Ormánság), but they can also be self-

organizing, previously geographical, historical small areas having administrative and 

traditional background, and so-called HCSO small areas as complex, multi-purpose small area 

associations, like we can find some in the southern part of Transdanubia, primarily in South 
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Western Baranya and Somogy or in some small areas of the Southern Great Plain Region 

(Figure 5.9). However, their presence is the most frequent and extended in the major region 

of Great Plain, mainly in the six counties of Northern Great Plain and Northern Hungary 

Regions in the area of North Eastern Hungary (Baranyi, 2004a;2007a).  

 

 
 

Figure 5.9: Differences among the small regions in Hungary – economic spatial 

structure, 1998–2002 
Source:  MTA RKK ATI, Debrecen Division on the basis of VÁTI 

 

As far as the latter is concerned, it can be said that within Hungary actually the 

whole area of Eastern Hungary, especially Northern East Hungary is still a disadvantaged 

area from socio-economic aspect; there are particular disadvantaged small areas 

(Bodrogköz, Taktaköz, Middle-Tisa area, Bihar, Sárrét, Szatmár, Bereg, Cserehát, etc.), 

external (border) peripheries and transition areas between the external and internal 

peripheries (e.g. Encs, Szikszó, Fehérgyarmat, Mátészalka, Sellye, Szigetvár, etc.) in great 

number. Simplifying, we can say that most of the areas to north from the line of 

Békéscsaba-Szolnok-Balassagyarmat contain the most extended crisis zones, but such 

internal and external peripheries can be found at the border of Tolna and Somogy and in 

Baranya (Baranyi, 2010). For example, if the major region of Great Plain – especially North 

Eastern Hungary – is a disadvantaged peripheral area in the geographical structure of the 

country, its extended border areas and settlements are considered as areas having further 

disadvantages, they are so-called “periphery of the periphery” (Figure 5.10).  
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Figure 5.10: „Periphery of the periphery” in the North-Eastern Great Plain 

Source: Baranyi, ed., 2001. 

 

Actually the disadvantaged or particular disadvantaged character of a region can be 

easily demonstrated by the aid policy of the European Union, since these regions are in 

the first and second target group of the Union aid policy and they get significant support 

from the Structural Funds. Objective 1 aims to emerge the most underdeveloped areas, 

where GDP is lower than 75% of the community average. In this respect the regions of 

Northern Great Plain, Northern Hungary, Southern Great Plain and Southern Transdanubia 

are permanently among the 20-30 most underdeveloped regions on national and Union level 

as well. However, they are significantly concerned by Objective 2, which helps the 

economic and social restructuring of the areas having problems with the conversion 

(declining agriculture, fisheries, industry, etc.) (Figure 5.11). 
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 Figure 5.11: Unfavored and less favored small regions in Hungary, 2007 

Source: MTA RKK Debrecen Division, 2007. 

  

 
 

Figure 5.12: Development states of small regions according to the National Parliament 

Order 67/2007. (VI. 28.) 
Source: CSO Regional Statistical Yearbook, 2008. 

 

There are several calculations and methods to determine the disadvantaged state of 

small areas and settlements. The most well-known and most frequently used official method 
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counts the economical, infrastructural, social and employment data and their subsystems’ 

statistical data when calculating the complex index of economic-social and infrastructural 

development for small areas and settlements. This is how the disadvantaged and most 

disadvantaged small regions are classified from the aspect of spatial development according 

to the parliamentary decrees year by year. 

At present, the government regulation by the Decree No 67/2007 (VI.28.) regulates the 

classification of disadvantaged small areas in which 48 small areas got the most 

disadvantaged class, 47 are in the disadvantaged class, which also expresses that the 

settlements in each area get a similar qualification. The third category ceased in 2007, that 

also counted those most disadvantaged settlements which did not belong to any most 

disadvantaged small area (Figure 5.12). Considering their economic-social position, the 

difference between the small areas and their settlements can also be expressed by the 

enhancement of the word of disadvantaged and most disadvantaged. It is a common character 

of the disadvantaged areas that their sustainable development or perhaps emerge requires 

external and internal development fund.  

 

 
5.4. Control Questions 

1. What are the most important regional and spatial dimensions of the spatial politics? 

2. Explain the territorial division of Hungary in the NUTS system from 1998 to 2012! 

3. What are the most important functions of the NUTS system? 

4. What kind of characteristic regional differences can you see of the Hungarian regions 

concerning their state of development? 

5. What are the main characteristics of the disadvantaged, underdeveloped and declining 

small areas? 

6. Present the location of disadvantaged and most disadvantages small areas in Hungary! 

7. Take a look at Figure 5.12. and draw conclusions of the spatial development differences, 

in particular of the internal and external (border) peripheries! 

8. What does the expression ‘periphery of the periphery’ mean?    

 

 

5.5. Competence Developing Questions 

1. What kind of conclusions can you draw about the economic performance of the Hungarian 

regions based on Figure 5.4? 

2. How the priorities of solidarity, justice and fairness are reflected in the differences of 

economic strength (development) and Union subsidies concerning the Hungarian regions 

(see Figure 5.6)? 

3. Typify your own small area based on the characteristics of disadvantaged areas! 

4. Explain how you would typify the economic-social state of your settlement, small area 

and/or region based on the factors taken into account!  

5. How would you eliminate the disadvantaged state of your settlement or small area? 

In your opinion what are the most serious factors concerning the disadvantaged state and 

from where would you gather reliable information to diagnose it? 
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6. Local Economic Development from Aspects of Regional Development 
 

6.1. The Content of Regional Development and the Integrated Regional Development 

 

 

Starting from the fact that in regional terms there may be considerable differences between 

the economic performances of different regions even smaller socio-economic processes or the 

ones at lower regional levels may play important roles within the global dimensions of the 

economy. Using the competitiveness of the region as an ideological umbrella is a common 

tool used in exploring cause and effect relationships and interpreting local and regional 

economic development. In Hungary, for example, in regard of the profit making ability of the 

economy, the differences between the local, regional and settlement (NUTS 3, 4, recently 

called LAU 1, 2) levels can be at least as significant as between regions and counties. 

Recognising the variances in magnitude, the differences as regards proportions and trends 

can be even more characteristic at local and settlement levels but due to their peculiarities the 

local factors can influence and affect trends in the global economy. In such an approach, the 

recognition of local peculiarities and the intervention on this basis is of vital importance, even 

if the global processes of the economy can influence local actions even more strongly. In a broad 

sense we might as well say that the starting point of global problems may be the local level, the 

economy of the small region and mainly that of the settlement (Bajmócy 2011). 

The truth content of the latter cannot be questioned even if it is settlements, that is 

usually meant by the local level by public knowledge, although the local economic 

development rather displays its effects in the system of relations and brings about changes of 

importance in larger local, or maybe regional or possibly urban and areal or inter-settlement 

polycentric units of settlements. When talking of local economic development, which means a 

conscious intervention into economic processes, it is always small regions and settlements 

that are understood by the term area development. Guided by the classification of 

EUROSTAT and wording it more precisely, there are two local levels, on the one hand there 

are statistical small regions (their number in Hungary is 174) and on the other hand there are 

settlements - villages, towns and cities – (on 1
st
 January 2011 their number is 3154 out of 

which 328 are settlements with the legal status of a town or a city). In this relation the concept 

of local region gains a special importance as it means a town and its satellite settlements 

where workforce is attracted from. For example, in the case of a town and its satellite 

settlements the residents employed can change their jobs in the local region without having to 

change their residences or just the other way round, the change in the place of residence does 

not necessarily entail a job change as well. Starting out from the above, local economic 

development at the local level in theory, primarily means the level of settlements and as 

regards it essence it much rather refers to local regions or small regions that embody it more 

fully (Baranyi, 2007c). 

Law CVII of 2007 (amendment of Law CVII of 2004 on the multi-purpose small area 

association of local municipalities) resulted in the establishment of 174 small regions or 

complex small region associations. As regards local economic development the system of 

small regions created further opportunities that enhanced the formation of a novel economic 

operation with a dynamic attitude (Bajmóczy, 2011). Amongst others the following factors, 

including the widening of the roles of small regions as listed below also contributed: 

 The establishment of the system of development councils for small regions, which 

covered the area of the whole country without overlaps. 

 The regulation of the spheres of tasks and authority of small region development councils, 

the precision of the regulations related to municipal associations for regional development 

at the level of the small region, without limiting the freedom of association. 
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 All the mayors in the small region are members of the development council (irrespective 

of the fact whether they are members or not of some development council in the small 

region). 

 Increased prevalence of the principle of partnership, the extension of the number of those 

involved in the work of the council (representatives of chambers of commerce, economic 

organisations, civilian and other social organisations, etc. in the small region taking part 

with the right of consultation). 

 Joint undertaking of implementing projects and securing funds. 

 For lack of a two-third-majority law the basis of sustainability and operation is the central 

fund awarded for tasks undertaken jointly in the form of the association. 

 

The conceptual content of regional development was laid down in law XXI on 

regional development of 1996, which mentions economic development as an area to be 

stressed among the objectives and tasks of regional development and also includes local 

dimensions and highlights among others: 

 the enhancement of establishing a social market economy, 

 establishing the conditions for sustainable development, 

 enhancement of the spatial expansion of innovation, 

 establishment of a configuration also meeting economic objectives, 

 moderating the differences which are also manifested in economic conditions, 

 maintenance of the equilibrium between the economy as well as the environment and 

society, 

 a development policy that enhances the renewal of the economy and uses regional 

resources, 

 the enhancement of the renewal of the structure of the economy, 

 improving the conditions for innovation, 

 and creating an environment that is attractive to investors. 

 

The norms for developing local economies were already included either directly or 

indirectly in the objectives of regional development with a special emphasis in the principles 

and tasks of Tftv of 1996. 

 Changes in the spatial and settlement configurations so that conditions are established for 

the receipt of businesses, making local resources dynamic and increasing income earning. 

 Decrease in the differences in opportunities – bringing civilisation and infrastructure 

conditions nearer to each other, decreasing the level a backwardness of regions, handling 

social problems, the enforcement of the territorial aspect of the welfare state.  

 Developing programming methods – tools, institutions that signal problems, early 

recognition and handling of signs of structural crises; the role of a regional development 

strategy, development of the system of tools and institutions of the European Union and 

dissemination of their practices. 

 Activation of endogenous (internal) resources – strengthening human, natural 

endowments, local initiatives, bottom up movements and the introducing new forces into 

regional processes. 

 Increasing the co-ordinating role of regional development policy – vitalising interests 

at higher than industry level, reviving cooperation between industries. 

 Strengthening cross-border cooperation – active participation in it, exploitation of the 

potential of the country, new opportunities for finding contacts with Hungarian national 

living in neighbouring countries, which can be ensured right through the economy and 

regional cooperation (infrastructure, offering gates, reviving the economy). 
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The tasks listed, however, were not highlighted in the law with a general purpose of 

economic development, but as tools that can help backward regions close up, can be used to 

decrease regional differences within the country, and directly or indirectly put the possible 

content and development potentials of local economic development into words. As a 

matter of fact, this was in line with the demand for changes in the economic structure, 

which was in the foreground of public thinking and tasks of the 1990s, and which was called 

to serve the establishment of a modern competitive economic structural change. Although the 

law neither names nor uses the term “local economic development” either as regards its 

objectives or tasks literally, but in its content it is definitely there and it is easy to notice that 

local economic development may mean above all the exploitation of regional resources. 

 On the basis of technical literature on the topic, scientific analyses and also the view of 

regional (area) science, according to concordant, so to speak mutual understanding, economic 

development although is not the sole and exclusive but remains a very important tool for 

regional development. According to the National Regional Development Concept economic 

development is no longer the primary tool for regional development but it is changes into a 

complex system of development more and more, in the new concept of the content and method 

of which the term integrated regional development is most suitably used. 

 

A definition of integrated regional development 

Regional development is the sum total of interventions which signal that 

economic development can serve regional development in topic-specific 

relationships only together with other regional development interventions, in a 

regionally integrated complex manner. As regards this integration, which is in fact 

integrated regional development in the modern sense, it is the local economic 

development that offers the most efficient solution and space, which presupposes 

reliance on versatile social, economic and cultural resources. In a modern 

approach integrated regional development secures an important priority for the 

development of the local economy (Czene and Péti, 2010) 

 

The local production or service providing activities involve the full range of activities 

but as regards activities resulting from local economic development, it is not only local 

employment opportunities and incomes resulting are important from the point of view of 

regional development but the efficiency of local development policy also contributes to 

keeping the population of small settlements and rural areas in place and preserving cultural 

and environmental treasures. In the case of an economic development applied efficiently 

another objective of regional development, the polycentric network of settlements or a 

harmonised area structure can also be realised. (Czene and Péti, 2010). 

 In addition to the fact that integrated regional development meets the most important 

objectives of the regional economic policy of the EU aiming to decrease economic 

imbalances, among others the Barca reform  proposals (see chapter 5), which represent place-

based solutions of the development policy by serving the cohesion policy in a new way since 

the directions of the new strategy of the development policy are built on local (small region 

and settlement) dimensions in it with a special view of the two objectives undertaken in the 

program package, the increase of low efficiency and the elimination of social discrimination 

as well as providing assistance to ensure equality and social adaptation. 
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6.2. Local Levels of Regional Development – Small Regions, Settlements 

 

The small region level of regional development has changed several times during its short 

history of ten years and is still in the shaping. The history of small regions dates back to the 

early 1990s. Not long after the law on local authorities was introduced in 1990 there emerged 

the need for establishing some kind of small region level. The organisation establishing small 

regions themselves were created primarily on a voluntary basis, in a bottom up and 

democratic manner at the initiative of local authorities in the form of mall region alliances and 

associations to accomplish various objectives. 

The so-called functional small region associations organised voluntarily “from bottom up” 

in a democratic way, recognising mutual interests formed alliances with concrete objectives, defined 

tasks in the interest to represent and protect mutual interests. The associations were primarily 

established o that the local authorities concerned could rely and build on the alliances and 

associations in the small region (local authority) in the field of regional and settlement development. 

In the establishment of the individual associations in addition to a number of other considerations 

the following important criteria played decisive roles: physico-geographical bases, historical 

(former) public administration bases, the recognition of a similar position in the settlement network, 

the relationships within the satellite network, other traditions, etc. Of course, the nature of most of 

the small region associations can be defined on the basis of more than one consideration, several 

organising principles at one and the same time and so also several conditions may have played roles 

in the establishment of one association and in the counties of the individual regions several 

settlements were members of more than one association at one and the same time (Baranyi, 2008b). 

In opposition to the small region associations, organised bottom up, the main 

milestones of the “official” so-called statistical system of small regions is as follows: 

 1
st
 January 1994: The KSH (Central Statistical Office) introduces the statistical system of 

small regions, which consisted of 138 units. 

 1
st
 August 1996: The establishment of NUTS system, the formation of NUTS level 4, the 

so-called KSH small regions on the basis of the nomenclature according to law XXI of 

1996 and the expectations of EUROSTAT (150 small regions). 

 The basic principle of the small region system consisting of 138 and 150 small regions is 

the every-day or frequent contact based on attraction. 

 1
st
 January 2004: Government order 244/2003 (XII. 18.) – multi-purpose, complex small 

region association, instead of 150 there are 168 small region levels now. 

 On the basis of law CVII of 2007 the number of small regions is increased to 174 as 

multi-purpose, complex small region associations. 

 

As regards the planned-statistical small regions, for practical reasons, the NUTS 

system in the European Union was primarily built on the administrative division of the 

individual countries with regard to the borders of the already established territorial units and 

normative criteria. For the accession countries, with Hungary included, the creation of a 

harmony between the NUTS territorial division and the administrative system is a task for the 

future. At NUTS 2 regional level, i.e., at the two local levels within the region there are the 

small region (NUTS 4) and the settlement itself (NUTS 5). 

First, it was law LXV of 1990, the so-called law on local authorities, through which 

the independence of local self-governments and the possibility of free associations were 

guaranteed. According to the law the small region is a territorial unit that can be identified on 

the basis of the totality of the functional system of relations between the settlements: it is the 

totality of settlements that are in intensive relationships with each other, self-organising and 

have common borders. In the spirit of the law it is characteristic that the so-called self-

organising associations in the small regions established until the mid-1990s were versatile 
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and functional initiatives created in a bottom up manner on democratic bases. The most 

frequent types were organisations established physical-geographical bases, historical (former) 

public administration bases, the recognition of a similar position in the settlement network, 

the relationships within the satellite network similarly in the county of Hajdú-Bihar, which 

serves as an example where the number of sometimes formally existing small region 

associations is 11: 

1. Bihari Önkormányzatok Szövetsége 

2. Debreceni Agglomeráció Önkormányzatainak Településfejlesztési és Térségfejlesztési 

Társulás 

3. Dél-Nyírség Ligetalja Települési Önkormányzatok Egyesülete 

4. Tiszamenti Települések Területfejlesztési Társulása 

5. Erdőspusztai Önkormányzatok Településeinek Társulása 

6. Hajdúsági Önkormányzatok Hagyományőrző és Érdekképviseleti Szövetsége 

7. Sárréti Településegyüttes Társulása 

8. Kis-Körösmenti Térségfejlesztési Alapítvány 

9. Határmenti Bihari Települések Területfejlesztési Társulása 

10. Északhajdúsági Településszövetség és Térségfejlesztési Társulás 

11. Közép-Bihari Önkormányzatok Területfejlesztési Társulása 

 

By way of comparison, it is enough to say that in the three counties  (Hajdú-Bihar, 

Jász-Nagykun-Szolnok and Szabolcs-Szatmár-Bereg) that constitute the Észak-alföldi Régió 

(Northern Great Plain Region) there are 35 small region associations altogether: 11 in Hajdú-

Bihar, 6 in Jász-Nagykun-Szolnok and 18 in Szabolcs-Szatmár-Bereg. 

The role of self-organising associations was later relegated and in line with the 

recommendations of EUROSTAT law XXI of 1996 on Regional Development speaks of regional 

developmental strategic units and not of a small region developmental level that can be 

identified on the basis of attraction-relationships. According to law XXI of 1996 on Regional 

Development “the Small Region is the sum-total of the functional network of contacts 

between settlements” (highlighted by the author), and a regional developmental statistical unit 

that can be delimited on this basis. The territories of small regions covers the whole area of the 

country without overlaps and matches the borders of the regional developmental statistical region, 

the counties and other small regions. The administrative area of each settlement belongs only to 

one small region, which is determined by a government order”. 

This means that in accordance with the above, the implementing provisions of Tftv. of 1996 

prescribed the application of the so-called official KSH small region system. Thus the next 

stage in the formation of the small regions was the transition to the statistical small region 

system introduced on 1
st
 January 1994 consisting of 138 units, which had been created by the 

Central Statistical Office partly in accordance with the expectations of EUROSTAT in 1992-

1993. This was necessitated because of the extensive and multi-purpose (regional differences, 

infrastructure, employment, unemployment, supply of the population) statistical monitoring 

and analysis of territorial units that are smaller than counties, i.e., satellite regions. According 

to the expectations of the KSH the system of statistical small regions consisted of small 

regions that covered the whole area of the country, did not cross county borders and included 

units of geographically adjacent settlements and was based on real work between the 

settlements, contacts related to residence, transport secondary supply (education, health care, 

trade), etc. In this system of small regions the settlements were attracted to one or more 

central settlements due to the nature of their contacts. Finally, after another amendment the 

KSH started applying the now small region distribution of 150 regions from 1
st
 August 1997. 

In addition to the fact that that the principle of the small region type formerly consisting of 

138 and later 150 NUTS 4 units was the day-to-day or frequent attraction-relationship, the 
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“official”, so-called KSH small region system consisting of 150 units was not organised on 

an administrative basis either but was a statistically defined local regional level (figure 6.1). 

 

 
 

Figure 6.1: KSH small regions (NUTS 4) in Hungary until 2004 

Source: Prime Minister’s Office 

 

Another change to the system of small regions was the result of law XXI of 1996 on 

regional development and county planning and law CVII of 2004 on the association of local 

authorities to multi-purpose small regions, which resulted in the modification of certain elated 

laws, on 1st January 2004 established 168 small regions instead of 150 ones, and a new 

modification of law CVII in 2007 Parliament decided on forming 174 so-called multi-

purpose (complex) small region associations (figure 6.2). 

As a result of the modification the earlier KSH small region classification changed and 

the number of these small-scale regional levels increased but due to the lack of a common 

consent on the part of the legislators the small regions did not get any administrative function 

even now despite acquiring novel duties. Nonetheless, the most significant difference from 

the earlier situation is the novel type small region was already positively classified as a 

“regional developmental statistical unit” and not a “planning-statistical) one that could be 

delimited on the basis of attraction-relationships. As regards the classification of the small 

regions in the KSH registration system into so-called satellite regions on the basis of the 

contacts of the settlements, the developers of the system considered the aspects of the 

planning-statistical procedure and technical interests represented by EUROSTAT much rather 

than “bottom up” democratic self-organising initiatives and demands based on mutual 

interests (Baranyi, 2008b). 

The Law on Local Authorities accepted in 1990 did not recognise any intermediate 

administrative territorial subdivision within the county on the basis that all local authorities are 
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equal before the law. As a consequence, combinations of settlements (small regions) that live 

together and rely on one another within a system of settlements cannot be defined in terms of 

administrative classification. In recent years, however, the introduction of certain 

administrative, service, in general some management” type activities can be observed, which 

follow the system of statistical regions or try to do so. The examples include document offices, 

networks of small region managers, branches of banks and insurance companies, regional 

centres of informatics-communications service providers. By establishing the current small 

region structure of 174 units Law CVII of 2007, which modified law XXI of 1996, on the case 

of small regions, would like to see a more pronounced introduction of regional development, 

public service and administrative functions and a kind of decentralisation in addition to 

correcting earlier inequalities and problems. 

 
Figure 6.2: Statistical small regions in Hungary, 2010 

Source: KSH Regional Statistical Yearbook, 2010. 
 

The small regions established on the basis of law CVII of 2007 also extended the 

functions of small regions at the expense of those of the county in a way that the utilisation of 

decentralised funds partly went over to the power of regional (NUTS 2 level) and partly to the 

power of complex small region associations. Also, due to the existence of complex small 

region associations the independence and initiative of small regions as well as the roles of 

local economic, country planning and other business and regional-local developments 

increased. Amongst other the important decisions and activities are major tasks of small 

region associations, in other words regional developmental associations of local 

authorities: 

 the coordination of settlement development; 

 the agreement of local authorities of settlements to develop the region; 

 development of joint developmental projects; 

 creating a local harmonisation of law; 

 managing public-utility functions; 

 creating a mutual fund, providing joint financial and insurance services; 
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 coordinating the maintenance of institutions (education, health service) ; 

 organising training and further training; 

 establishing a small region information network; 

 operating tourism on the basis of mutual interests; 

 

Table 6.1: Populations of settlement and the distribution of the population according to 

population size categories, January 2011 

Population size Number of 

settlements 

(pc) 

Distribution 

of 

settlements 

% 

Number of 

inhabitants 

(head) 

Distribution 

of 

population 

% 

      –   499 1 097 34.8 285 519 2.9 

   500 –   999 675 21.4 484 415 4.9 

 1 000 – 1 999 632 20.0 913 403 9.1 

 2 000 – 4 999 476 15.1 1 431 051 14.3 

 5 000 – 9 999 130 4.1 896 752 9.0 

 10 000 – 49 999 125 4.0 2 407 475 24.1 

 50 000 – 99 999 10 0.3 664 988 6.7 

100 000 –  9 0.3 2 902 119 29.1 

Total: 3 154 100.0 9 985 722 100.0 
Source: KSH Regional Statistical Yearbook, 2010. 

 

Of course, at the local level these changes have left the high degree of independence 

and powers of currently approximately 3154 local authorities of settlements guaranteed by 

law LXV of 1990. The “foundations” of the Hungarian regional policy and administration are 

formed by the settlements (328 towns and 2826 village) found at the lower layer of the 

regional hierarchy, in relation of which it is no longer secret that the structure of settlements 

in Hungary is extremely broken up and most of them find it hard to solve problems related to 

maintenance and financing, which also raises the necessity of re-regulating the law on local 

authorities (Table 6.1). 

 

6.3. The Means and Ends of Local Economic Development 

 
General professional judgement has it that the local economic development means a conscious 

community intervention into local economic processes. According to this approach there are two 

important elements of local economic development, the conscious and community nature are 

the ones that can be highlighted. Consciousness is manifested in the fact that interventions serving 

and intentions to influence local economic development are mostly based on strategies laid down 

in written documents and development concepts , ideas and strategies that are shared by 

predominant groups according to their sizes and who motivate joint actions. in live with this the 

community nature is expressed in the fact that community intentions and endeavours do not 

follow individual objectives but serve mutual interests of smaller and larger groups of local agents 

(Bajmóczy, 2011).  

 Of course, all the forms of local (small region and settlement) economic development 

are tools for development at local levels, since as a matter of fact local economic development 

can be categorised together with the topics of local development from a regional development 

point of view. It is settlements, micro-regions and small regions that we understand by the 

term local level. As we have mentioned earlier there are three common elements in the 

interpretations related to local developments: the involvement of local agents, the investment 

of local resources and the exercise of local control, out of which the latter is the most stressed 
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one because it ensures the enforcement of local interests even when external resources and 

agents appear. The basic condition for bottom up driven development is that the local 

community should be able to determine its objectives the paths leading up to them and the 

way to adapt to changes in the external world in an autonomous way (Czene and Péti, 2010). 

An important prerequisite of the successful realisation of local, small region and settlement 

initiatives and development strategies is the availability of own political, financial and 

institutional organisational frameworks and not last the existence of own secure financial 

funds and resources. Obviously, s regards the important means of financing resources, in 

addition to Union resources (Structural Funds, Community initiatives, etc.) direct state 

resources to assist regional development (state, regional and other) and indirect financial 

instruments, sources of subsidies (e.g., regional tax allowances, special industrial subsidies in 

the framework of industrial policies, regional preferences of state target allowances, extra 

subsidies for the assistance of the development of backward regions, the support of 

settlements hat are disadvantaged through no fault of their own, etc.) are also available. 

 It was law XXI of 1996 (Tftv.) on regional development and country planning, which 

can be considered to have laid down the legal foundations, that took the instruments of 

regional development and country planning serving local development into consideration for 

the first time. Chapter IV of the law contains the instruments for regional development and 

country planning, including the most important forms of assistance, out of which the most 

important financial resources serving assistance are included in the allocations and 

earmarked subsidies:  

 Területfejlesztési Célelőirányzat (target allowance for regional development) (TFC) 

 Térség és Településfelzárkóztatási Célelőirányzat (target allowance for the closing up of 

regions and settlements) (TTFC) 

 Területi kiegyenlítő támogatás (regional equalisation grant) (TEKI) 

 Céljellegű decentralizált támogatás (targeted decentralised grant) (CÉDA) – see later in 

more detail. 

 

 The most important normative principle in relation to the means also assisting local 

economic development is the decentralisation of the utilisation of resources in close 

connection with the general requirements of financing: 

 Financial regulations integrating regional objectives. 

 The decentralisation of resource allocation. 

 The principle of resource concentration. 

 The requirement of additionality. 

 The requirement of fitting into the project. 

 The principle of multi-channel financing. 

 The equilibrium of normativity and discretionality. 

 

 Out of the general conclusions on financing economic development the 

decentralisation of resource allocation is of extreme importance: 

 the support of developmental objective and projects 

o of national importance, covers several regions → central allocation in the budget; 

o of regional importance, covers several counties → allocation from the budget of the 

regional development board; 

o small region and settlement development objectives of county importance → 

allocation from the budget of the county development board; 

 the extent of decentralisation 
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o 35 % of the target allowance for the regional development is for regional and 30% for 

the county level; 

o regional equalisation grant → county level; 

o target allowance for the closing up of regions and settlements → regional level. 

 

 The decentralisation of considerable financial funds from the budgetary allowance 

included among others regional development and regional equalisation grants, regional and 

settlement closing up resources and industrial target allowances. 

 As regards the financial conditions of financing, including local economic 

developments, in the interests of realising the objectives of regional development efficiently, 

the objectives of regional development have to be taken into account when the central budget 

and the individual projects and developments are accepted: 

 in developing national infrastructure networks; 

 in projects for crisis management industrial policy of the industry and agriculture; 

 in employment policy; 

 incentive schemes for investments and businesses and in the development of funds for 

investment development; 

 in compensating mechanisms of regulating local authorities; 

 in tourism; 

 in the fiscal policy; 

 in welfare policy and the health service; 

 in cultural and public education policies; 

 

Figure 6 shows the nature and proportions of financial resources available and so the 

utilisation of resources broken down into categories of settlements. The figure also indirectly 

illustrates the importance of their roles in the local (settlement) economic development. 

 
Figure 6.3: The distribution according to categories of settlements of all the subsidies, 

1999-2002 
Source: OTK, 2005. 
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  As regards the financing of regional development, in relation to the utilisation 

of financial funds assisting the realisation of local developments, the terms related to the 

objectives and instruments of local economic development are interrelated and show 

overlaps between regional development, settlement development, rural development, regional 

economic development and country planning (Bajmóczy, 2011, see also figures 1.4 and 1.5). 

Every related theoretical and empirical experience reinforce that activities and interventions 

connected with local economic development are to some extent, directly or indirectly are also 

linked to any one of the developmental activities, and in most cases concern all of them. As a 

matter of fact local developmental policy is most efficient when in relation to the contents of 

the interventions, the objectives and system of ways and means of the development are more 

or less present in a quasi-integrated way the topic-specific technical material prepared by 

VÁTI Magyar Regionális Fejlesztési Urbanisztikai Nonprofit Kft. n 2010 with support from 

Nemzeti Fejlesztési Minisztérium és a Nemzetgazdasági Minisztérium. This material 

classifies the tools for economic development, especially the ones related to support policy 

into three larger groups and their subsystems (Czene and Ricz eds., 2010).  
 

1. The role of the instruments of region developmental support policy in local economic 

development 

 

It has been mentioned several times that economic development has been part of region-

developmental support policy, which in a given situation may also include local economic 

development, if this is necessary. It was especially so after 1996, the birth of the revolutionary 

law XXI of 1996, when first the county regional development boards and then from 2007 the 

regional development boards managed the decentralised regional development grants, from 

which businesses, local authorities, associations of local authorities, chambers of trade and 

business development trust funds received resources to support the realisation of their dmaller 

or bigger economic development ideas. 18.6 % (HUF 86.3 billion) was spent on direct 

economic development resulting in the implementation of 5717 projects. 

In reality, this amount might have been much higher in the form if indirect resources 

since the other support objectives and so such as human infrastructure, end human resource 

development, the development of transport and settlement infrastructure, not to speak of the 

development of tourism must have had effects on the economic development. And the support 

for public employment is expressly an area that belongs within the local economy (table 

6.3).As direct means the allowances for regional development were concentrated in the 

hands of the following managers of the resource:  

 Területfejlesztési Célelőirányzat (target allowance for regional development (TFC) 

(1996–2003) 

o the close up of beneficiary regions and settlements 

o refundable, non-refundable grants, interest subsidy 

o central and county tendering operations 

o objectives that may be supported 

 in the central system of tendering operations (the implementation of regional 

development strategy, the management of problems resulting from the liquidation 

of coal mines, job-creating investments) 

 in the county system of tendering operations (job creating and preserving 

investments, construction of industrial areas, innovation centres, incubation 

houses, programmes assisting regional development and the organisation of local 

society, developments contained in the decisions of the county development 

board). 
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 Terület- és Régiófejlesztési Célelőirányzat (target allowance for area and regional 

development) (TRFC) (2004–2008) 

o it contains the support fund for small regions, area development allowance, support 

appropriations for entrepreneurial belts and target allowances for the close-up of 

regions and settlements for the year 2002 in a combined form 

o Objectives: 
 Moderating considerable spatial socio-economic equal opportunities 

 Economic development programmes based on structural reorganoisation and 

regional integration 

 The involvement of international funds and business as well as investment capital 

in regional development programmes 

 Among the objectives of regional development the support of entrepreneurs in 

beneficiary regions is especially stressed in order to preserve their 

competitiveness, the improvement of employment in their regions and 

strengthening their market positions. 

 Kistérségi Támogatási Alap (small area support grant) (KTA) (2003) 

o objective: to decrease the lack of funds of disadvantaged local authorities 

o since 2003, the development of projects, preparation of feasibility studies, plans 

o strengthening the project-generating role of the 42 most disadvantaged regions 

 Leghátrányosabb helyzetű kistérségek felzárkóztatásának támogatása (supporting 

the close up of the most disadvantaged small regions) (LEKI) (2006–2009) 

o the 47 most disadvantaged small region 

o The objectives that may be supported: 

 infrastructure development both in inner city areas and on the outskirts of 

settlements in order to perform the basic duties of local authorities 

 the development of the public utility water supply 

 sporting activities related to tourism, environmental and nature protection 

 the improvement and enlargement of local markets and market-halls 

 developments serving the construction of community internet acces points 

 the implementation of a social land programme 

 the realisation of development objectives defined in the tender calls of the region 

and related to local economic development 

 infrastructure developments related to improving health 

 Területi kiegyenlítést szolgáló önkormányzati fejlesztési célú támogatás (support 

grants for developments by local authorities aiming to equalise regions) (TEKI) 

(1996–2009) 

o the moderation of the differences in the standard of development between settlements 

o local authorities of beneficiary regions can apply 

o non-refundable grant 

 Céljellegű decentralizált támogatás (targeted decentralised grant) (CÉDE) (1998–

2009) 

o the development of institutions operated by local authorities 

o local authorities can apply 

o grants to support developments totalling in large sums of money 

 Térség- és településfelzárkóztatási célelőirányzat (target allowance for the closing up 

of regions and settlements) (TTFC) (2003),  

o the support of 94 disadvantaged small regions 

o regional development boards 80%, Nemzeti Területfejlesztési Hivatal (National Office 

for Regional Development) (20%) 
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o the 42 most disadvantaged small region (893 settlements, 13,7% of the population, 1,378 

million people) 

o the support of the remaining 52 disadvantaged small regions 

o Objectives to be supported: 

 the improvement of the accessibility of cul-de-sac settlements 

 strengthening the capital attracting potentials of disadvantaged regions 

 The development of the productive and human infrastructure of disadvantaged 

regions 

 preparation for the receipt of EU structural funds 

 Vállalkozási Övezetek Támogatási Célelőirányzata (target allowance for 

entrepreneurial belts) (VÖC) (2003). 

o Special support (tax allowance for companies, regional and other tax allowances) 

o Instruments for regional development (TFC) 

o 11 entrepreneurial belts and the industrial parks linked to them 

o Objectives to be supported: 

 infrastructure development to serve economic development 

 investments made by entrepreneurs and businesses 

 services within the belt 

 contributions to overhead costs. 

 

Table 6.3: Shares of the regions from the Regional development fund/target 

allowances, 1991–2002, % 

Region 1991–

1993 

1994–

1995 

1996–

1998 

1999–

2000 

2001 2002 
Counties Counties

+ 

Regions 

Counties Counties 

+ 

Regions 

Southern-

Transdanubia 

2.6 2.5 11.6 12.6 12.5 12.5 12.7 13.0 

Western-

Transdanubia 

2.5 0.7 7.0 7.6 7.7 7.7 7.5 7.1 

Central-

Transdanubia 

1.3 0.5 9.2 8.9 8.9 8.9 8.9 10.0 

Southern 

Great Plain 

5.4 5.6 19.1 19.9 20.1 20.1 19.8 18.2 

Northern 

Great Plain 

53.2 33.4 25.4 24.8 24.6 24.6 25.0 23.9 

Nothern 

Hungary 

34.7 60.6 20.9 19.7 19.7 19.7 19.7 19.1 

Central 

Hungary 

0.1 0.2 6.8 6.5 6.6 6.6 6.4 8.7 

Total: 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 

Source: Sarudi, 2003. 

 

Areas of economic developmental relevance of the domestic regional development 

allowances listed above: 

 Production and business infrastructure: establishment of industrial parks, innovation 

centres, incubation houses, development of industrial areas and brown field areas, 

infrastructure development of businesses on plant domiciles and work sites. 

 Business development: Procurement of technology, machinery, equipment for and 

development of businesses, innovation, business development services provided to micro-, 
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small and medium sized businesses, counselling, support of developments realised in 

entrepreneurial belts. 

 Job creation and preservation: Creation of new jobs and preservation of old ones through 

economic development investments of businesses. 

 Public employment: equipment procurement for employment of public purpose and utility 

organised by local authorities, social land programme in disadvantaged regions. 

 Planning, preparation: economic development in small regions, devising programmes and 

business plans for tourism and other economic development purpose projects and 

concepts; preparation of feasibility studies of investments, publications with economic 

development contents aiming to stimulate investments. 

 

In addition to the elements listed training courses aiming to vitalise businesses or 

the economic diversification supported with the grant for LEKI (support for the most 

disadvantaged small regions) i.e., the support for the extension of economic activities (e.g., 

the development of local markets) can also be mentioned. Another important aria was the 

development of tourism with developing improving accommodation and other facilities to 

receive tourists, where 2279 projects were awarded a total of HUF 16.8 billion (Czene and 

Péti, 2010). 

Following Hungary’s accession to the EU (1
st
 May 2004) but especially after the fiscal 

cycle of between 3007-2013, Union development funds came very much to the foreground, 

the role of operative projects organising project resources and in line with this the economic 

development role of domestic regional development grants decreased (figure 6.4 and see 

figure 5.8). The support of the economy was taken over by the Gazdaság- és 

Vállalkozásfejlesztési Operatív Program (economic and business development operative 

programme) (GVOP), then by the Gazdasági Operatív Program (economic operative 

programme) (GOP) and the Regionális Operatív Program (regional operative programme) 

(ROP), which was followed by regional operative programmes. They had general economic 

and business development contents and did not primarily focus on economic development. 

This is why fact that local, economic development-related initiatives of local authorities, if 

they did not receive subsidies from Union funds, were included among the tenderable 

objectives of LEKI 2009, is if importance. Project proposals came from local authorities 

mainly for small value equipment procurements and infrastructure development related to the 

social economy. At the same time there was an opportunity to develop and enlarge local 

markets and market halls. 

 
Figure 6.4: European Union funds, 2000–2013 

Source: Veress, 2005. 

Note: FDI – Working capital-investment 
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2. The role of the instruments of support policy for rural development in local economic 

development 

 

Rural development, which is organised independently of regional development, has been 

present as an independent support system in Hungary since 1999. This technical policy has 

not got a system of objectives laid down in law. Its objectives, instruments and “powers” are 

basically determined by the Common Agricultural Policy (which gives more and more 

emphasis to regional development) of the European Union. Its essence is that in the so-called 

rural regions (there is no EU methodology for this, it is the decision of the given country to 

regard a region a rural one if such a category is applied) in addition to agriculture a colourful 

economy should be established which is suited to the properties and traditions to locality. In 

addition to the fact that economic diversification increases the security of livelihood, the 

interventions of rural development also aim to prevent people from abandoning villages and 

rural towns and to increase the population-preserving potentials of rural regions. This is why 

the support funds for rural development have been managed by the following sources: 

 Vidékfejlesztési Célelőirányzat (Target allowance for regional development) (VFC) 

(2000–2003),  

 Sapard előcsatlakozási alap pályázatai (project proposals for Sapard pre-accession funds) 

(2004–2006),  

 Agrárstruktúra- és Vidékfejlesztési Operatív Program (AVOP) pályázatai (Project 

proposals of the agricultural structure and rural development operative programme) 

(2004–2006),  

 Új Magyarország Vidékfejlesztési Program (ÚMVP) pályázatai (project proposals of the 

new Hungary rural development programme) (since 2007). 

 

The administrators listed of rural development programmes have directed the 

contents and directions of local rural development since the beginning: 
 the diversification of the rural economy, (an alternative source of making incomes) handicraft activities, 

small-scale and service industry-like (e.g., social services, processing activities, the use of renewable energy 
sources), the production and processing of local, region-specific products, local, small-scale food 
processing, agro-tourism – either independently or jointly with operating, production businesses. Local 
markets. 

 Village tourism: increasing the accommodation facilities and qualitative improvement of village and cottage 
tourism, tourism services. 

 Development of micro-businesses: establishment and improvement of micro-businesses through 
investments and subsidies for starting businesses. 

 

In line with the objectives meeting local economic development, the methodology of 

rural development is linked to the local level, meaning settlements, micro- and small regions. 

Within the framework of the LEADER programme (see, terminology bank) regional 

harmonisation and linking also form parts of its instruments. 
 
3. Technical policies and areas related to local economic development 

 

From the point of view of the development and improvement of a region it is not only direct 

supports for regional and rural development that are of importance but also are actions and 

resources of the technical policies that can be involved in the process of development and can 

be integrated in it on a regional basis. The most important one of them is business 
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development, where the role of business development foundations operating with 

decentralised systems of institutions has to be highlighted. 

The chambers of trade, which also work in a decentralised way, take part in the 

development of the local economy with more general tasks of economic organisation. 

Vocational training also runs a decentralised grant system and of course the presence of 

educational institutions and the quality of the training they provide are also crucial. Due to the 

social economy the operation of the social industry and the support of social employment are 

excellent in a number of regions. 

The task undertaken by local authorities are determined by the settlement policy, which 

includes the financing of local authorities and their incentives to cooperate and establish small 

regions. As regards local self-organisation, the support of civilian organisations, local 

democracy community development and the motivation of civilian activities are vital. In 

addition, the protection of cultural heritage, the support for the exploration of material and 

spiritual heritage and in general the assistance of culture (for example, cultural rural 

development) since local products, local traditions of farming, tools, community customs are 

important elements of local economic development. 

The quick reaction project closed in 1999 and implemented in the joint organisation of 

Szociális és Családügyi Minisztérium (SzCsM) and Országos Munkaügyi Módszertani 

Központ under the initiative of USDOL and USAID of the USA is worth paying a special 

attention to. One of its elements was the introduction of the model of Helyi 

Gazdaságfejlesztési, Vállalkozásélénkítési Kezdeményezések (local economic and business 

development initiatives) ((HGVK), in the framework of which the preparation of small region 

economic developmental strategic plans and programmes based on the cooperation of local 

economic and social agents, ideas for the initiation of programs aiming to vitalise job creation 

and economic development as well as the formation of economic developmental self-

organisations were supported. 

The HGVK model built on bottom up organisations and wide-ranging participation. It was 

applied in 34 small regions of 18 counties and in two cases in two regions with the participation of 

780 people in training programmes. 92 new businesses were started and 900 new jobs were 

created while 150 jobs were saved. The programme meant an important preliminary step in the 

theoretical and methodological spreading of the model of local economic development (Czene 

and Péti, 2010). 

 

6.4. Local Economic Development in the Practice of the European Union 

 

On either a European or a local scale the consideration of the technical policies of the 

European Union and its institutions is indispensable. In the EU there is neither a uniform 

concept of local economic development nor a unified framework of the activities purposefully 

directed at it. Several institutions and technical policies, however, can be related to local 

economic development or certain elements of it. As regards business development, the 

development of small and medium-sized businesses (KKVs), with the aim of the 

exploitation of local, regional potentials and extension of employment appears at the 

Vállalkozási Főosztályon (major department of businesses).As regards employment, certain 

activities that concern individual partial areas of local economic development are also linked 

to the implementation of the Lisbon Strategy and the management of the economic crisis. In 

the development policy of the EU for third world countries the development of the economy 

and its assistance at the local level are also crucial areas. 

From the point of view of regional development the Directorate General of Regional 

Policy is of a high importance. One of the declared objectives of the regional (and cohesion) 

policy is the decrease of differences in the development of the regions and the closing up of 
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disadvantaged regions. At the expense of the resources of both the European Development 

Fund (ERFA) and the European Social Fund (ESZA) there are economic developmental 

objectives or opportunities – or ones forming the foundations for them – in the operative 

programmes to be realised in the framework of national development plans. The objective of 

these is not definitely the development of the local economy but the grants received make it 

possible to also realise such objectives. The rural development measures of the European 

Agricultural and Rural Development Fund (EMVA) also assist local projects of economic 

development. 

Out of the tools for support policy  of the EU there are two programmes that can be 

highlighted from the point of view of economic development: LEADER, which grew out of 

the community initiative of the EU, directed at rural development including economic 

development and which is of micro- or small region magnitude and URBACT, establishe 

after the community initiative URBAN, which is dedicated to enhance the integrated and 

sustainable experience and knowledge exchange of towns and cities and urban regions. Both 

initiatives are built on western-European regions and the challenges characteristic there and 

also became available to the new member states after the enlargement of the EU. 

Unfortunately the two EU programmes mentioned “carve into stone” the segregation 

that is seen at both at a European and domestic levels in relation to the development of urban 

and rural areas. The reinforcement of the links between cities and rural areas, as an objective 

of development policy, is present in either programme but financing and the separation of the 

actions operate against the unified treatment of rural and city regions. Even so, the 

experiences can be used in our country. Considering local conditions a number of good 

practices can be adapted or at least can serve to inspire ideas (Ricz, 2010). 

 

The practice of LEADER 

LEADER finances a number of rural economic developmental programmes 

within the framework of local rural development strategies and under the 

coordination of local rural developmental action groups the experiences of which 

can serve as examples and established practices for other regions as well. The 

approach of LEADER is built on seven basic criteria: regional approach, building 

from bottom up, partnership (local action team), innovative solutions, integrated 

approach, network construction and the cooperation between regions and local 

financing and management. LEADER supports local developments of micro-

regional magnitudes and among them a number of local economic developments 

are also to be found. 

 

The practice of URBACT 

There is no opportunity to realise particular local economic development actions 

within the URBACT programme. It can only be used for the distribution of the 

experiences of projects already implemented or for the joint development of local 

development strategies. The programme has a considerable volume of added 

value in regard that though setting up local support team it creates a tradition by 

working out local action plans and city development strategies in towns and cities, 

conurbations and parts of settlements, too. 

 

Competitions for business development 

There are also EU other programmes related to certain partial areas of local 

economic development, such as the programmes JESSUCA set up for the 

financing of sustainable urban developments and JEREMIE ensuring micro- 

credit constructions for micro-, small- and medium sized businesses. 
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Finally, among the statements summarising the theory and practice of local economic 

development it has to be emphasised that its greatest is not primarily the securing and 

enhancing of economic development but the realisation of a “receptive”, “divided” and 

“residual” development that can reach the volatile and excluded groups of society, the poor 

and the poorest layers. By securing fair employment opportunities its further objective is to 

guarantee a decent quality of life locally (in harmony with the environment) for the local 

community, which at the same time does not jeopardise meeting the needs of the future 

generation either. it takes into account the broad – economic, social, economic and regional – 

dimensions of sustainable development and realises an economic development that matches 

and fits local properties. So, this model of economic development focuses on the creation of 

the local pillars of the economy above all. It wishes to develop the local economy in a 

direction that ensures it can be linked to the economic activities and agents of a broader 

environment and so builds on external relations primarily (Ricz, 2010). 

 

6.5. Contact Points between the Local Economic Development in the Regional Operative 

Programmes of National Development Plans 

 

The concepts for local economic development have been continuously present in the most 

important documents of regional development and as it has been mentioned several times 

before in the law on Local Authorities and the National regional development concept 

(1998), which is based on it. The perfection of the European integration processes and 

especially the accession of Hungary in 2004 made the problems of local economic 

development a direct part of the regional policy of the European Union. As it is known, the 

precondition of joining the European Union was the submission of the regional, i.e., national 

development plan and the European horizon has opened up since this date even from the point 

of view of local economic development. Two more important national development projects 

are worth mentioning together with the regional operative projects included in them, the 

Nemzeti Fejlesztési Terv (national development plan) (NFT I.), prepared for the partial fiscal 

period following the accession and the Új Magyarország Fejlesztési Tervet (New Hungary 

development plan) (2007–2013), which is valid at this moment too and for the sake of simplicity is 

often called NFT II even in professional circles. 
The development and submission of national development plans is an important step 

for Hungary to be able to get a share of the financial grants, primarily of the Structural funds 

and the Cohesion Fund which expressly aim to equalise the differences in development 

between the member states and certain regions of them. The national development plans, 

which also contain regional operative programmes, are one of the most important and most 

efficient tools for every member state and also for Hungary to acquaint the European Union 

with its long-term strategy and make it accept the strategy. 

The first National Development Plan (2004-2006) indicated the improvement of the 

quality of life as a long-term objective, which was to be realised by moderating the 

differences in the incomes, which were well behind the average in the European Union. In the 

interest of realising the broad objective the development document defined four specific 

objectives: 

1. Improving the competitiveness of the economy, which aimed to improve the 

competitiveness of the production sectors; 

2. The better utilisation of human resources by increasing employment and developing 

human resources; 

3. Higher quality environment, improved infrastructure for the achievement of which the 

development of infrastructure and cleaner environment are necessary; 



 99 

4. A more balanced regional development, which was to be achieved by using the potential 

natural, economic and human capacities of the regions. 

 

The four specific objectives were embodied in further five operative programmes (table, 

6.5): 

 Gazdasági Versenyképesség Operatív Program (economic competitiveness operative 

programme) (GVOP), 

 Agrár és Vidékfejlesztési Operatív Program (agricultural and rural development operative 

programme) (AVOP), 

 Humánerőforrás Fejlesztés Operatív Program (human resources operative programme) 

(HEFOP), 

 Környezetvédelem és Infrastruktúra Fejlesztés Operatív Program (environmental 

protection and infrastructure development operative programme) (KIOP), 

 Regionális Fejlesztés Operatív Program (regional development operative programme) 

(ROP). 

 

The regional Development Programme of NFT I helped to moderate the differences in 

the development between the regions by exploiting the internal resources of the regions in a 

sustainable way while the sectorial operative programmes considered the implementation of 

particular topic areas as their primary objectives. Between 2004 and 2006 the Managing 

Authority managed three priorities worth a total of HUF 476.21 billion: 1. the enhancement of 

tourism potentials in the regions; 2. the development of regional infrastructure and settlement 

environment; 3. the strengthening of the regional dimension of human resource development. 

One of the important methodological breakthroughs of the NFT I development cycle 

was that the measurement of the implementation of the programmes became unified. All the 

projects within NFT I, and so ROP as well, had their indicator systems and, the data of which 

were collected by using a unified monitoring system (EMIR). The project level indicator of 

ROP was met and at least 75 % of the resources that could be used went to the four less 

developed regions (Észak-alföld, Észak-magyarország, Dél-alföld, Dél-dunántúl).The 

resources available were fully used and the amount of the justified public expenditures 

exceeded the planned total costs of HUF 476.21 billion at the level of the operative 

programme by 4.4 %. 

 
6.5. ábra: Az uniós támogatások megoszlása az operatív programok között, százalé 

Forrás: Horváth–Szaló, 2003. 
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All in all, as regards the experiences from the National Development Plan for 2004-

2006 (NFT I), it has to be made clear that it was not a comprehensive development plan 

embracing all the sectors but a unified strategy that seized the directions of utilisation of 

European Union development resources becoming available for Hungary. The three specific 

objectives of the plan are: the improvement of economic competitiveness, the development of 

human resources and the development of a higher quality environment, to which the 

attainment of a more balanced regional development was added. Accordingly, for the 

development of the infrastructure and environment we received twice as much in grants over 

the period 2004-2006 as for economic and human resource development. A total of over Euro 

3000 million was paid out. 

A further experience in connection with the NFT I is that the primary step is the 

definition of socio-economic environmental objectives that are comprehensive and valid for 

the whole of the country and sectorial planning can only follow afterwards. At the beginning, 

the quality of the project proposals and the complexity of the tender calls together led to a 

high number of formally wrong proposals. The systems of requirements of the different 

ministries were also rather heterogeneous and the expectations of certain managing authorities 

also differed from one another. After having realised this, the government made serious steps 

towards establishing an “applicant-friendly” tendering system. The willingness to submit 

project proposals was high and until November 2006, 38920 project proposals arrived for a 

grant amount of HUF 1517 billion (NFH – EMIR). Out of this number 17000 proposals were 

found to be eligible and were awarded HUF 694 billion (Káposzta ed., 2010). 

Considering the different pieces of professional criticism Hungary submitted the new 

National Development Plan (NFT II) for the new programme period (2007-2013), which was 

named Új Magyarország Fejlesztési Terv (New Hungary Development Plan) (ÚMFT) (figure 

6.6). Within the cohesion policy of the EU Hungary is eligible for further development 

resources between 2007 and 2013, which is complemented by domestic co-financing and 

private capital. From the chapter on cohesion policy of the budget of the European Union we 

have Euro 22.4 billion at our disposal for the period 2007-2013. This is complemented by 

the state contribution of Hungary, which makes up 15% of the total budget that can be used 

and so a total of Euro 26.2 billion can be spent on developments. Calculating with the 

exchange rate of HUF 265 forecast by the Ministry of Finance means a total of HUF 6943 

billion between 2007 and 2013. This is complemented with about HUF 1200 billion by the 

European Agricultural and Rural Development Fund and the European Fisheries Fund. These 

funds are also complemented with expenditures from organisations implementing the 

developments (businesses, local authorities, non-profit organisations), which can be regarded 

as own resources, and so development larger than this budget can be realised (UMFT, 2007). 

 
Figure 6.6: The relationships between the elements of the National Development Plan 

Source: Dózsa, 2007, cited by: Káposzta ed., 2010. 
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In order to be able to call the money available a plan had to be made for the European 

Union – this is the New Hungary development Plan – which contains the detailed particular 

objectives, strategies, centres of interest, priorities and concrete proposals for measure for which 

project proposals may be submitted to the authorities concerned. The developmental efforts are 

concentrated in six areas to reach the objectives laid down. In order to realise these objectives, 

which had been set on the basis of thematic and regional divisions, operative programmes were 

devised (Káposzta, ed., 2010). 

In the six areas the following operative programmes were marked, which are 

indicated in the following structure: 

 The development of the economy (Economic development OP). 

 The development of transport (Transport infrastructure development OP). 

 The renewal of society (Social renewal OP, Social infrastructure OP). 

 Environment and energy development (Environment and energy development OP). 

 Regional development (the operative programmes of the seven NUT 2 regions in Hungary, 

and the operative programmes of European Regional Cooperation). 

 State reform (The renewal of public administration OP, Electronic public administration 

OP). 

 

Operative programmes under objectives 1, 2, 3, 4 and 5 can be applied for by any 

eligible entity irrespective of their regional seat within the country but as regards operative 

programmes under Regional development, number five, only entities working or living or 

whose developments are realised are in the given region, are eligible. Regional operative 

programmes related to regional development vary according to the needs or possibilities of 

the regions. The main strategic policies are as follows: 

 Southern-Great Plain: knowledge industry, agriculture, tourism, (in Szeged: ‘Biopolis’ – 

health industry, environmental-industrial, agro-economic bio-technology), 

 Southern-Transdanubia: high quality model region (in Pécs: “the pole of life quality” – 

cultural and environmental industries), 

 Northern Great Plain: the quality life-, health- and recreational centre of the region (in 

Debrecen: “the industrialisation of science” – pharmaceutical industry, agricultural 

innovation), 

 Northern Hungary: industrial development, services, tourism, (in Miskolc: “Technopolis” – 

nano-technology, chemical industry, mechatronics, renewable alternative energy sources), 

 Central-Transdanubia: innovation-oriented economic development based on small- and 

medium sized businesses (in Székesfehérvár and Veszprém: logistics, nano- and bio-

technology, technical informatics), 

 Western-Transdanubia: the development of the north-south Pannonia economic axle (in Győr: 

“Autopolis” – car industry, machine production, renewable energy sources), 

 Central-Hungary: the main objective is to enhance the competitiveness and attraction of the 

region (Budapest has no distinct, individual strategy). 
 

All in all we can say that NFT I and NFT II offer broad opportunities for the regional 

initiatives, innovative solutions they represent and their systems-like implementation. Either 

great national development programme concerns the ideas included in the Országos 

Területfejlesztési Koncepció (National Regional Development Concept) and as regards local 

economic development programmes, among others the breakthrough points, development 

ideas for local development (2005) that rely on local development breakthrough points, 
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development ideas that are more strongly based on environmental and cultural values in 

closing up external and internal peripheries. This largely depends on the efficiency and 

success of the local initiatives founded on the principle off subsidiarity. 

 

6.6. The Regional Development Operative programme of the Northern Great Plain 

Region 

 

 

In the quality of a case study - even if in brief – it is instructive to present the Operative 

programme of the region on the example of the Northern Great plain Region, which is 

suitable to illustrate how the issues of local economic development are concerned by the 

operative programmes of the individual regions. the frameworks of the regional development 

policy are contained in the Strategic Programme of the Northern Great plain Region (2007-

2013), which summarises the proposals for regional development policies for 2007-2013 in a 

comprehensive way. In the interests of its realisation the Northern Great Plain operative 

programme has secured HUF 205 522 312 000 in grants and subsidies. Considering the fact 

that the development sources are currently related to the Northern Great Plain Operative 

Programme at the regional level, which supports the Strategic Programme of the Northern 

Great plain Region, this strategy has to be considered as the dominant framework in regional 

development policy until 2013 by all means (Baranyai ed., 2008, Debreczeni 2008). 

Starting from the complex strategic programme, the Northern Great Plain regional 

operative programme for the period 2007-2013 was prepared in line with the content of the 

former. As regards the latter, it has to be noted that the operative programme is not the sole 

document and mainly not the one commanding most of the sources for the regional absorption 

of EU regional resources. It presents the characteristics and nature of the sources that can be 

expectedly won during the 2007-2013 fiscal period by the region after considering the 

projects in the project channel table 6.4). 

 

Table 6.4: The total f EU development sources expected for the region for the period 

2007–2013 

 

Type of source Euro 

Structural funds (ERFA, ESZA) 3 008 000 000 

Cohesion fund 1 803 273 810 

European Agricultural and Rural Development Fund 500 000 000 

Other (Framework project 7, Norwegian Fund, Swiss 
Fund) 

70 000 000 

Total (ÉAR 2007–2013) 5 381 273 810 
* 
The amount does not contain domestic co-financing and own sources and other sources. 

Source: Debreczeni, 2008. 

 

The Northern Great Plain Operative Programme involves a rounded sum of Euro 

975 million in sources, which is slightly less than one fifth of all the possible sources. Thus, it 

is vital for the region not only to have a good regional operative programme but with one that 

“has a prophecy” for at least the medium run containing a programme for this time period that 

matches this prophecy for the region in both its emphases and relationships. It is only a 

programme like this one that can offer an adequate support for the sectorial operative 

programmes that provide most of the sources to form and apply efficient operative 

programmes. 
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As regards the general situation of the region we can broadly say that the region is 

situated in the North-eastern part of Hungary and the Great Hungarian Plain and has long 

stretches of border with the Ukraine and Romania and a short stretch with Slovakia. It 

occupies one fifth (19.1%) of the territory of the country and has 15.2% of its population. In a 

physical-geographical sense it occupies the north-eastern one third of the large region of the 

Great Hungarian Plain and the region consists of seven medium- and 18 small regions, which 

cover three counties ((Hajdú-Bihar, Szabolcs-Szatmár-Bereg, Jász-Nagykun-Szolnok) and 27 

statistical small regions. From the point of view of the agricultural development of Hungary it 

is a crucial strategic area. The region is composed of the administrative areas of three 

counties: Hajdú-Bihar, Szabolcs-Szatmár-Bereg, Jász-Nagykun-Szolnok and after the 

Southern Great Plain region it is the second largest planning and statistical region in the 

country with an area of 17729 km
2 

and a population of 1,482,000 inhabitants (Baranyi, 2004b; 

2008a, 2008b). 

 The economic situation of the country is worse than the average and is unfavourable 

even in an east-Hungarian comparison although its role in the economy is not negligible. One 

of the reasons for the backwardness in relation to other regions is the low income-making 

capacity. Of the GDP of the country it only has a share of 10% and on the basis of the GDP 

averages it takes the last place in the ranking of the regions. In the economic structure of the 

region, service providing is the most important although agriculture still plays a considerable 

role and contributes to the GDP of the region with almost 11%, which is twice as much as the 

national average. At the same time the share of industry if the GDP of the region is only 

almost 10%. 

 The unfavourable employment situation continues to be the most serious concern in 

the region. The data for unemployment in the region are well above the national average. A 

considerable part of the unemployed are young people at the beginning of their careers. The 

preliminaries of this acute and long lasting unemployment include the fact that the socio-

economic processes following the change of the regimes had unfavourable effects on the 

north-eastern region of the country since the economy of the country was again transformed 

under the conditions of a deep economic crisis. Accordingly, a primary objective for the 

future, as it is indicated in the Strategic Programme for the Northern Great plain region 2007-

2013, is to vitalise the economy and animated the related various socio-economic tasks to 

increase employment. 

 The Northern Great Plain Region now has the Euro-conform plans that are necessary 

for the receipt of the development resources. Above, the documents dealing with the complex 

development strategy of the region were presented. This, however, is far from the end of the 

list of documents for several reasons. In addition to regional plans, analyses and development 

programmes were prepared at county and small region levels as well, since they also play 

important roles in the concerted development of the given level of small region development 

and offer considerable help to settlements and other project hosts so that they can develop 

their complementary and mutually reinforcing developments. There have been strategies 

prepared at regional level for other specialist areas too (e.g., innovational strategy), which 

detail the contents of the complex programme in an area-specific way broken down according 

to the needs of a given specialist field. 

There is a connection between the planning principles of the EU, the complex 

development strategy of the region (the different hierarchical objectives included in them), 

and the planning categories developed for the regions. The priorities and measures linked to the 

different specific objectives are valid for the different regional categories with different 

significances and contents. Thus, their contents can be detailed in accordance with the different 

regional categories and accordingly the resources to be spent on development can be focused 
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both according to their contents and geographical locations, which can result in a more efficient 

utilisation of the development resources (figure 6.7). 

 

 
Figure 6.7: General and specific objectives of the strategy of the Northern Great Plain 

region 
Source: Észak-Alföldi Regionális Fejlesztési Ügynökség Kht. 

 

As regards the content and objectives of the regional operative programme we can say 

that for the past years the enhancement of unfolding of a sustainable development policy 

has been in the centre of the developmental policy of the region and accordingly, on the basis 

of the endogenous potentials of the Northern Great Plain region, the enhancement of the 

unfolding of a development that is sustainable from both ecological and social aspects has 

emerged as a complex and all-embracing objective, which ensures the competitiveness of the 

region and the elimination of regional differences by preserving and developing 



 105 

environmental values. On the basis of the main guideline of the development in the Northern 

Great Plain region, the components of regional competitiveness and the decrease of regional 

differences are grouped around the endogenous potential of the region, i.e., it is necessary to 

manage and develop the environmental resources of the region by applying an ecological 

systems approach. In the medium run the region has defined five great intervention areas: 

1. Economic vertical structure: The establishment of the conditions for a competitive, 

innovation-oriented economy (Dynamic region). 

2. Environmental vertical structure: The establishment of a region that preserves its natural 

end environmental values (Eco-region). 

3. Health vertical structure: The establishment of a region that ensures healthy life 

conditions with a healthy society (Healthy region). 

4. Agricultural vertical integration: The enhancement of the unfolding of a competitive 

region with a strong agrarian position (Agrarian region). 

5. Regional (territorial) vertical structure: Decreasing regional differences, stopping falling 

behind (A region that creates opportunities and is closing up). 

 

The five large areas of intervention integrate the development policy objectives 

listed below: 

1. “Dynamic region”: The development of a competitive, market-driven and innovation-

oriented economy that builds on the strategic position and human resources of the region. 

(Enhancing the competitiveness of the economic environment in the region. The 

development of the interregional contact systems to ensure access to the region. The 

development of competitive tourism products and networks. The establishment and 

development of the cultural and community innovations of the region). 

2. “Eco-region”: The development, preservation and sustainable use of the natural and 

environmental systems of the region, the treatment of the environment as a value. (The 

protection and sustainable development of the environmental status of the region, the 

establishment of a safe environment. The development of economic activities building on 

environmental properties which are sustainable from an environmental point of view). 

3. “Healthy region”: Ensuring potentials for a healthy life in the regions, the exploitation of 

the related endogenous potentials. (The improvement of the health status of the 

population. The development of a complex vertical health structure based on the potentials 

and natural properties of the region). 

4. „Agrarian region”: The development of a market-driven and innovation-oriented vertical 

agricultural structure based on the competitive advantages of the region. (The 

development of agriculture in harmony with regional properties and market demands for 

the purposes of the food industry. the enhancement of the establishment of an agricultural 

production for no food industry purposes. The improvement of the population keeping 

capacity and role in regional development of agriculture. Support for the application of the 

achievements of R&D. 

5. “The region that creates opportunities and is closing up”: – The moderation of the 

regional differences within the region and the employment-centred strengthening of social 

cohesion. (Strengthening the regional cohesion of the region. The enhancement of the 

integration or reintegration of those in a disadvantaged position. The improvement of the 

quality of life of the rural society. Integrated settlement development). 

 

As one of the six Hungarian convergence-region programmes, the Northern Great 

Plain Region Operative Programme supports the implementation of the Regional development 

priority 5 of the New Hungary Development Plan, together with the priorities and intensive 

development of the regions listed below: 
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 Strengthening the sector of small-, and medium-sized businesses in the region. 

 Improving local level transport connections. 

 The development of regional and locally important transport infrastructure. 

 The improvement of the income-making potentials of tourism. 

 The improvement of constructed life quality and the one offered by the social 

environment (Specific objective). 

6.6.1 The Target System of the Strategic Programme 

 

One of the defining principles in planning is that it is impossible to plan adequate 

objectives priorities and interventions without a proper analysis of the situation. However, 

from the theses presented in the part of the study where the economic and social situation of 

the region is demonstrated, the objectives can be identified easily. In addition, national and 

European Union documents and guidelines also offered help in this respect. 

The programme, the target structure has to be transparent and coherent so that by 

extending its internal logic the underlying sub-objectives, priorities and interventions can be 

introduces in a logical way. The introduction of the process and the target structure (so-

called objective tree) would go beyond the limits of this study. In our case the objective may 

be only the introduction of the complex development strategy of the region and a structured 

review of the components of the related priorities. The names of the individual definitions and 

the contents of the analyses of the situations logically provide the contents of the individual 

definitions (Debreczeni, 2008). 

 

The specific objective of strategy 1: The further development of a competitive, market-

driven and innovation-oriented economy which builds on the strategic position and human 

resources of the region (“Dynamic Region”). 

The objective of the development is the establishment of an economic structure that is 

capable of improving, the development of logistics potentials by considering the principles of 

rational area utilisation. a further objective is the establishment of an equilibrium in the 

traditional processing industry that is based on the properties of the region, in which the 

growth and an even and balanced development of small- and medium-sized enterprises as 

well as the strengthening of micro- and small businesses are constantly ensured. In the interest 

of the implementation of the technological modernisation and the establishment of the 

competitiveness of businesses, which generates several external effects the objective is the 

creation of jobs and keeping incomes locally thereby contributing to the creation of a high-

quality life-style. 

Priority 1.1: The increase of the competitiveness of the economic environment of the region 

Measure 1.1.1:  Developing infrastructure capacity, serving the settling down of 

working capital and providing motivation for investments. 

Measure 1.1.2:  Developing multi-modal logistics potentials. 

Measure 1.1.3:  Enhancing the operation of domestic micro- and SMSs 

producing high added value and supply networks. 

Measure 1.1.4:  Stimulating innovation-driven, market-oriented economic 

activities, enhancing the practical utilisation of R&D 

achievements. 

Measure 1.1.5:  Vitalising cross-border economic connections and cooperation, 

improving interregional contacts. 

Priority 1.2: Developing interregional systems of relation that ensure access to the region. 

Measure 1.2.1:  Improving access opportunities of the region by transport and 

enhancing the entrance to European networks. 
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Measure 1.2.2:  Improving the virtual access to the region, developing the 

information-communication technological sector, the 

development of the information society. 

Priority 1.3: Establishing competitive tourism products and networks 

Measure 1.3.1:  Improving receipt conditions for tourists, improving services 

Measure 1.3.2:  Improving the organisational and operational conditions of 

tourism 

Measure 1.3.3:  Qualitative development of tourism products and attraction in 

the North-Hungarian region 

Measure 1.3.4:  Improving the conditions for conference and business-and event 

tourism. 

Measure 1.3.5:  The development of integrated and coherent marketing activities 

Priority 1.4: Establishing and developing the cultural and community innovations of the 

region 

Measure 1.4.1:  Developing educational and training systems that match the 

regional economic and regional requirements and are based on 

the educational vertical structure of the region 

Measure .4.2:  Developing the cultural, artistic and creative initiatives of the 

region. 

Measure 1.4.3:  Increasing the self-supporting capacity of the civilian society of 

the region and strengthening its co-operational abilities. 

 

The specific objective of strategy 2: The development of the natural and 

environmental systems of the region, its preservation, sustainable utilisation and use as an 

environmental value. (“Eco-region”).  

The specific objective of strategy 2: Establishing, preserving and sustainable use of 

the natural environmental systems of the region, the treatment of the environment as a value. 

(“Eco-region”). 

The “Eco-region” is a specific objective, puts into word the development, protection 

and long-term survival of a healthy, clean, sound and safe natural and settlement environment 

for the population and the economy of the region. In the achievement of this objective the 

protection, the achievement and preservation, the establishment of the conditions of 

environmental friendly and sustainable use of a good status of both under- and above- the 

ground waters play an important role. An important element of this objective is that the 

society of the region should be familiarised with the values of the natural and settlement 

environment of the region, which will contribute to their protection, preservation and 

sustainable use.  

In addition, the strategic objective stresses that the use of the natural and environmental 

values should be made sustainable by also considering the extent of loading it, the spreading of 

green production systems and the increasing use of renewable and alternative energy sources in 

the energy production of the region with regard to renewable potentials. 

Priority 2.1: The protection and sustainable development of the environmental status of the 

region, the establishment of a safe environment. 

Measure 2.1.1: The improvement of the infrastructure of environmental protection 

Measure 2.1.2: the improvement of environmental safety 

Measure 2.1.3: The protection of ecological systems 

Measure 2.1.4: the establishment of an environment-conscious society in the region 

Priority 2.2: Environmentally sustainable development of economic activities building on 

environmental properties 

Measure 2.2.1:  The establishment of the industry of environmental technology 
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Measure 2.2.2:  The increase of the ratio of renewable and alternative energy 

resources in the energy production of the region, the increase of 

energy efficiency 

Measure 2.2.3:  The development of tourism based on natural and environmental 

values 

 

The specific objective of strategy 3: Ensuring the potentials of a healthy life in the 

region, the exploitation of the related endogenous potentials (“Healthy region”). 

The objective is that the population of the region live a longer healthy life and their physical 

and mental statuses improve. The improvement of the health status by increasing the social 

capital is also a pledge aiming to close up disadvantaged regions. A further objective in 

addition to developing a healthy society and workforce is the health- and knowledge-centred 

utilisation and development of natural values, the development of a complex healthy vertical 

structure, the human resources necessary to it and the related/founding research and 

development. The achievement of all these objectives will contribute to turning the Northern 

Great Plain Region into a quality life-, health- and recreation centre in East-Central Europe. 

Priority 3.1: Improving the health status of the population 

Measure 3.1.1:  The adaptation of the health-service providing system to local 

needs 

Measure 3.1.2:  Prevention, the improvement of the culture of physical exercise 

and the conditions of rehabilitation 

Priority 3.2: the development of a complex vertical health structure based on the potentials 

and natural properties of the region 

Measure 3.2.1:  Support for the research, product- and business developments 

related to the health industry 

Measure 3.2.2:  The developments of training systems related to health 

Measure 3.2.3:  The development of the system of conditions of health tourism 

and the development of complex tourism products as well as 

ones to preserve and maintain health 

 

The specific objective of strategy 4: The development of a market-driven and 

innovation oriented agricultural vertical structure based on the competitive advantages of the 

region (“Agrarian region”). 

Parallel to the development of agricultural environmental protection (landscape 

management) and certain elements of rural development, the major stress within the 

framework of the specific objective is on the establishment of the agricultural economy 

relying on the endogenous potentials. The agricultural economies of certain small regions of 

the region are of a national importance and the indirect effects of the industry go well beyond 

the roles they play within the region. Within the specific objective of strategy 4 there are four 

priorities involving developments relating to the large, versatile arable land areas of the 

region that are suitable for agricultural production. Another part aims at the establishment of 

landscape management, which is better suited to natural properties, such as the traditional 

management of floodplains, grassland management on the puszta, grazing, and the 

maintenance of indigenous breeds of animals, gene preservation, establishing orchards on 

floodplains, growing organic plants and herbs. 

Priority 4.1: food industry related development of an agriculture that adapts to regional 

properties and market demands. 

Measure 4.1.1:  The development of up-to-date, intensive agricultural production 

systems, the increase of the level of processing agricultural and 

food industry products 
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Measure 4.1.2:  The enhancement of the production of items which are 

specifically characteristic of the region 

Measure 4.1.3:  The development of the logistics of food industry products and 

the enhancement of their delivery to the market 

Priority 4.2: The enhancement of the spread of agricultural production not related to the food 

industry 

Measure 4.2.1:  Support for energetic-purpose agricultural production 

Measure 4.2.2:  Support for industrial-purpose production 

Measure 4.2.3:  The development of the logistics of non-food industry products 

and the enhancement of their delivery to the market 

Priority 4.3: The improvement of the population keeping capacity and the role in regional 

development of agricultural regions. 

Measure 4.3.1:  The spreading of green techniques of management in harmony 

with the objectives of environmental protection 

Priority 4.4: The support of application of R&D achievements in the agricultural economy. 

Measure 4.4.1:  Strengthening the centres of agricultural research in the region 

Measure 4.4.2:  Establishing networks to support the practical utilisation of 

research results. 

 

The specific objective of strategy 5: The moderation of the differences between areas of 

the region, the strengthening of social cohesion and the increase of employment. (“The region 

that creates opportunities and closes up”.) 

A major objective is the decrease and later the elimination of the disadvantages 

resulting from the difficulties related to the accessibility of the region, the improvement of life 

chances, the integrated development of settlements, the establishment of a high quality service 

providing network and the extension of the tools of local economic development. An 

important objective is the increase of the ability of the rural regions to keep and withhold 

population, to enhance the social integration of people in disadvantaged positions, and the 

protection and preservation of the material and spiritual heritage of the country and in the 

interest of achieving this the enhancement of social innovation, the shaping of consciousness, 

assisting the involvement of individuals and communities in local social life and fillinf 

settlements with life. Motivating the application and spreading IKT at different regional 

administrational levels, in education, the sphere of businesses and the organisation of the lives 

of households, the population and civilian life should have equally important roles. 

Priority 5.1: The involvement of peripheral areas in the development of the region 

Measure 5.1.1:  The improvement of transport links within the region 

Measure 5.1.2:  The enhancement of the region developmental force of regional 

centres 

Priority 5.2: the improvement of the life quality and chance of disadvantaged people living in 

the country 

Measure 5.2.1:  The development of a regional social system of institutions to 

enhance equal opportunities 

Measure 5.2.2:  The development of regional employment programmes to 

enhance equal opportunities. 

Priority 5.3: the improvement of the life quality of rural society 

Measure 5.3.1:  The increase of the level of employment of the rural population 

Measure 5.3.2:  The protection, preservation and improvement of the cultural and 

spiritual heritage of the rural society. 

Priority 5.4: The improvement of settlement environments 
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Measure 5.4.1:  The improvement and development of the constructed 

environment and facial image of settlements 

Measure 5.4.2:  the improvement and enlargement of green areas of settlements 

 

 

6.6.2. Tourism Development Strategy for the Northern Great Plain Region 

 

From the point of view of local, small region and settlement economic development the 

tourism development strategy of the Northern Great Plain Region, which is related to all 

kinds of development strategies with a thousand links, is of a special importance in the 

development policy of the region.  

As regards local, small region and settlement Economic developments the tourism 

development strategy of the Northern Great Plain Region is of an especially great 

importance, which is probably has the highest number of links to all kinds of local 

development policies. It is for this reason that the development of tourism has received a 

special importance and an individual strategic role. The development strategy of the Northern 

Great Plain tourism region prepared in 2007 is partly based on this too. There is the 

development of a region with a complex supply for tourism – an important industry that 

provides a drive for the economy - in the foreground of the tourism development of the 

Northern Great Plain Region. In the interests of achieving this objective the strategy defines 

the following major areas of intervention: 

 The exploitation of the excellent medicinal waters and health service background of the 

region, the development of health tourism as a leading tourism industry. 

 The development of a tourism that operates in harmony with nature protection and 

environmental protection. 

 A sustainable economy developed on the basis of properties and abilities, within which 

tourism is an important leading industry. 

 Highly developed regional and local infrastructure, which fully meets the requirements of 

high-quality tourism. 

 Tourism plays an important role in the development of human resources. 

 The tourism of the region contributes to the strengthening of regional co-operation and 

cohesion. 

 

In the Northern Great Plain Region health tourism, which is the most dynamically-

growing industry of our days, plays an important role within the tourism industry. The 

“Focus-Study” founding the “Strategic Improvement of the Medicinal and Thermal baths in 

the Northern Great Plain Region” was prepared in 2010. This document defined two strategic 

areas, to which action plans are also determined: 

1. The further-strengthening of the role of health tourism, the stabilisation of the position of 

health tourism service providers on the health tourism market, which includes the following 

areas: 

 The support of the extension of medicinal services. 

 The increase of the number / ratio of indoor / semi-indoor / temporarily covered 

facilities in the medicinal and thermal baths of the region. 

 The incitement of regionally concerted, complex developments. 

 The concerted development of the complex health tourism packages of the regions 

participating in the „Alföld Spa” large region co-operation. 

 The expansion of instrument aiming to provide incentives for demand. 
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 Intensive marketing activities with a focus on foreign markets. 

 Human resource development, which is necessary for modern health services. 

2. Management of thermal waters, which is sustainable both environmentally and 

economically, the complex technological modernisation of bath facilities for the purposes 

of a diversified utilisation. 

 Motivation for technological modernisation. 

 The motivation for the energetic use of thermal waters. 

 Motivation for the further use (re-use) of used thermal waters. 

 

Another, great opportunity to serve local economic development is found in the fields of 

innovation and the development of the economy, which is also found in detail in the Észak-alföldi 

Régió Regionális Innovációs Stratégiája (Innovation Strategy for the Northern Great Plain 

Region) (2007). The Innovation Strategy was updated in 2010 on the basis of The Operative 

Programme of the Northern Great Plain Region, which was prepared in 2007. The overall 

objective of preparing this strategy was to create the frames for the development of a regional 

innovational and technological transfer system, which is to help establish links with the university, 

innovative businesses, educational and research institutions and also wishes to create an adequate 

environment for innovative businesses ensuring the efficient distribution of resources dedicated to 

innovative operations. In the innovation strategy of the region, the following complex objective 

was defined: The support of innovation based on market demands and the properties of the region, 

providing motivation for spreading it, especially in the fields of the health and the agricultural 

industries and informatics. On this basis, and in order to achieve the overall oblective the 

following four specific objectives were defined in the Regional innovation Strategy of the 

northern Great Plain Region: 

1. The increase of the innovational ability. 

2. Providing incentives for long-term R&D connections based on market demands. 

3. The development and improvement of an environment that supports innovational 

potentials. 

4. The development of human resources that meets economic requirements. 

 

There was another area in regional economic development that received a special 

attention. The preparation of the focus study founding the strategic development of industrial 

parks and incubation houses in the Northern Great Plain region was also finished in 2010. The 

research defined the following strategically-important points of intervention: Increasing the 

number of those using industrial parks, assisting the provision of motivation to make 

investments, in the interest of which it is necessary to ensure the infrastructure development of 

industrial parks, the establishment of a capital fund for the purposes of the development of 

small-scale industrial parks, direct support for making changes, targeted company seat 

development and intensive community marketing activities. The other strategically important 

area of intervention is the enhancement of the strengthening of businesses, which is helped by 

the improvement of incubation houses, conducting community marketing activities and 

providing services. 

Concrete ideas for the development policy of the future of the regional policy are not 

known yet. On the basis of the current policy of the government, however, it can be forecast 

that the focal point of the development policy of the northern Great Plain Region is to be 

shifted to county and small region levels, which will be assisted by the decentralised county 

and small region level of the distribution of resources. The planning stage adjusted to the 

following budget period of the European Union will start next year and by 2014 the 

frameworks for the development for the period 2014-2020 will have become visible. 

Currently, the basic documents for the development policy of the region are for the period 



 112 

2007-2013. the following programming period is going to be conducted under a change of 

paradigms, in which counties are to get favoured roles, and where – instead of the former 

county general assemblies, in the framework of self-government – the institutional 

frameworks of development policy have already been created. 

 

6.7. Control Questions 

 

1. Describe the content of local economic development and define the concept itself. 

2. What were the norms of economic development among the objectives of Tftv of 1996? 

3. What were the major stages of the establishment of the system of small regions in 

Hungary? 

4. How could you define the concepts of self-organising, the planning-strategic and complex 

small region associations? 

5. What are the highlighted tasks of region-developmental local associations under law CVII 

of 2007? 

6. What kind of domestic instruments of regional development do you know of? 

7. Describe the role of support grants for regional development. 

8. How is local economic development used in the practice of the European Union? 

9. What were the main objectives and operative programmes of the National Development 

Plan (2004–2006) and ÚMFT (2007–2013). 

 

 

6.8. Competence Developing Questions 

 

1. In your opinion, what are the support policy instruments of regional development that 

assist the objectives of local economic development directly? 

2. If you have knowledge of it, please, mention a few target allowances that your settlement 

has made use of. 

3. What do we mean by the statement that local economic development means conscious 

intervention? 

4. On the basis of practical examples define the difference between local economic 

development and regional as well as settlement developments. 

5. Why does adaptation to small region classification seem to be reasonable in practice in the 

course of local economic development? 

6. What kind of businesses and enterprises would you establish and / or support most in the 

interest of economic development in your settlement? 

7. What arguments would you use to support the concept that sometimes it may be reasoble 

to actually localise (make local) economic processes? 
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7. Centre–periphery Relational System; the Theory of Polarization 
 

7.1. Preliminaries to the Evolution of the Entre-periphery Relational System 

7.1.1. The New Division of Labour in Europe 

Apart from the general interpretation of the centre-periphery relational system and 

the regional conflicts and periphery-related problems, our attention here is primarily focused 

on the second part of the concept and above all the historical preliminaries, consequences and 

peculiarities of the formation of peripheries. As regards the historical root, even in the case of 

Hungary, one has to go back to the long past, to the turn of the 15
th

 and 16
th

 centuries. 

According to the often-quoted and fashionable theory of the American Immanuel 

Wallerstein, which became popular several years ago, the so-called “European world 

economy” was established in the late Middle Ages, at the beginning of the 16
th

 century. 

According to Wallerstein, this new world economy no longer carried the marks of a large 

empire but the characteristics of such a vast region which represented a kind of social system 

that had been unknown to the world before. The distinctive feature, so to speak differential 

specific of the new world economy, which was “in the shaping” was that in contrast to earlier 

empires, city-states and the quasi-national states that were just being born, it represented a 

primarily economic and not a political entity. (Baranyi, 2004a). 

The most important characteristic of the “New World Order” no longer manifests itself in 

its territoriality, size, i.e., not in the fact that within its boundaries it embraces empires, city-states 

and “nation-states” evolving but in the fact that it is “bigger than any legally defined political 

unit” and within the “New World Economy the basic connection between the different parts of the 

system is primarily of an economic nature”, which is complemented by political, cultural and 

other federative links which reinforce them (Wallenstein, 1983, 27). 

As the starting point and a kind of archetype of the modern system of world economy, 

the “European world economy” established on the basis of the capitalist mode of production 

created an entirely different situation in the order of the European division of labour, which 

had been shaped earlier, and consequently concerned the different parts of Europe, primarily 

the western and eastern parts of the continent with Hungary included, in different ways. The 

processes that took place in the 16
th

 century have had consequences or Hungary lasting almost 

up to our era, especially as regards the conditions for the evolution of the conditions of 

centre-periphery relationships within the continent. Centre-periphery theories mostly 

characterise capitalist relations and mainly apply to economies of an international scale. 

Representatives of the different centre-periphery theories seed to agree as regards the issue 

that there may occur natural shifts in the relational systems of centres and peripheries in the 

long run, and once peripheral areas may become centres and vice versa. This counter-

movement, of course, equally characterises the processes in the world economy and the 

processes taking place within the boundaries of certain national economies, especially after 

the establishment of nation-states (Barta, 1990; Berend T.– Ránki, 1979; Enyedi, 2005; Horváth, 

1998; Linge, 1988; Nemes Nagy, 1990, 1996; Szűcs, 1983; Wallerstein, 1983). 

It is justified, however, to ask the question of how Hungary was affected by the new 

economic order evolving in the 16
th

 century as regards it historic preliminaries and 

consequences. 

It is obvious that also in the case of Hungary the beginnings go back to the beginning of 

the 16
th

 century. It is beginning from this time that a division between the centre and the 

periphery of the European world economy and over time an ever more marked opposition 

can be observed, which is closely related to the separation of the western and the eastern 

halves of Europe, with some simplification the division between the territories on this and 

the other side of the river Elbe and of the general directions and characteristics with also a 
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change in the role in the division of labour in Europe. All this, of course, has had 

consequences for centuries and has thoroughly influenced the fate of Hungary as well. 

Following the great geographical discoveries radical changes took place between the two 

halves of the continent. The territories east of the River Elbe including Hungary (generally 

Eastern-Europe) were left out of the advantages of the geographical discoveries while as a 

consequence suffered the disadvantages that resulted from the termination of the mainland trading 

routes from Asia Minor to Europe and the shift from the once European centres of sea shipping 

(Hanza-towns, The Mediterranean Sea) to transatlantic directions as well as all that was entailed 

by the price revolution, the price explosion and the boom in cereals in the role in the European 

division of labour. 

The processes mentioned completed the trends that began in Europe with the recession in the 

14
th
 and 15

th
 centuries and which led to contrasting results for Eastern and Western Europe. While 

these processes meant the gradual disintegration of the feudal system and the establishment of a 

new, more developed socio-economic formation, the capitalist system, and not least the beginning 

of economic modernisation in Western Europe, the processes of modernisation carried out till then 

came to a standstill in Eastern-Europe and the territories on this side of the Elbe were left out of the 

mainstream of the relatively unbroken and uniform socio-economic processes and in a number of 

respects the earlier development comparable to that in Western-Europe got stuck and feudalism 

became reinforced. Partly due to their new roles in the division of labour, vast areas in Eastern-

Europe became suppliers of raw materials and agricultural product, primarily cereals, to the 

industrialising Western-Europe and thus were turned into quasi-colonies while other historical 

conditions (for example, due to the Turkish occupation, the differences between the evolution of 

towns and cities in Western and Eastern Europe, etc.) brought about a secondary feudal system, a 

“new edition” of feudalism, the strengthening of seigniorial domestic economy entailing the 

„zweite Leibeigenschaft”, i.e., the institutionalisation of the second serfdom, the long-term, new 

division of development in Western and Eastern Europe, and so turning Eastern Europe into a 

peripheral region in comparison to the West, which became the central territory (Berend T.–Ránki, 

1972; Pach Zs., 1961, 1968; Wallerstein, 1983). 

In the course of the directions of development in Western and Eastern Europe taking 

different routes Hungary also became part of the Eastern European region that was 

forced to the periphery. And in the situation which was made even more difficult by the 

Turkish invasion from the beginning of the 16
th

 century it became evident that Hungary was 

falling behind in comparison with Western Europe, when until the end of the 15
th

 century the 

direction of rural development in Hungary had been basically the same as that in Western 

Europe (Pach, 1966). The technical literature dealing with the Hungarian relations of the 

issue mostly agrees that from the first half of the 16
th

 century Hungary was relegated to the 

periphery in the centre-periphery relationship and this entailed several characteristics of a 

disadvantaged, what is more cumulatively disadvantaged position resulting from being an 

Eastern-European country. The Mohács disaster in 1526 was not only one of the lost battles 

but also a “kind of symbolic expression of the fact that the development of Hungary became 

derailed for a long time. Mohács, as a matter of fact, had effects that closed a long era: with it 

the state unity and independence of Medieval Hungary was defeated. The fate of the 

Hungarian people, which was suppressed in 1514 and bleeding from the blows of Hungarian 

masters and the conquering Turkish troops, was overcast by the shadow of the era of the dark 

cloud of the second serfdom” (Molnár, 1967, 158).  

The characteristics of the establishment of the new world economy: 

 the most important feature is the dominance, he supra-national nature of the economy, 

in opposition to the traditional political entity, the earlier imperial, city-state or quay 

nation state characteristic. 
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 as regards its area, taking up vast, extensive spaces, supra-national in both continental 

and intercontinental aspects (e.g., America, India) 

 the separation of the courses of development in Western and Eastern Europe 

o he industrialisation and capitalist development of the Western European regions 

beyond the Elbe 

o the reproduction (“new edition”) of capitalism in Eastern Europe, on this side of the 

Elbe, the strengthening of seigniorial domestic economy, the new institutionalisation of 

the “second serfdom” (zweite Leibeigenschaft) 

 the establishment of the continental centre-periphery relationship as regards Western 

and Eastern Europe: 

o the centre is the more developed Western-Europe 

o the periphery is the Eastern-Europe that is lagging and being left behind 

 the new regional division of labour, in which Eastern-Europe is the supplier of raw 

materials, mostly that of agricultural products, cereals to the more developed and 

industrialising Western-Europe. 

7.1.2. The Centre-periphery System of Relations within the National Framework 

 

As regards Hungary specifically, the centre-periphery pair of concepts was rather 

relative for a long time. Hungary itself was a periphery or in a better case a semi-periphery in the 

part of Eastern-Europe which was marginally connected to Western-Europe. The whole country 

itself – if the Hungary, which was divided into three parts for about 150 years, can be called a 

country at all – was, as a matter of fact, relegated to the periphery of the mainstream European 

development for centuries, and can be considered a semi-periphery of Western-Europe. Of course, 

this does not mean that there were not forms of centre-periphery established within the country 

itself as well. This, process, however, disregarding the contradictions and dichotomies of Western 

and Eastern European developments, was considerably related to the peculiarities of the historic 

past, the international conditions influencing the position of the country and the fact that the 

country was divided into three parts due to the Turkish occupation (Table 7.1). 

 

Table 7.1: Effects of historical factors in relation to the new European division of labour and 

Hungary 

The reasons for Hungary becoming a 

periphery on the continent 

Consequences 

 staying out of the great geographical 

discoveries, 

 he relocation of mainland trading routes, 

 the Turkish occupation, the division of 

the country into three parts. 

 staying out of the great geographical 

discoveries, 

 alienation from the mainstream European 

development, 

 he strengthening of alloidic (seigniorial 

domestic economy, 

 second serfdom, 

 the survival of the underdeveloped, 

mostly agrarian characteristic, 

 he accumulation of the multi-

disadvantaged position 

The long-term effect that prevails today as well: in the centre-periphery system which was established 

historically, Hungary was relegated to the periphery of Europe for centuries, and became a “ferry-

country” between the east and the west while suffering all the disadvantages that resulted from being an 

Easter-European country. 
Source: Own development 



 116 

 

The consequences f the socio-economic processes that were anorganic, anyway, were 

aggravated by the territorial division of Hungary, the lengthy procedure of the establishment of 

the sound framework of a nation-state. In this light, the Royal Hungary (Western and Eastern 

Hungary and sometimes Partium), which was under Habsburg rule and the Principality of 

Transylvania, and the area under Turkish occupation, i.e., a large part of central Hungary 

involving most of the Great Hungarian Plain all fall under different considerations. Obviously, 

there were different economic influences effective in the Royal Hungary where several areas and 

towns fell in the areas of gravity of the more developed Austrian imperial territories, or in the 

Principality of Transylvania where, enjoying the advantages of a relative economic independence 

over transitional periods certain signs of an economic boom could be seen and also economically 

rather strong city centres were active. But the same is less true of the areas that were under 

Turkish occupation, where in addition to the rather general tenets of destruction and the loss of 

population one or two rural settlements that later became towns and Great plain towns playing the 

rather peculiar roles of Great Plain development on the so-called Khász establishments played the 

roles of considerable centres in the small regions (Erdei, é.n., 66-67, Féja, é.n).  

Considering the novel, authoritative wording by György Enyedi as an authoritative one 

the centre-periphery system of relations in Hungary in a complex and unified form occurred 

by and large following the fall of the feudal society beginning in 1848 and the establishment 

of the nation state framework in the middle and the second part of the 19
th

 century but most of 

all the Hungarian economic modernisation – with also a view to the famous theory of increase 

by W. W. Rostow – even if loaded with controversies and not fully realised, after the “great 

take-off”, i.e., the compromise of 1867, in the era of dualism, during an almost fifty-year 

history of the Austria-Hungary Monarchy, which was at the same time a vigorous period of 

the establishment of a bourgeois society and economy. While in the period preceding the fight 

for independence against the Habsburg rulers – and among them the most significant and the 

last one, the war of independence of 1848-49 – and the lack of political independence slowed 

the establishment of civic institutions and the upturn of the economy, the pendulum swayed in 

the direction of the west during the era of dualism and the country started to close up to 

Western-Europe (Beluszky, 2002, Rostow, 1963). 

Obviously, during the age of dualism the role of the capital (Budapest), which 

embodied the centre in a concentrated and its fullest form and the individual, “island-

likecentre-cities (Pozsony, Kassa, Debrecen, Nagyvárad, Kolozsvár, Marosvásárhely, Arad, 

Temesvár, Brassó, Szabadka, etc.) as well as the great historical regions (e.g. the Great 

Hungarian Plain, Transdanubia, Upper Northern Hungary, Transylvania, the Southern 

Countries). As regards the great regions and within the individual regions as well, there are of 

course several centre-periphery relations that can be interpreted in different connections. 

There were regions that were disadvantaged right from the beginning, such as large areas of 

the Great Hungarian Plain and the Southern Countries, certain regions in Southern-

Transylvania while around the different central cities (Kassa, Brassó, Temesvár, Kolozsvár, 

Marosvásárhely), which had socio-economic innovations and attractions for other settlements 

and also vast satellite areas were active. The satellite areas of primary fair-cities had 

considerable weights and roles in the strengthening of some kind of economic cohesion. But 

for all the positive effects the regional level of the socio-economic development” shaped 

mostly according to the physical-geographical large regions: the mountain framework (the 

Carpathian Mountains) ensuring tight conditions for agricultural and most importantly the 

ever important cereal production, was both as regards the level of the economy, the 

infrastructure (the development of settlements, transport, accessibility, etc.) and the cultural 

level of the population disadvantaged area (Beluszky, 2002, 73). 
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Within national frameworks, the trends of cohesion that had advanced by the turn of the 

20
th

 century after the tragic Trianon and its consequences were again considerably broken by 

the peripheries within the country and the remarkable closing up activities of the Hungary on 

the semi-peripheries of Europe. 

 

7.1.3. The Characteristics and Consequences of Historical Development in the 20
th

 

Century 

 

Placing this question against a historical background it is obvious that the peace treaty of 

Trianon (1920) has entailed the most serious consequences. The Hungary that has an area of 93 

thousand square kilometres today is one of the well-known consequences of the peace treaty of 

Trianon, which closed World War I. The new state borders forced out by the peace treaty of 

Trianon on 4
th
 July 1920 brought about one of the biggest long-term traumas in the one-thousand-

year –old history f the Hungarian People. The sober facts regarding the serious losses imposed on 

the territory and the population of Hungary are widely known. The technical literature deals with 

the tragic situation to depth, in the course of which the semi-circular railway line on the edge of 

the Great Hungarian Plain that extended from Losonc in the north as far as Zombor in the South 

within the semicircle of the Carpathian Mountains, which also played a decisive role in 

determining Hungary’s eastern as well as northern and southern borders as if pre-ordaining the 

borders imposed by Trianon. This, strategically extremely over-valued issue served both as a 

cause and a reason for the successor states, which aspired for ever larger territories to achieve that 

this railway line running alongside a line of highly important fair cities should become the direct 

determinant marking out the Trianon borders. Since the whole length of this railway line stretched 

along territories inhabited by Hungarians it was almost lawful to disannex these exclusively 

Hungarian territories as well. The so-called railway-determined borders meant the detachment 

of about 1.6 million Hungarian natives that lived in these unequivocally Hungarian-speaking 

territories along the railway borderlines (Erdősi, 1996; Majdán, 2002; L. Nagy, 1965; Palotás, 

é.n.; Romsics, 2001; Rónai, é.n.). 

The Trianon borders set difficulties never experienced before for the mutilated country 

and the Hungarian nation. One of the gravest consequences of Trianon, which redrew the 

political map of the Carpathian Basin, was that the newly shaped eastern borders disrupted 

economic units that had been organically related, integrated and built on one another. One 

spectacular consequence that still hinders cross-border connections is the broken-up area 

structure, the dual peripheral situation, which determine almost all the components of the 

socio-economic system of relations, and the combined evolution of a kind of borderline 

existence and a multi-disadvantaged situation which reinforce each other. By about the turn of 

the centuries the core areas of regional development had already starter developing in the 

Hungary of an evolving capitalist system, which in the case of an undisturbed development 

might have become real regions. The new political borders intersecting the Carpathian Basin 

all the way, however, cut the emerging regions taking shape by the end of the 19
th

 and the 

beginning of the 20
th

 centuries into pieces (table 7.1). In addition to the fact that the new 

borders concerned organically shaping regions, made interregional and Hungarian-Hungarian 

contacts impossible and made border transport extremely complicated (Golobics–Tóth, 1999; 

Rechnitzer, 1999; Ruttkay, 1995; Tóth, 1996; Tóth–Golobics, 1996). 

The hostile atmosphere in the Carpathian Basin between the two world wars did not 

help enhancing cross border regional cooperation either. The hostile relationship with the 

neighbouring countries made economic relations impossible between the big cities “stuck” 

outside the borders and their satellites that remained in Hungary after having lost their 

centres. In the Great Hungarian Plain a lot more regions lost their centres owing to the 
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changes in the borders as a result of Trianon than in the northern of the western parts of the 

country. This was a consequence of the fact that in the Great Plain there were fewer but more 

populous and larger cities with larger satellite areas than in other regions of the country. As a 

result the integration of Great Plain regions that had lost their centres into new administrative 

frameworks was very difficult. The political state borders separated earlier economic 

relationships and cut through natural landscapes and economic-geographical units.  

 Due to the loss of cities on the edge of the Great Plain and the transversal road and rail 

links connecting them as well as the centres if gravitation with their advanced provision and 

service functions, there emerged considerable areas lacking cities along the Trianon borders of 

Hungary. Within the new territory of the state he over dominant Budapest remained without 

competition as regards demography, economy, administration, settlement network, etc. since the 

historically evolved regional centres the quasi competitors, no longer operated. Thus, the regional 

structure of the states within the political borders in the Carpathian Basin could only improve 

within political borders that considerably slowed down organic processes and the intensity and 

texture of the internal relational systems was much higher, stronger and denser than those in the 

regions along the borders not mentioning the limitations to the development of cross border 

regional cooperation. In the meantime, the multi-directional peripheral development in the 

stripe along the borders turned into an intensive process (Hajdú, 2001; Tóth, 1996; Tóth–

Golobics, 1996). 

 

 
Figure 7.1: Emerging regions in the Carpathian Basin 

Source: after the figure by Tóth–Golobics, 1996 (partly re-organised). 

Legend: I.–IX.: emerging regions 

 

What concerns the development history of the decades following World War II after a 

short transitory period of civil democracy (1945 – 1948) the so-called socialist development 

of about four decades meant radical changes as regards the transformation of the centre-

periphery relational system as well. In brief we can say that during the so-called socialist era 

(1949 – 1989) especially two factors exerted deep and long-lasting effects on the socio-

economic processes as regards their consequences. One was the long-inherited, so-called 

historic division line, which has validly divided the country into two parts as regards regional 
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development. These are the more underdeveloped East-Hungarian and the historically 

generally more developed West-Hungarian regions (figure 7.2). 

 Of course from the point of view of socio-economic advantages and disadvantages, 

i.e., that of the winners and the losers, this means that owing to its historical development 

Eastern-Hungary can be called a loser on the whole, while Tansdanubia or the larger half 

of Western-Hungary, mainly Northern-Transdanubia belongs to the winners from the point 

of view of regional development. The country can also be divided into parts along a different 

division line, which is not holly determined historically and is a result of the socialist 

development of the country. The areas north of this line Northern-Hungary (e.g., Ózd, 

Kazincbarcika, Salgótarján, Gyöngyös, Mátra-region, Miskolc) and Northern and Central 

Transdanubia (Veszprém, Győr, Székesfehérvár, Tatabánya) enjoyed advantages rather than 

disadvantages of the forced industrialisation policy for four decades. The regions belonging 

here can be mostly considered to be winners. In a peculiar way, however, Transdanubian 

regions south of this line enjoyed temporary advantages in terms of regional policy, due to 

mining and industrial activities (Dunaújváros, Komló, uranium mining in Baranya County, 

etc.). The advantageous situation in the case of Northern-Hungary and Southern-Transdanubia 

somehow counterbalanced the disadvantageous effects resulting from the historically 

inherited disadvantages. It is a hopeful sign that as a result of socio-economic modernisation, 

although slowly but there is an innovative belt of development with a narrow corridor, which 

covers the north-Hungarian regions of the country in an ever widening stripe over the years, 

from Northern-Transdanubia, along the line of Sopron–Győr–Veszrprém–Székesfehérvár–

Esztergom–Budapest–Kecskemét–Szeged. 

 

 
Figure 7.2: Changes in the developmental axes in the area structure of the country 

Regions (NUTS level 2): Central-Hungary; Central-Transdanubia; Western-Transdanubia; Southern-

Transdanubia; Northern-Hungary; Northern-Great Plain; Southern-Great Plain. 

Legend: 1. Division lines of development; 2. Winners; 3. Losers; 4. Development belt. 

Source: Faragó, L. 1999. 
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Due to its historic as well as socialist development, the accumulation of the disadvantaged 

situation together with all its disadvantageous consequences that fortified one another, best 

manifested itself in the Large region of the Great Hungarian Plain. What concerns the 

processes following the changes of the regimes of 1989/90 the situation above was modified or 

rather made more difficult by the fact that industries bringing considerable advantages despite all 

the controversies, like the heavy industry and the agricultural processing industry, were 

terminated first and the so-called rust-belts entailing acute unemployment emerged. The ensuing 

processes of desindustrialisation equally hit the North-Hungarian and South-Transdanubian 

regions that had been preferred earlier and relegated the weakening regions and areas to the level 

of the Great Plain, which had clearly been regarded a periphery before as regards its 

developmental status, and within our national framework and considering current conditions can 

be clearly classified among partly or seriously disadvantaged peripheries in the centre-periphery 

system of relations. As regards their socio-economic consequences past and present can be linked 

together in this way. 

  

7.2. Peripheries in Hungary 

 

7.2.1. Internal Peripheries 

 

Among the current conditions the occurrence of disadvantaged or what is even worse, 

multiple-disadvantaged areas-regions, i.e., the two bigger cases of regional inequality, the so-

called internal and external (along the border) peripheries is characteristic in the centre-

periphery system of relations in Hungary as well. The internal peripheries are the larger 

regions within the internal areas of the country that carry the consequences of the 

disadvantaged situation in a more concentrated way than the average. These “island-like” 

areas of crisis are characterised by lasting economic recession, an acute employment crisis, a 

high level of unemployment in excess of the national average, poor infrastructure, long 

distances from central settlements and other smaller centres, difficult approachability, 

migration, loss of population, the concentration of Gipsy population, etc. Between the internal 

and external peripheries there are transitional peripheries consisting of small regions that 

extend towards the borders and are gradually turning into external (border) peripheries due to 

their geographical locations (e.g., the small regions of Encs, Szikszó, Bodrogköz, Sárospatak, 

Baktalórántháza, Fehérgyarmat, Mátészalka, Szigetvár, Sellye etc.). 

There are a large number of internal peripheries found in various regions of the country, 

like in the southern half of Transdanubia, the small regions of Tab, Tamási, Lengyeltóti and 

Kadarkút at the meeting point of Somogy, Tolna and Baranya Counties, and the Vasvári small 

region in Western-Transdanubia, in a number of areas in the Southern-Great Plain Region 

(Kunszentmiklós, Kunszentmárton, Kistelek, etc.). They usually occur the most frequently and 

with the largest territories, however, within the large region of the Great Plain and mostly in 

the North-Hungarian Region. Undoubtedly, in a wider sense, as a consequence of a long 

historical development, the whole of Eastern-Hungary, while in a narrower regional one the 

regions in North-Eastern Hungary and Southern-Transdanubia and within them most of 

the border regions which constitute the two sides of the state borders, are disadvantaged 

areas even today (the corner where the three borders meet, Cserehát, Bodrogköz, Taktaköz, 

he small region around Bátonyterenye, the Central region of the river Tisza, Bihar, Sárrét, 

Szatmár, Bereg, he small regions of Lengyeltóti, Tamási, Tab, Kadarkút, etc.). But internal 

peripheries of this kind are found on the border of Tolna and Somogy Counties and in the 

northern half of Baranya County. These internal peripheries very often border on each other 
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and what is more merge with the so-called external peripheries along the border (Baranyi, ed. 

2001, 2004a; 2007c; 2010; Baranyi et al., 1999). 

 

7.2.2. The Development of Peripheries in the Great Hungarian Plain 

 

The shared characteristic of the border regions belonging to the north-eastern-eastern 

and the southern international directions of connectivity is the dominance of the 

periphery nature together with all its socio-economic and cultural disadvantages. The ever 

important Hungarian-Romanian, Hungarian-Ukrainian, Hungarian-Serbian and 

Hungarian-Croatian border regions from the point of view of eastern cooperation of the 

future include peripheral regions that are mostly disadvantaged on either side of the 

border. While the strengthening rather than weakening multi-disadvantaged position in the 

relationship of Eastern-Hungary with Slovakia. the Ukraine and Romania have remained 

serious while the same of North-eastern Hungary with Slovakia, and the relationship of 

South-eastern Hungary with Romania are less serious concerns. Mostly due to the political 

and socio-economic crisis processes of the past fifteen years as well the peripheral nature 

along the southern borders manifests itself in the Hungarian-Serbian relationship and also 

characterises the peripheral regions along the South-Hungarian borders in the Hungarian-

Croatian border region (Baranyi, 2004a). 

The peculiarities of the formation of internal and external peripheries is well-illustrated 

by the process that can be characteristically shown best through the example of the Great 

Hungarian Plain. Although there are internal and external peripheries in several areas of the 

country they are the most characteristic and occur in the highest number and are most wide-

spread in the Great Plain and mostly in the Northern Great Plain and North-Eastern Hungary. 

In addition to what has been said and from the point of view of the formation of peripheries 

the Great Plain does not only manifest historic preliminaries but the consequences of historic 

development and the peculiarities of the times after the change of the regimes and the present 

in maybe the most typical way. All this is very important to mention in advance because in 

the Eastern half of Hungary the differences as regards ownership, qualifications, culture, 

employment, demography, health, social and regional differences did not decrease, what is 

more they increased considerably. There has been a considerable social, economic and 

territorial internal differentiation as well as falling behind in several (economic, infrastructure 

and social) areas in relation to the more developed regions, small regions and settlements 

taking place while problems also emerged, were re-established alongside with new 

inequalities, especially as regards the employment crisis. 

As regards the characteristic features of the socio-economic development most 

researchers are of the same opinion now, especially on the development of the system of 

conditions and characteristics of social processes since the well-known historical symptoms 

of the “Great Plain syndrome” influenced the changes in the society of the Great Plain most 

markedly. Amongst others, the most characteristic manifestations of the Great Plain 

phenomenon are the multi-coloured difference, the backwardness that also carries elements 

of development in itself, the typical “mental relationship” and “the landscape mentality”, 

which evolved as a result of a close interaction in the course of the social development, the 

specific puszta frontier nature of the Great Plain that developed a peculiar social structure 

(which is primarily a social formula, and is an area development type in the second place) the 

periphery nature of the Great Plain, and what is more the periphery of the periphery 

situation of certain regions, the peculiar way of social development embodied in the 

disharmony of economic and social changes and the non-correspondence of social and 

economic development, the rise of the peasantry to a middle class status and the peasant-
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civilian market town evolution, the unique Great Plain style settlement and town development 

and the numerous other individual features of the “Great Plain” approach (Baranyi, 2002a; 

2011). 

The peculiar “Great Plain” way of social development described above, which carried the 

signs of backwardness and a kind of relative development on itself at one and the same time, has 

got stuck in the course of historical, socio-economic changes over the past more than fifty years. 

Looking at this from the aspect of the system of conditions it is easy to see that out of the 

multitude of old and new factors (e.g., the consequences of the disadvantaged historical heritage, 

the peculiarities inherited from the traditional agricultural society, the system of farm cottages, 

commuting, the selective migration, the strengthening of the periphery, etc.) that influence the 

shaping of social processes by all means the recent serious crisis of the economy is the most 

important one. all these factors played their roles both individually and in combinations to create 

the specifics of the society and regional differences (Baranyi, 1985). 

The change of the regimes the transformation of the Hungarian agriculture again took 

place under conditions of a deep regional crisis. The basic characteristic of this regional 

crisis is the falling behind of the eastern part of the country. The most obvious 

manifestation of this fact is that the transformation of the economy in the counties in Eastern-

Hungary is accompanied by serious and lasting unemployment. The counties found here 

(Szabolcs-Szatmár-Bereg, Borsod-Abaúj-Zemplén, Nógrád, Békés, Jász-Nagykun-Szolnok, 

Hajdú-Bihar) have been heading the list of unemployment for years. 

The radical changes in ownership, structure and organisation that accompanied the 

change of the regimes in the economy did neither improve the situation of the peripheries in the 

larger region. The accumulated disadvantageous position of the extensive regions and rural 

areas in the Great Plain did not subside. Extensive areas in the Great Plain came to find 

themselves on the periphery (Baranyi, 2004a). It is primarily the backward, isolated rural 

regions along the orders of the county and counties of the Great Plain and Easter-North-

eastern Hungary that became the real losers of the process of economic decentralisation that 

restarted in the course of the change of the regimes. In comparison to the centres that became 

established in Budapest and the so-called industrial axis of the country, the Great Plain 

continues to exist as a periphery and extensive areas along the border and internal regions 

relegated to the status of “islands” explicitly became “peripheries of the periphery” (see, figures 

5.12 and 7.3). 

 
 

Figure 7.3: The 33 most disadvantaged small region in Hungary, 2009 
Source: www.nfu.hu 

http://www.nfu.hu/
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In addition to the figures already shown, on the basis of which the picture was 

illustrated convincingly indicates the situation of the economic configuration in relation to 

the types of regions and the status of the socio-economic development and is not a static 

description of a given situation. They indicate the locations of internal and external 

peripheries, and those of small regions that can be regarded as peripheral, are falling behind, 

underdeveloped and / or closing up, etc. the periphery nature is expressed with the same 

degree of plasticity by the employment data for settlements and small regions, on the basis of 

which the internal and external (along the border) peripheries and what is more “the 

peripheries of the periphery” are also outlined (figure 7.4, see also figures 5.7 and 5.11). 

It continues to remain an open question how the advantages expected from our accession to 

the EU, in other words, the subsidies, will be able to contribute to changing the centre-

periphery system of relations drastically, which will be needed to make the peripheries in 

Hungary close up, to enhance the success of the cohesion policy because the peripheral 

regions will have difficulties in getting out of the long lasting crisis on their own, or will not 

be able to do so at all. Or maybe the truth content of the statement of a universal validity by 

György Enyedi will continue to be valid, which especially applies to the Great Plain, namely, 

that the history of the Great Plain is a delay in a country that is delayed by being located 

on the semi-periphery of the semi-periphery. As regards it status of development the region 

is still of a semi-peripheral nature located somewhere on the peripheral region of the 

European Union. 

 

 
Figure 7.4: Settlements disadvantaged from the point of view of society, economy and 

infrastructure, 2004 
Source: Prepared on the basis of data from Foglalkoztatási Hivatal (Employment office) at the Debrecen office 

of MTA RKK ATI  

 

It can be stated without going into any detail that the radical ownership, structural and 

organisational transformation of 1989/90 did not improve the position of the peripheries 

either, the accumulated disadvantaged position of extensive agrarian regions and rural areas in 

the Great Plain region did not moderate considerably and vast areas in the Great Plain 
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continue to show a peripheral nature. The losers of the restarted relative economic and 

social decentralisation process are the isolated and backward rural regions along the borders 

of the country and the counties in the north-eastern Great Plain and the South-south –

western Transdanubian regions. 

7.2.3. External Peripheries – Existence at the Border and the Peripheral Situation 

 

As regards the external (border) peripheries, as a far-reaching consequence of 

Trianon, most of them are characteristically located along the northern, eastern and southern 

borders of Hungary. The situation of the regions along the other side of the borders, which 

lost their former satellite centres (Komárom, Ipolyság, Losonc, Rimaszombat, Rozsnyó, Kassa, 

Ungvár, Beregszász, Nagykároly, Szatmárnémeti, Nagyvárad, Arad, Szabadka, etc.) resulted 

in an accumulated peripheral one on either side of the state borders and equally limits the 

lives of the areas and settlements on the other side of the border as well as the socio-economic 

position of the sub-centres that lost most of their satellites. 

The problem of peripheral existence can be most characteristically illustrated in most of 

the border regions along the borders of Hungary, by a peripheral situation, i.e., by a 

cumulative disadvantaged position. For those dealing with historical, economic and 

regional sciences it has been proved for a long time, and it is now also evident for a wider 

circle of those interested that the establishment of peripheral regions along the borders 

took a start with the Peace Treaty of Trianon. It is a fact that the current situation is a 

product of primarily historical-political reason of over eight decades ago. Following the 

establishment of the current borders of Hungary by breaking up the territory of the historical 

state, the formation of a disadvantaged rural belt took a start along the northern and 

eastern borders of the country most of which was formed from remaining mutilated parts of 

former counties (Baranyi, 2004c). 

In geopolitical, configurational locations, infrastructure and socio-economic system of 

relations of the border regions of Hungary, the situation, into which the settlements along the 

borders got against their wish following the decision in Trianon, resulted in the fact that they 

became peripheries in two senses overnight. On the one hand it meant that from a so-called 

“deep” location within the former country they got on the edge of a new political border, the end 

of something, which also played the role of a division line, and on the other hand they lost their 

former centres which remained on the other side of the border, which in turn resulted in the 

accumulation of the peripheral situation (figure 7.5). 

 
Figure 7.5: Regions in Hungary that lost their centres of gravity after 1920 

Sources: MTA RKK Debrecen Division. 
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After Trianon the regions along the borders were less able to become integrated into the 

economic life of the country, they have been able to take part in the regional division of labour 

with difficulties and today they have hardly any contacts with neighbouring regions and major 

towns and cities on the other side of the border since significant differences can be found between 

border regions. The development of the centre-periphery relationship can be mentioned as one 

of the factors limiting cooperation, which can be traced back to the differences found in minor and 

major shifts in the configurations and the economic and social characteristics of the regions on the 

two sides of the same stretch of the border (Rechnitzer, 1997; Ruttkay, 1995). 

The recognition of the border existence and the peripheral situation and the related research 

are not of a recent date. In connection with the evaluation of the Peace Treaty of Trianon many 

have analysed the issue of the development of peripheries from political and ethnic aspects in a 

versatile manner but the domestic professional audience have been paying more attention to it 

from an economic point of view only since the early-mid-eighties, and they have been mostly 

representatives of the emerging regional science. One can find references to the opportunities 

for international integration (Enyedi, 1976) as the peculiarities of an accumulated 

disadvantaged situation (Varga, 1982) or over two decades in connection with the border 

existence. A recent thorough and versatile study on the relationships of the centre-periphery pair 

of concepts sees not only extremely close links between the border existence and the periphery 

nature along the border and the periphery nature of the large region when examining the border 

areas of the Great Plain Region, which are also supported with data and empirical studies (Tóth–

Csatári, 1983). 

The scientific conference in Szombathely in November 1986, where several speakers used the 

very expressive “the peripheries of the periphery” expression in connection with the centre-

periphery pair of concepts and oppositions as regards the case of mostly the Great Hungarian 

Plain and the regions along the borders, was a revolutionary stage in the research of the borders and 

most importantly the border existence and the peripheral situation involved (Erdősi–Tóth, 1988). 

The expression was primarily born to refer to the Great Plain and the region along the border and 

accordingly the eastern borders of Hungary in the relation that if the Great plain large region is a 

periphery, then the large economically disadvantaged areas and micro-regions of this region became 

the “peripheries of the periphery” straight away. Following the earlier studies which analysed the 

border existence in special relationships (demographic, sociological, rural), more and more studies 

have analysed the peculiarities of the pair of oppositions and concepts of the centre and periphery 

and the border existence (Kocsis, 1988; Kovács, 1993; Rechnitzer, 1990). 

In line with the above, one can formulate the conclusion that if the situation of the Great 

Plain within the whole of Hungary is classified as peripheral, then the eastern and especially 

the north-eastern edge of the Great Plain is a rightful candidate for the name “the periphery of 

the periphery” due to its cumulative disadvantaged position. This 20-30 km stripe is 

characterised by the weak attraction of county seats, underdeveloped infrastructure, difficult 

accessibility, large-scale unemployment, a high proportion of gipsy population, unfavourable 

natural properties (soils of weak fertility, danger of floods and waterlogging). It is hardly 

accidental that the regions along the Hungarian-Romanian and the Hungarian-Ukrainian 

borders have been considered as disadvantaged on the whole since they were established by 

Trianon and today they are one of the largest crisis areas in Hungary (Enyedi, 1996). 

As a result there is no doubt that in a wider sense and as a consequence of a longer historical 

process, the whole of Eastern-Hungary and in a narrower regional sense the north-east-

Hungarian and the south-west-Hungarian areas and within them most of the border 

regions on primarily either side of the border are disadvantaged regions even today. The 

consequences of the partly historic, partly earlier unfavourable macro- and micro 

economic factors and influences, the lack of viable economic projects, the outdated 
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infrastructure and transport networks and most importantly, due to the extremely slowly 

evolving cross-border cooperation, the issues of border existence and the cross-border 

cooperation are equally important for both Hungary and its neighbours. The currently, mostly 

disadvantage-involving issue of border existence, press for the development of regions and 

settlements in marginal positions. The spiritualisation of the borders in East-Central Europe 

and the watering down of the rigid dividing role of the state borders are vital, national 

interests for the countries that have changed their regimes including Hungary and its 

neighbours. The chances of closing up no longer seem unrealistic due to the European 

integration and the evolution of the Schengen process as these refute the truth content of the 

otherwise acceptable view that if a given area lies on the border of a state, this situation is not 

a disadvantage in itself and can be expressly advantageous in certain situations. The fact that 

an area lies on the border does not necessarily involve a peripheral nature any more although 

there is undoubtedly still some coincidence between the two concepts. What is more the 

border existence may be increasingly turned into an advantage in the termination of the 

disadvantaged situation (Baranyi, 1999, 2002b). 

 

7.3 Expected Trends in Making the Disadvantaged Regions Close Up 

 

Whether we talk about external, internal or transitional peripheries, in connection with the 

disadvantaged and accumulated disadvantaged situations, on the whole we can say that it is true 

for small regions still carrying inherent disadvantage that by ensuing adequately intensive 

economic, regional and rural development and extending inter-regional connections, the 

chances for closing up can be provided. In the interest of closing up a more intensive regional 

development would be necessary, especially as regards opportunities for re-industrialisation, 

efficient structural changes, the rebirth of the agricultural industry and most importantly the 

increase in employment. 

So, what can be expected in the future? Not until the sign of development an upturn 

expected so much have become visible we will have to face the currently still depressing reality, 

i.e., the fact that the regions in the Great Plain still belong to the most disadvantaged 

regions of the country. The peasant population “promoted to the ranks of small entrepreneurs” 

after having got rid of the permanent jobs providing regular incomes in towns or villages (co-

operative farms) have got into even worse situations than in the 1960s and 70s when masses of 

their populations were “taken captive” by “commuting”. Struggling with the lack of capital and 

sales concerns and in the lack of adequate agricultural subsidies and markets “the compulsive 

small entrepreneur“ in possession of a small area of land is in a defeat situation right from the 

beginning in most of the Great Plain. Expectedly, the real break-through will only be given to a 

few ones. More and more of them might get onto the periphery of the economic and social life 

within a short period of time. And all this may lead to the social and regional level detachment 

of extensive areas in the eastern part of the country and may become instigators of accelerating 

a process that can be reversed of a non-returnable process or one that can be returned at great 

expenses only, whereas the population of the Great Plain and especially that of the villages re 

expecting the novel distribution of the advantages entailed by the economic change of the 

regimes  not only between certain social groups and layers of society but between different 

regions as well (Baranyi, 2000a, 2011). 

Is there a chance for survival and closing up? The question and the answer looking for 

solutions is primarily related to improving unemployment and employment conditions and the 

opportunities for creating jobs especially in regions with small villages, where the problems of the 

job market are different from other rural regions despite the fact that these regions are clearly 

characterised by high unemployment rates. The major differences result from the combined 

presence of the population getting old, unemployment and depopulation as well as the extremely 
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low concentration and the geographic scatter of the labour force. it is a problem, however, how to 

recognise values as values and the lack of the spreading of innovations that can be used. How 

deep these lacks as well as how the processes can be favourably influenced from the outside 

remain questions (Baranyi, 2000b, 2009). 

In connection with regions of a disadvantaged, peripheral, rural and highly agricultural 

nature the chances for sustainable development mostly hold promises that on the whole, the 

accession of Hungary to the European Union is going to decrease the existing regional 

inequalities, to moderate the crisis processes resulting from the disadvantaged-peripheral 

situation and may enhance the close-up of peripheral regions. Even today, it seems certain 

that a combination of the longer-term sustainable development related to external and internal 

peripheries and downturn will occur, although the downturn will be of a more and more 

decreasing volume and will remain at the level of the small region. In addition, the 

combination of modern and traditional elements of agricultural production through nature and 

environmental protection as well as rural and ecotourism, too, the sustainable development 

can be realised with success. Today it still remains an open question what proportion the 

regions of a modern structure and keeping ability and what proportion the rural regions 

declining and providing a low level of livelihood as well as stuck in development 

opportunities make up. 

It continues to be a question to what extent the advantages expected from the accession 

to the EU, in other words the subsidies and grants can contribute to changing the centre-

periphery system of relations, which are expressly needed to make the peripheries in Hungary 

close up and enhance the success of the cohesion policy since the peripheral regions will have 

difficulties in or will not at all be able to get out of the long-lasting recession. 

The most difficult issue in the long run is the closing up of the external and internal 

peripheries, which means that the permanently disadvantaged regions are also to be given 

chances to join the economic and social blood circulation of the country in an efficient way as 

soon as possible. Of course, as it was convincingly stated in the revised National Regional 

Development Concept (OTK), which had been prepared in 2005 and the attached 

professional analyses, the closing up of the disadvantaged regions requires the realisation of a 

sizeable and coordinated development political effort that is more concentrated, fits local 

properties and the opportunities offered by external conditions and permeates each one of the 

technical policies that can be calculated with. 

Thus, the closing up of the peripheral regions is an essential objective, which wishes to 

decrease the disadvantages of permanently disadvantaged regions by the help of concentrated 

government and regional subsidies, individual strategies tuned to the properties and 

opportunities of external and internal peripheral regions and at the same time by providing 

opportunities for their social renewal (figure 7.6). 
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Figure 7.6: Disadvantaged regions and peripheries 

Source: OTK, 2005. 

 

As it has been stated above the traditionally most disadvantaged peripheries of of the 

country are mostly the small regions in the north-eastern region and the south-south-western-

Transdanubian as well as certain internal peripheries of the country, which are included 

basically in the category of rural regions since their population densities are much lower and 

the number of those engaged in agricultural activities is much higher than in other parts of the 

country.  

The evaluation of OTK claims that the most important precondition of closing up is that 

the regions that require intervention should retain their resources, and above all their human 

resources (e.g., population, more highly qualified labour force) and should be able to mobilise 

the new resources that are necessary for their development (e.g., investments, recreational, 

tourism, environmental, culturally valuable and other infrastructure developments) in the 

interests of a sustainable and harmonious rural development. As regards the future the urban 

regions that have lost their industries and are hit with crises (e.g., the regions of Salgótarján 

and Ózd) the closing up of which have to be given preferences, mostly by using tools of re-

industrialisation, in the course of terminating inequalities due to their region-organisational 

functions. The developments are to strengthen or to establish viable economic and social 

elements and so the objective is to improve relative competitiveness even while closing up. 

OTK indicated the local developmental points of outbreak, which - based on the rich 

architectural, cultural and natural heritage of the declining regions and villages – are built on 

the local environmental and cultural values. The preservation of values and their adequate 

uses on the tourism market may offer opportunities for reviving inactive settlements, 

reconstructing natural and constructed heritages within the public-works programmes and so 

opportunities may be created for returning populations in declining settlements to the job 

market and the utilisation of the values of the reconstructed heritage. 
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7.4. Polarisation Theories 

 

The various theories on regional development, which have become especially wide-

spread since the second half of the 20
th

 century (export basis theory, polarisation theories, the 

stages of regional economic growth, growth poles, centre and periphery models, the theory of 

competitive development, Kondratyev cycles and the regional development) relied on the 

changes in the approaches to regional economic studies and was also related to them by virtue 

of the changed economic paradigm and in close connection with it. 

The theories on regional economic development received a more pronounced emphasis 

especially after World War II and all of them more or less start from the idea that the growth 

of a region can be deduced not only from the neo-classic theory and the ones built on it but 

also from the peculiarities of regional development, the so-called growth centres and poles, 

including the centre – periphery system of relations, the centre and periphery models 

discussed earlier. Out of the theories on regional development it is primarily the polarisation 

theories, the so-called ideas on growth centres can be highlighted, out of the most prominent 

representatives of which Schumpeter, Perroux, Myrdal, Hirschmann are worth mentioning 

(Lengyel and Rechnitzer, 2004; Illés, 2008). 

In contrast to the neo-classical theories, the polarisation theories, also including the 

export-basis theory, do not set the economic equilibrium status of the regional economy as an 

objective, in which the development of the regions is characterised by convergence but just 

the other way round and see the way to regional development and its most important 

characteristics in the widening of developmental differences and the divergences coming to 

the foreground. 

In the development of regional differences and in the developmental differences 

between regions the conditions for the establishment of growth poles and the initial conditions 

of the evolution of centre – periphery relationships, the reasons are mainly seen in the 

following: 

 in the regional differences between internal growth factors (e.g., the number and quality of 

production factors, different industrial structures, conventions related to consumption and 

savings, etc.); 

 there is a strong dependence emerging between the regions in growth factors (e.g., the 

relationship and interdependence between the peripheries and the centre, the flow and 

exchange of goods and services, etc.), 

 the behaviour of the oligopolies (divided, multi-agent) and monopolies that are active on the 

regional markets determines the structure of production, the prices and the nature of economic 

relationships, e.g., the public-utility services (gas, water, electricity, telecommunications, 

communication) or the activities of the commercial networks. 

 

In opposition to the representatives of the equilibrium theory, the followers of 

polarisation theories see the preconditions for the development right in the mutually 

influencing processes brought about by the disequilibria, in the circulation of factors and in 

the system of relationships accumulated and transferred during the different processes, that is, 

in the industrial and regional polarisations, which will later exert their influences through a 

long series of disequilibria. The different growth pole theories represented by the followers of 

the polarisation theories automatically enforced the representation of regional dimensions 

and the interpretation of relationships within territorial and regional frameworks. 

Most of the polarisation theories relate to crucial issues as regards the operation of the 

various factors of the economy, the role of the growth poles, which can equally give impulse to 

and brake development in the different dimensions of the economy. It was also after World War II 

that the theory of regional economic development gained more importance, which, as the starting 



 130 

point for several models of regional economic developments seeks to find the Keynesian 

multipliers, various external and internal economic factors and influences, which themselves will 

bring about continuing, cumulative reflationary, and in the case of favourable conditions economy 

growing effects under external influences. The size and quality of the influences produces 

primarily depends on the economic structure and internal economic relationships of the given 

system (country, region, town). The consequence of this process and an important outcome of this 

chain of ideas was my theory of the so-called growth poles and growth centres, which 

subsequently formed the basis for the polarisation theories (Illés, 2008).  

From the point of view of the interpretation of integrated regional development and 

more precisely that of the centre-periphery relationship, the most important approaches are the 

ones that have direct regional relationships and contents. One of the most significant 

representatives of regional growth theories is the Swedish economist and politician Karl 

Gunnar Myrdal (1898–1987), according to whose interpretation positive (growth) or negative 

(shrinkage) processes have obvious regional relationships in which the causal, cumulative 

processes always take place in some growth pole. Not incidentally, the term growth pole 

was invented by the French economist François Perroux (1903–1987) in 1955 (Illés, 2008). 

According to Myrdal (1957) the economic development that takes places in the growth 

poles also strongly influences the shaping of the economic situation of other areas and regions 

that have contacts with it. So, in his opinion, the disequilibrium between regions, which is 

manifested in the per capita difference in incomes, can produce two kinds of effects in the 

centres. One is the “spread effect” r “radiation”, which produces centrifugal spread effects, 

and the other one is the “backwash effect”, makes centripetal, siphoning, concentrating 

economic forces operate, primarily, as regards processes in one area. Out of these factors it is 

the backwash or siphoning effect that refers to all the negative economic changes that a centre 

can produce in its environment and region. In opposition, the spread effect produces changes 

that can bring about changes in the region through the expansion of the centre. As regards the 

two opposing trends, the backwash, siphoning effects are usually superior to the spread 

effects.  

This approach does not claim less than that the free interplay between economic forces 

may create long-lasting regional inequalities in any given national economy. The less 

developed an economy, the stronger this trend becomes since in this case the development is 

concentrated in one or just a few centres the radiation of which is weaker as, for example, the 

intermediary systems that help the closing up of underdeveloped region are missing. In cases 

like this, the role of the state becomes important in regional policy since the regional 

differences can only be moderated through state intervention (Lengyel and Rechnitzer, 2004). 

According to the conclusion of the German economists Myrdal and Hirschmann, which 

has been cited ever so frequently by representatives of modern economic theories, the answer 

to the question of regional disequilibria seen in the growth theories, is to be looked for by 

making use of the polarisation theories. The solutions to linking the harmony of disequilibria 

and the growth theories have been considered differently since approximately the same time, 

the end of the 1950s, by the two economists. Myrdal counts on the lasting divergence of 

regional incomes (difference, divergence) and has doubts concerning the success of state 

interventions, while Hirschmann comes to the conclusion that in the lack of an equilibrium 

there will be forces developing that can contribute to the moderation of the differences 

between the different regions (Lengyel és Rechnitzer, 2004). 

The differences of opinion between them does not change a thing in regard of the fact 

that the shortcomings of the growth theories they represent can contribute to moderating 

the differences between regions despite the lack of the verification or disapproval supported 

by empirical evidence and last but not least the understanding from an economic aspect of the 

centre-periphery system of relations from the point of view of regional economy. Thus, 



 131 

polarisation theories, as parts of the theory of regional development, may strongly contribute 

to the interpretation of economic and social development from a regional, territorial and 

spatial dimension and so to the decrease of regional differences, the moderation of the 

peripheral situation and the strengthening of the economic role of the disadvantaged situation. 

 

7.5. Control Questions 

 

1. Describe the historical preliminaries and continental characteristics of the development of 

the centre-periphery in Europe. 

2. What were the more important historical preliminaries and characteristics of the evolution 

of the peripheries in Hungary? 

3. Describe a factor causing the development of peripheries by using detailed arguments. 

4. What types of peripheries do you know of as regards their spatial locations? 

5. Where are internal peripheries located, and what are their characteristics? 

6. Where are external peripheries located, and what are their characteristics? 

7. Describe some peculiarities and characteristic features of the nature of peripheries on the 

example of the physical-geographical example of the Great Hungarian Plain. 

8. Give a brief description of the major content and objectives of polarisation theories. 

 

 

7.6. Competence Developing Questions 

 

1. Describe some peculiarities and characteristic features of the development of peripheries 

by using the example of a settlement and / or small region that you know. 

2. What factors do you consider the most important as regards the development of 

peripheries, - if possible, in the order of their importance? 

3. Give a brief description of your possible ideas devised for the moderation and closing up 

of regions in a peripheral situation. 

4. What action plan could you develop in the interest of local economic development for an 

imaginary or known settlement and / or small region? 

Try to give an account of the “spread” or “radiant” and ”backwash” and / or siphoning  effects 

of a big investment to be implemented in a disadvantaged region. 
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8. Hungary and Regional Competitiveness 

 

 
8.1. The Major Factors of Regional Competitiveness 

 

 

The territorial restructuring of the European economy has led to an increase in the 

value of regional policy over the past few decades. With the increase in globalisation and the 

deepening of the European integration Hungary is more and more becoming part of a larger 

economic and cultural space in which the chances for the development of the different regions, 

areas and settlements are primarily determined by their competitiveness. Both the European 

Union and the national governments have considerably reformed the systems of means and ends 

and institutions of regional development. The principles used in regional policies have been 

modified and side by side with the objectives to reduce regional inequalities more and more 

weight is given to the measures serving to strengthen the competitiveness of the European 

economic space. The influences of globalisation and regional development forces re felt to 

different degrees in the individual regions and the elements of the settlement system, and the 

characteristics of the regional structures show considerable differences in the application of the 

cohesion policy combined with competitiveness. 

Earlier research has shown numerous elements between the reasons for regional 

differences in Hungary, which will be given special weight in the development strategies of 

the European regions both during the current (2007-2013) and the subsequent (2014-2020) 

programming periods as parts of the operative programmes and from the point of view of 

decreasing regional differences to strengthen the efficiency of regional competition and 

competitiveness. In this context, competitive regions are to be characterised by prosperous 

economies, a high level of employment, lasting and sustainable development and ability to for 

continuous renewal. As the National Regional Development Concept (OTK) claims, regional 

competitiveness means a lot more than the competitiveness of the businesses operating 

within a given region (large region, small region, settlement). Consequently, this concept 

includes the attraction of the region as a place of residence, as an investment location or 

tourism destination. Above all it should be suitable for obtaining and maintaining regional 

functions. The ability to attract and maintain resources, the mutual reinforcement of the 

competitiveness of those operating within the region and the efficient regional structure are 

equally important for the increase of the competitiveness of the region. 

Thus, the competitiveness of the regions, areas and settlements depends not only on the 

success of businesses but also on that of their citizens, institutions and civil organisations. The 

strengthening the economic role of businesses in addition to the environment that determines their 

operations, e.g., company seat, informatics, transport, financial and consultation services, 

adequate labour force, also requires a concerted regional development. The key to 

competitiveness is the cooperation of the agents in the regional development of the region and the 

area. For this reason the motivation of cooperation organised on a regional basis – e.g., research 

institutions, multinational as well as small and medium sized businesses and consultancy firms is 

especially important as they form the basis for the different strategies. Ultimately, this sort of 

complexity, close connection and cooperation are the preconditions for any efficient integrated 

regional development (OTK, 2005; Tóth, 2009; Káposzta szerk., 2010). 
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A possible definition of regional competitiveness 

Regional competitiveness is such a complex system in which the different objective 

and subjective elements (human resources, management, adequate living 

environment, high standard of services) and factors are closely related to one another 

and which become suitable for the generation and implementation of competitive 

projects together. A determining factor in the success of its competitiveness is the 

close relationship between the regional development agents of the region and the 

area. 

 

In the integrated system of regional development, out of the definition-like approaches 

that also mean the theoretical bases for competition and competitiveness, the interpretation of 

the European Commission can be considered to be authoritative, according to which the 

determining criterion for competitiveness is the sustainable ability to produce marketable 

products and services and generate relatively high levels of income and employment (Sixth 

Periodic Report, 1999). The factors that strengthen marketability are composed of the 

regional distribution of the population and the structure of settlements; the size structure of 

the businesses; foreign capital investments (FDI); K+F+I; approachability; the quality of 

human resources, the institutional system and the social capital, etc. The presence and 

efficiency of these, however, are different and depending on the development possibilities and 

properties of the individual areas, regions they can be different. 

In the more developed areas and regions that have considerable foreign working capital it is 

worth-while encouraging the settling down of operations that produce high added values and 

employ high-tech methods and highly qualified labour force, while in the less developed regions 

that are faced with employment problems, the objective can be to attract businesses that ensure 

high increases in employment and related capital investments. As regards small villages, 

peripheries and other ageing regions the solution can be the development or maintenance of new 

feasible regional functions, for example, ecological, residential and recreational ones that can help 

retain their current populations and attract new residents. Their competitiveness can be enhanced 

by making use of the following developments: 

 the development of the regional business environment and services; 

 the development of their approachability; 

 the motivation of regional networks: 

 the regional development of small and medium sized businesses: 

 the establishment of knowledge society and the spread of innovation in the region: 

 the organisational development of regional and local management: 

 the encouragement of strategies: 

 the strengthening of regional and settlement level marketing communications: 

 the protection and development of the environment: 

 the development of tourism infrastructure and services  (Káposzta ed., 2010). 

Out of the factors of competitiveness listed, innovation, which is a precondition to any 

process determining modernisation and regional competitiveness, is of a special importance, 

since it is the factor that determines the development of an economy and the success of its 

processes, which in fact puts the economy into a dynamic environment together with the 

businesses and the various other agents that serve business development. There are several 

interpretations and definitions of the concept of innovation but the best orientation is provided 

in the volume published in 1912 “The theory of economic development” by the founder of 

modern economics, the Austrian economist Joseph Alois Schumpeter (1883–1950). He was 

the first one to actually introduce the concept of innovation into the economic science. 
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Two alternative definitions of innovation 

1. Innovation means the introduction of a new or a considerably improved product 

(goods or services) or a method, a new way of marketing, or a new method of 

organisation or organism into the business practice, he organisation of a 

workplace or external relations (OECD, 2005). 

2. Innovation is the process of the application of knowledge, the renewal of products 

and services as well as the renewal and increase of their markets, the application 

of new processes in the production, distribution and market activities, the 

management, organisations and employment conditions, the increase and renewal 

of the professional knowledge and skills of the labour force (EC, 2004). 

 

Returning to the original definition by Schumpeter we can see that his theory defines the 

essence of innovation as a new combination of production factors and that any such 

endeavour will have a personal carrier in the person of the entrepreneur itself. This notion of 

Schumpeter’s applies to production companies only but can be extended to other types of 

businesses. His approach became the starting point for every theory on innovation. In 

Schumpeter’s notion “the new combinations” can be extended to five basic cases of 

innovation in the complex approach: 

 The production of new or new classes of goods that have so far been unknown to 

consumers. 

 The introduction of a new production process that has so far been practically unknown to 

the industry in question, which, however, does not have to be founded on a new scientific 

discovery in any way, and can also be a novel commercial procedure related to some 

product. 

 A new outlet opportunity, i.e., the opening of a new market that has not so far been 

introduced in the industry in question of the country irrespective of whether the market 

existed or did not exist earlier. 

 The conquer of sources of supply of raw materials or semi-finished products, and again it 

does not matter whether the source of supply existed earlier and was simply ignored or 

was not considered suitable or had to be established for the first time. 

 The establishment of new organisations by, for example, creating monopolies by merging 

companies, or their termination (Schumpeter, 1912, 1980, 111). 

 

In a different approach to the list above innovation means new ideas, new activities, 

new products, new organisations and new human and community ways of conduct in our 

every-day life. In Schumpeter’s opinion, however, the innovation process consists of three 

further stages or parts: 1) the birth of the new idea (invention); 2) the material realisation of 

the new idea (innovation); 3) the spread and mass utilisation of the new product (diffusion). 

Each one of the different forms of innovative processes will initiate different processes in the 

economy of the region.  

There is a close, an almost inseparable connection developing between the factors that 

determine competitiveness, i.e., between innovation and research and development, which, 

as a matter of fact, form a mutually stipulating and satisfying symbiosis with each other. As 

an expression of this close relationship the acronym “K+F” has recently been complemented 

by the sign “I” that is used for innovation to express the full content of research and 

development (R+D+I) together. K+F, which has three different meanings – basic research, 

applied research and experimental development – is now intelligently complemented by the 
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expression innovation (I) irrespective of the fact that it is still the traditional designation 

(R+D) that is wide-spread in the common knowledge. The formula R+D+I includes both 

formal R+D activities conducted at formal R+D organisations and informal or occasional ones 

done at other research locations. 

 

The definition of research and development 

Research and development (or at several locations research and experimental 

development), R+D means methodological research work that is to serve the 

increase of currently available knowledge material , including knowledge on man, 

culture and society, and also serves to use this material of knowledge for working 

out new utilisations (OECD, 2002). 

 

8.2. The Concept of Regional Competitiveness and its Characteristics 

 

 

The common definition of competitiveness had continuously developed in the EU, later, in 

the 1990s it was used for even regions, in other words, it was more likely to use for regional 

and spatial context, too. The Organization for Economic Co-operation and Development 

(OECD) explained and defined the competitiveness of regions in many ways, that involves 

„... competences for producing goods and services, which can be marketed nationally and 

internationally, while citizens achieve increased quality of life with long-term sustainability” 

(OECD, 1997). 

From several views and documents, as a conclusion, the common definition of 

competitiveness has emerged, that is the most widely known and used version even today 

according to the 6
th

 Regional Report of the EU. Considering this, the competitiveness is „the 

capability of enterprises, sectors, regions, nations and international regions for durably 

achieving relatively high levels of income and employment, while they are facing a global 

completion” (Sixth Periodic Report, 1999, 75). 

The common definition of competitiveness can be considered as the more precise 

version of the standard definitions, as it focuses on two economic indicators, the relatively 

high levels of income and employment connecting to the quality of life, instead of using the 

quality of life itself, which is difficult to measure. This definition is quite flexible and can be 

used widely, because it considers complexity, as it involves all the economic units 

(enterprise, sector, region and nation), it focuses on two measurable economic categories 

(produced income and employment), and last but not least considers the participation in 

international competitiveness (opened economics, global competitiveness, marketability).  

According to Imre Lengyel (2003, 2006, 2009, 2010), who deeply examined this 

question in the point of view of regional science, when concretizing the definition of 

competitiveness, there are still tiny differences in the cases of cities and sectors, or regions, 

cities or countries, as the features of the competition among them are different. Income and 

employment can also be explained and measured in different ways in different types of 

competition, so this is the reason for making difference between the competition of 

enterprises (microeconomic) and the competition of geographical units (region, countries). 

Considering the theoretical examination of regional competitiveness, it is an important 

starting point that the basic types and objectives of the competition can be characterized by 

the competition for goods, services and resources in limited amounts and the exact objectives. 

The common types of the competition and the objectives of the competition are: 

 competition among creatures (plants, animals) for habitat, food and for the survival of the 

species, 
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 competition among social groups (groups, clans, nations, political parties) for political 

impact and power, and  

 competition among market actors for economic advantages. 

 

All of these three types are real competitions, as they are for goods in limited amounts. 

In case of the first two listed ones, the competition objectives are rather out of economic 

reasons and rules, so the motivation is not that of economic kind, so the expression of “real 

competition” is not suitable at all. 

In sector specific view, the third type of the competition has to be highlighted. 

Considering regional competitiveness, the competition among market actors is definitely a 

real competition. This category can be further classified into three groups, focusing on the 

different targets: 

 competition among employees (individuals) – in other words labor market competition 

for jobs; 

 market competition among companies – for resources, market shares and profit; 

 competition among geographical units (countries, regions and cities) – for the increase 

of quality of life and well-being (Lengyel, 2006). 

 

Considering the compatibility of geographical units, there are differences between 

the competitions among countries and inside (sub-national) the countries. One of the 

publications examining the regional competition and compatibility highlights the fact that 

regions are increasingly independent from the national economics: today, the economic 

situation of cities and regions as successful “regional engines” determines the increase of the 

national economics, and this fact is not true vice versa (Malecki, 2002). “Enterprises can 

choose the location of premises from a large number of settlements, so the cities compete with 

each other for the profitable companies being in a limited number: determinant factors of the 

competition cover not only financial benefits (tax benefits, subsidies etc.) but primarily, the 

advantageous business environment itself (quality of infrastructure, flexibility and quality of 

educational institutions, the clear legislation, etc.). As a result of the accelerated integration in 

Europe, the main cities work on their own development strategies, and during the 

implementation, the cities compete with each other. In these competition strategies, they have 

to consider not only their own objectives, but those of the other cities, the other competitors as 

well. The competition of main cities is a real, and more expressed phenomenon” Malecki, 

2002, 930 in Lengyel, 2006). 

The definitions of regional competitiveness of sub-national regions mostly involve 

the normative system of the regional and local economic development, and regional 

competitiveness can be explained by the logical frameworks of the latter ones, that cover, in 

other words „the capability of regions for durably achieving relatively high levels of income 

and employment, while they are facing a global completion” (Lengyel, 2000). 

Consequently, the regional competition is increasing on sub-national levels, because 

most of the business services can be operated everywhere, where suitable information 

technology is available. These services have increased economies of scale, utilize dynamic 

agglomeration advantages, and this phenomenon races the territorial concentration of these 

business operations up. Thus, the background situation of processing industry and the grater 

preference of business services both definitely intensify regional competitiveness. Only such 

cities and regions can develop quickly, where the new economic trends have been recognized 

and were met by suitable measurements. In practice, regional competition may develop due 

to the following reasons: 

 for mobile corporate investments to create jobs: This may occur mainly in business 

services, perhaps in the processing industry and recently in welfare and other job-creating 
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sectors (e. g. trade, real estate or information technology businesses). The main purpose is 

partly to maintain the local profitable firms and partly to attract other prosperous 

companies to the region. 

 to attract more population to the area: to attract mainly highly qualified and 

competitive human resources and individuals having jobs with higher salaries. 

 to obtain more budget resources: to obtain public funds, to create common goods 

(roads, educational and healthcare institutions etc.) and to establish public institutions. 

 to arrange events attracting attention: to arrange culture, sports, political etc. events 

which form parts of a regional or city marketing program (Lengyel and Rechnitzer, 2004; 

Lengyel, 2006). 

Porter (1996) assumes that the most characteristic feature or differentiating 

specification of the economic competitiveness of regions is the fact that the competition 

between the various regional units (primarily the regions) is quite different from that of the 

various national economies. That is, the regions do not compete with their government 

(monetary, customs, export-subsidizing, taxation or investment) economic policies, since they 

do not have such policies. Nor do they compete like the companies, that is, the regions do not 

have any decision-making centres which would devise and implement regional competition 

strategies by taking the maximization of profits into account. Regions and cities compete by 

creating business environment which enhance the productivity of the local companies. Such a 

business environment can contribute to the successful operation of the companies and they 

include the following factors: specialized educational and training institutions, efficient 

special infrastructure, information-providing services which enhance innovation, business-

friendly public administration, research and development institutions adapted to the profiles 

of the various clusters etc. The networks formed by the various local groups (trade chambers, 

institutes, universities etc.) also take part in the creation of the business environment. 

Based on the characteristics of competitive advantages, there are three stages (factor-

driven, investment-driven and innovation-driven) in the development of countries. These 

stages are built on one another (Porter, 2003). These stages devised for countries can be very 

well applied to sub-national regions as well (Figure 8.1.). 

 

 
Figure 8.1.: The stages of competitive development 

 based on figures in Porter, 2003 ed. Lengyel, 2006. 

 

The concept of competitiveness has been used for a long time but it is rather difficult 

to define. Basically, it means an inclination or skill for competition, an ability to gain 

positions and to resist constantly which is primarily marked by being successful, the size of 

the market share and the increase in profitability. Generally speaking, countries and regions 

take part in the global competition differently so the competition between them has two types: 

direct and indirect. On one hand, a direct competition can be noticed when countries or 

regions belonging to the same stage of development compete with one another: they provide 

similar types of products and their global companies apply similar competition strategies.  On 

the other hand, an indirect competition can be noticed as well, since every country or region 

is in competition with all the other countries or regions for inputs (raw material, energy 
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resources) and skilled workforce.  Partly due to this fact, the economic policy-makers having 

no direct influence on the market trends wanted to know how and by what means they could 

improve the chances and competitiveness of their own national economies in the global 

competition. These indirect actions target the improvement of the background conditions 

determining the competitive advantages of companies (primarily the development of the 

business and institutional environment. These actions are basically the tools to improve the 

competitive advantages of companies in the global competition (Horváth, 2006). 

The arguments about the interpretation of competitiveness raise two question types: a) 

how competitiveness can be defined and what indicators can be used to measure it; and b) 

how competitiveness can be improved and what government actions can be regarded more 

successful. The issues regarding the interpretation and measurement of competitiveness and 

those of the economic policy have the top priority in case of both the countries and the 

regions. The most relevant results of the abundant literature on the competitiveness of 

countries can be used to interpret the competitiveness of the regions as well. The 

competitiveness of the countries and national economies influence the regional 

competitiveness. In this context, all kind of competitions between the regional units are 

primarily for definite economic goals, the constant increase of welfare (standard of living). 

In such a competition, the regions compete by creating a reliable and attractive business 

environment for the companies and by coaxing and keeping the successful companies 

(Lengyel, 2006). 

From the viewpoint of improving the local economy and that of competitiveness, it is 

very significant to improve the standard of living. At the local levels, this is the most 

important (and in most cases the sole) purpose of all economic activities. A basic prerequisite 

of enhancing competitiveness is the production of incomes and the expansion of employment, 

which is the result of the local economy (primarily that of the activities of local companies). 

The conclusion is that competitiveness can be achieved only through increasing the 

competitive advantage of the local companies (Figure 8.2.). 

 

 
Figure 8.1.: The stages of competitive development 

Source:  based on figures in Porter, 2003 ed. Lengyel, 2006. 

 

To sum up, when one interprets and measures the contents of competitiveness based 

on the regional and local contexts, it can be easily recognized that the dual (assumed as the 

combination of the productivity and employment factors) and the complex (separating the 
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above mentioned two factors into other mechanisms of action) interpretations of 

competitiveness are built on each other. This is the so called pyramid model which helps to 

exactly measure and study the specific characteristics regional competitiveness. 

 

8.3. The Pyramid Model of Regional Competitiveness 

 

The study of regional competitiveness can be traced back to three interdependent categories 

of economics: incomes created in the region, labour productivity and the rate of employment. 

All three categories can be measured in case of political and homogenous regions. The 

statistical records and surveys allow them to be calculated. However, this notion of 

competitiveness does not say anything about the characteristics and factors which form the 

competitiveness of each region. Also, this viewpoint of competitiveness does not tell us which 

factors or tools should be strengthened and developed to enhance competitiveness in the area 

improvement policy and regional programming. The pyramid model of regional 

competitiveness tries to give a systematic approach to these tools and also to describe the 

basic factors of enhancing competitiveness (Figure 8.3.). 

 

 

 
Figure 8.3.: The pyramid model of enhancing the competitiveness of regional units 

(regions, areas and cities) 
Lengyel, 2006, 55., 57. 

 

The factors affecting regional competitiveness can be divided into two groups whether 

they have direct or indirect effects. Those basic factors which have direct and short-term 

effects on economic performance, profitability, labour productivity are extremely important. 

The social, economic, environment cultural etc. processes and parameters, that is, the factors 

of success which have indirect and long-term effects affecting the economic performance of 

the region are also quite relevant. 

Based on the logical structure of the pyramid model, one can easily find out that the 

competitiveness of a region is not for itself but it is for a given goal. The top priority of this 

goal is the welfare, the enhancement of the life quality and the standard of living of the 

people living in the area. At the same time, this is the goal the development and economic 
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growth of a country or region (Adam Smith). The characteristics and factors contributing to 

the goal and determining competitiveness can be divided into three interconnected categories 

of economics. These three categories form a level of the pyramid model: 1. basic categories 

such as income, labour productivity and employment), 2. basic factors, which directly 

determine the basic categories and 3. the factors of success, which indirectly affect the basic 

categories and basic factors. 

By displaying the factors determining competitiveness, one can build the pyramid 

model of regional competitiveness. The base of this model is made up of the social and 

economic factors which ensure long-term success. The medium level of the pyramid are made 

up of the basic factors which provide a base for the categories mentioned in the definition of 

competitiveness. The top of the pyramid is the final goal, which is the life quality and the 

standard of living of the population of the region. The region can be studied through the 

pyramid model. According to this model, the central category of regional competitiveness is 

the income, which measures the economic growth of the region. Each of the various levels 

below this can mean the implementation of the central goal and can contribute to the factors 

of success at the base levels (Lengyel, 2006). 

  

8.4. Innovation Development and Regional Competitiveness in Hungary 

 

Earlier we have already mentioned Schumpeter's viewpoint which emphasizes the importance of 

the innovation development aspects among the factors of regional competitiveness. This 

viewpoint is confirmed the technical experience and information which states that productivity in 

the developed countries has been increased by 80% due to some kind of innovation. Innovation is 

essential for the companies to increase their competitiveness, export capability, to create new jobs 

and to enhance the quality of services, that is, to increase social welfare. All this indicates that the 

construction of knowledge-based economies in the global social and economic process of the 21
st
 

century is extremely significant. Only those countries and regions can be competitive which reset 

their structures of production to manufacturing products and services having high levels of added 

value. In the past decade, mostly the technologically intensive and innovation-oriented industries 

have been able to develop. The expansion of competitiveness to the level of regions serves as an 

organizing principle for such areas as the local development of economy, regional development 

and regional innovation policies and it determines the direction of regional development strategies 

and the priorities of competitiveness enhancement for a longer period of time (Gál, 2004). 

Beside the earlier more powerful innovation developments at the corporate level, the 

enhancement of the local and regional competitiveness is becoming the target area of 

innovation processes and research and development actions. Innovation developments 

nowadays are regarded as a tool of sustainable development. Innovation is also a tool to create 

new and better jobs which are knowledge intensive and have more added value, to enhance the 

standard of living among the population and to eliminate the development-related differences 

between the regions. The knowledge-based economy and the creation of regional competitiveness 

need a broad expansion of innovation capacity and the direct delivery of other innovative market 

knowledge to the participants of the economy. Thus, the institutions of the innovation system, as 

parts of the economy enhancement and regional policies, can operate efficiently if they are 

decentralized not only organizationally but also regionally. The economic attraction of the 

regions depends on the network cooperation between the various research bases, the innovative 

small and medium businesses and the innovation development organizations, as well as on the 

efficient operation of the broad and decentralized system of innovation-supporting organizations 

and network of institutions and on the success of the innovation development actions coordinated 

by them. 
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As for the renewal of the national innovation system in Hungary, the starting point must 

be the fact that the economic changes of the early 1990s affected the research and development 

(R&D) activities and the innovation very adversely. There were hardly any financial resources for 

the R&D. The effect of the political and economic changes on the R&D&I sector and the 

relationship between R&D&I and the industry was very dramatic. It was not only the economic 

and market capabilities of the R&D institutions that changed but the conditions of the industry 

also changed. Furthermore, the corporate structure in Hungary also underwent a transformation 

process (a great number of small and medium businesses appeared in place of the former large 

state-run companies). The existing R&D infrastructure showed the sign of disintegration and as 

the R&D institutions of the companies disappeared, the rate of the corporate financial resources in 

the R&D sector brought about a drastic drop. Even nowadays, less than one third (29.7%) of the 

financial resources spent on R&D comes from the corporate sector. 

As an adverse consequence of the economic and political changes and as a byproduct 

of the privatization process, the research bases were disintegrated, the research facilities of 

companies were cut back and at the same time, the national institution system of innovation 

became very weak and the R&D-related government policies were pushed into the 

background. All these factors caused that transition and crisis management became the top 

priorities in government policies rather than the stimulation of development. Around the 

2000s, it became more and more obvious that the top-level management and the institution 

system of innovation must be reformed. At the end of the 1990s, it was apparent that the legal 

harmonization with the EU directives (like the Lisbon strategy of May 2000, which was a 

result of the Lisbon Summit) the decentralization of the innovation system would sooner or 

later become inevitable. The Hungarian government, following the pattern of national 

innovation strategies devised in other EU countries, set tasks at a national level to reduce the 

technological lag and to enhance the innovation capability. However, it turned out that neither 

the local nor the national innovation strategies were sufficient, which made it difficult to 

make the Hungarian strategy a part of the international systems (Gál, 2004.) 

In spite of the latter mentioned factors, there was some motion after Hungary joined 

the EU on May 1, 2004. There was more emphasis on the regional innovation processes in 

Hungary as well, since the area-related innovation development programs were integrated into 

the GVOP program of the National Development Plan and also into the New Hungary 

Development Plan. The role of innovation has become more important in the regional 

policies and the new regional economic development policy also adopted the support of 

technological transformation and the establishment of an innovation network. All this 

required an independent act of innovation and the proper representation of innovation in the 

area development act with an appropriate background of national institutions and a system of 

tasks and means. The institutional reform was legally ensured by the act on research and 

development and technological innovation (Act CXXXIV of 2004). The basic goal of this act is 

to support competitiveness based on knowledge and the utilization of knowledge and the 

development of the Hungarian economy based on knowledge and innovation. The act on 

innovation provided a base for devising the innovation policy goals and the coordination of the 

innovation tasks of the various industries. However, the draft of this act failed to recognize that 

innovation is a set of activities performed in space, and thus, it did not include the tasks and 

actions necessary to resolve the problem of the deformed regional structure of innovation, nor did 

it refer to the regional aspect of innovation development. 

There are two factors which require the regional aspects to be made a part of the act on 

innovation: 1. the 2001 EU innovation-oriented area development policy, which integrated the 

R&D and innovation subsidies into the target system of the structural and cohesion subsidies and 

2. the handling of regional inequalities coming from the deformed structure of the 

Hungarian innovation system (Figure 8.4.). 
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Figure 8.4: GDP per capita compared to the average of EU 27 (%), 2009 

Source: CSO Regional Statistical Yearbook, 2010. 

 

 

 
Figure 8.5: The two slopes 

Source: own edition based on Rechnitzer, 2004  
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Based on the above mentioned fact, the regional characteristics of innovation can easily be 

described. Of course, Budapest is not only the determining economic, social and cultural centre of 

Hungary but it is also the only real innovation centre of the country. Budapest and its region 

provides 49.3% of all the R&D bases, its share of R&D employment is 58%. Also, this region 

receives 65% of all R&D expenditures and 64% of investments. The R&D expenditures of the 

central region reach 1.6% of the region's GDP. This rate is between 0.2% and 0.6% in other 

regions of the country. The rate of people working in R&D compared to all the active workers is 

quite low 0.2% to 0.5%) outside the central region, while in Budapest this rate (3.2%) represents 

the highest Western European level (Figure 8.6). 

 

 
 

Figure 8.6: R&D expenditures per 1,000 residents, number of R&D employees per 10,000 

residents, 2010 
Source: CSO Regional Statistical Yearbook, 2010 

 

There has been a long-standing contradiction in the coexistence of economic and 

innovation processes: while the innovation of the economic structure has always been faster in 

the western and north-western regions, these regions have had an adverse position regarding R&D 

and the number of higher education institutions. The university centers of Hungary (Budapest, 

Szeged, Debrecen, Miskolc, Pécs, Veszprém) are still the main scenes of R&D, the other counties 

and their towns are far behind regarding R&D activities. On the other hand, the western and 

central counties of the Dunántúl (west of the Danube) region, which are at the top regarding 

economic growth, incomes and attracting foreign capital, have far less potential for development 

(the financial and institutional means of moving from mass production and lease-work toward 

activities requiring knowledge), which endangers their competitive advantage in the long run. 

Regarding the development of R&D infrastructure, the slowly increasing number of R&D bases 

established in the dynamic regions by international companies is a very promising development. 

However, the slow increase in the corporate financing of R&D cannot compensate the role played 

by the government (Figure 8.7.). 
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One of the major deficiencies of the area development policy in Hungary is the fact that 

the legislation on transforming the country's area structure focused primarily on the area 

development act, while the basic documents of area development and the government efforts to 

eliminate regional inequalities have not been carefully coordinated with R&D and higher 

education. The area development act of 1996 and the National Area Development Concept of 

1998 targeted the structural issues of R&D and higher education but the set directions of 

development were not analyzed in depth and comprehensively. The regional aspects became 

somewhat involved with the issue through the regional development poles. While a significant 

regional equalization happened in the higher education (there was a significant drop in the number 

of university students in Budapest during the 1990s), the reasonable decentralization of R&D 

resources was not even attempted (Figure 8.8 and 8.9). 

  
 

Figure 8.7: Number of employees per region, 2010 (capita) 
Source: CSO Regional Statitical Yearbook, 2010. 

 

8.8.  

Figure 8.8: Number of students in higher education in counties 1990, 1996, 2001 

(capita/1000 residents) 
Source: Rechnitzer–Smahó, 2005. 
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Figure 8.9: Number of students in higher education per 1,000 residents, 2010 

Source: CSO Regional Statistical Yearbook, 2010 

 

The R&D potential significantly affecting the regional competitiveness has not been able 

eliminate the regional differences in Hungary up to the day (Figure 8.10, Figure 8.11). The 

institutions representing the area policies and the experts involved in innovation developments 

have become more and more convinced that the issue can be solved only by implementing 

regional innovation strategies at regional level and by establishing a really decentralized system of 

institutions. The regional innovation management and the system of organizations must be built 

on the regional knowledge bases and must have a bridging function between the participants of 

the economy and research bases. The task of the regions and the decentralized regional system of 

innovation organizations must be the coordination of the national sector strategies at a local and 

regional level and the mobilization of local resources which would serve the implementation of 

the development goals. The implementation of a really successful and supply-oriented regional 

innovation policy requires a concentration of the institution system, the R&D and the supporting 

resources with economies of scale into so called regional innovation centres which have 

knowledge-generating and intermediary (integrating into networks) functions. 

 

 
Figure 8.10: Regional differences in Hungary – research and development 

Source: CSO 
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 Apart from the operative programs of the national development, the new National Area 

Development Concept (NADC) of 2005 through a significant breakthrough regarding 

innovation. The Concept intended to transform the higher education centres outside Budapest into 

regional innovation centres and developing them to regional knowledge centres, on the premise 

that it is most necessary to strengthen the potential of scientific centres in the country to 

counterbalance the exaggerated central role of Budapest and to develop the knowledge-based 

economy. For this reason, the NADC devised a program of development poles to help the 

establishment of regional innovation centres, to decentralize the innovation potential, to eliminate 

the regional inequalities and to strengthen the regional competitiveness. The strengthening of 

development centres would achieve a dual target. On one hand, it would develop the local 

innovation, economic, cultural and commercial functions of the poles themselves. On the other 

hand, the program would create conditions (accessibility, cooperative relations, sub-centres) 

which would enhance the irradiating effect of the poles (NADC, 2005). 

 

 
Figure 8.11: R&D expenditures in the percentage of GDP in regions, 2009 

Source: CSO, 2011 

 

The development poles might be built on those major regional higher education and 

scientific centres (Budapest, Debrecen, Győr, Miskolc, Pécs, Szeged) which have strong 

innovation-related and significant higher education and scientific potentials and also 

significant regional and macro-regional roles. Beside all this, these centres have such 

significant and special R&D capacities could speed up the regional diversification of R&D in 

specialized directions (Szeged: biotechnology, Miskolc and Győr: mechatronics, Debrecen: 

pharmacology and Pécs: cultural industry). An important medium-range goal of the pole 

program is to make the major cities of Hungary suitable to become the organizing forces of 

their regions through conscious aspiration, incentive competitions and by meeting the 

requirements of development poles. 

 

Some of the outstanding criteria of becoming development poles are the following: 

 the town or city has an organizing force to form their own region even over the borders, 
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 the presence of high-level R&D and innovation functions with high-level knowledge-

based economic activities and a wide range of university training, 

 the development and enhancement of the city or town addresses development needs in 

their broader region,  

 a strong cooperation with the other towns and villages and areas of the region, 

 the social, economic (local market) and political role of the city or town corresponds to 

their size, 

 the presence of cultural and service supply which can meet higher levels of demands and 

the presence of a great number of highly skilled workforce. 

 

 
Figure 8.12: Regional development poles and axes 

Source: OTK, 2005 

 

The cooperation of development poles and the major cities and the development axes 

along the traffic lines between the poles have a distinct role in strengthening the region's 

competitiveness. Thus, the development poles are significant factors in not only strengthening 

regional competitiveness but also in the balanced development of the country's city network. 

These poles, as integrated parts of the country's network of cities and villages, should form 

strategies to share functions with the development sub-centres within the region and they 

should make use of the advantages coming from the cooperation. The strategies of the poles 

and the tasks of the network cooperation should be integrated into the regional development 

strategies in a way that the poles could strengthen the network of relations in the network of 

cities through the sub-centers which closely cooperate with the poles. 

Győr, which is the development pole of the western part of the Dunántúl, shares the tasks 

with sub-centres like Nagykanizsa, Sopron, Szombathely and Zalaegerszeg. Due to the special 

placement of the city network in the central region of the Dunántúl, Székesfehérvár and 

Veszprém organize their pole tasks together with Dunaújváros and Tatabánya. In Northern 

Hungary, Miskolc operates as a pole with Eger and Salgótarján. In the Northern Great Plain 

region, Debrecen cooperates with Nyíregyháza and Szolnok, while in the southern part of the 
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Dunántúl, Pécs is the pole, Kaposvár and Szekszárd are its sub-centres. In the case of 

Budapest, it is especially important that the development plans should include the plans 

related to the agglomeration area and the strategies of the region as well. Beside the towns 

mentioned as sub-centres, the poles, if necessary, should form a close cooperation with other 

towns of the regions and the major cities beyond the state borders to enhance the region's 

competitiveness. 

 Finally and to sum up, it must not be ignored that the implementation of the various 

policy actions devised to strengthen regional competitiveness and to eliminate regional 

differences is not only the task of politicians dealing with area development but it is a task 

which requires the cooperation of all other policies where actions at a national or government 

level are necessary. International experience proves that the decentralization of innovation 

development can be achieved only through government incentives and significant 

decentralization of resources. As several international examples show, the consequent 

implementation of the definite ideas coming from the central government is a basic 

requirement so that the R&D&I resources could be allocated and activated successfully at a 

regional level. The state cannot stay out of financing innovation and maintaining R&D 

institutions even in the developed countries, since R&D cannot be supported internationally 

and the government (central or regional), unlike the risk capital financing, must enforce long-

term national interests as well. 

 

8.5. Innovation potential in the Northern Great Plain region  

 

By avoiding the description of the region's higher education potential, it is worth emphasizing 

through the example of the Northern Great Plain region, as in a case study, that as a result of 

the integration, which occurred around the turn of the millennium, all three counties of the 

region have institutions of higher education: Nyíregyháza and Szolnok have colleges (in 

Nyíregyháza there are two colleges) and Debrecen has one state-run university with 16 

faculties (as a result of the integration of former state-run universities and colleges) and a 

church-administered university and college. After the integration, the church-administered 

university and college in Debrecen and the Nuclear Research Institute of the Hungarian 

Academy of Sciences (MTA) became partnership members of the University of Debrecen, 

which was founded in 1912 but thanks to its predecessor, the Reformed Church Secondary 

School of Debrecen (founded in 1538), it has a 475-year old history (ed. Baranyi, 2008, 

Rőfi, 2008). 

There are also research institutions which are in close connection with the universities 

and colleges and play a very significant role in scientific research. One of the five regional 

commissions of the MTA, the Academy Commission of Debrecen (DAB) was established in 

1976 and its most important task is to coordinate the scientific activities of the three counties 

in the region. This commission provides a forum to the publication of the achieved scientific 

results and also arranges conferences, workshop-like events by inviting renowned experts. 

The lectures provide good opportunities for exchanges of views which promote scientific 

work and research. The DAB represent the scientific community, scientifically confirmed 

viewpoints, opinions to wide strata of the society. They pay attention to promoting scientific 

activities beyond the state borders and they establish close relationships with the scientists of 

the surrounding countries. They have established especially close relationships with 

researchers in the Ukraine and Transylvania. 

The Nuclear Institute of the MTA (ATOMKI) was established in 1954. Their task 

has been nuclear research and the development of tools necessary in this research. In the past 

decades, the institute has achieved a very high scientific rank in Hungary and as well as all 

over the world. At the same time, the researchers of the institute are very interested in 
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interdisciplinary research as well. The ATOMKI is now a partnership institute of the 

University of Debrecen. The university with almost 40,000 students is one of the largest 

universities of the country. Through its scientific research activities, the university is an 

integrated part of the region's R&D potential. 

After Hungary joined the European Union, the Northern Great Plain region had a 

better chance to catch up with the pace of the global competition. The university plays a 

significant role in this process as well, since it has 2.5 to 3.5 billion HUF of R&D revenue. 

Thus the University of Debrecen is among the most significant research universities of the 

region. The universities, colleges and the research institutes of the regions provide more 

human resources and ensure the development of R&D cooperation. Among the cities of the 

region, Debrecen is the regional centre with its role as an economic hub, with its 

internationally renowned university and its intellectual base of economic development built 

on innovation (Enyedi–Horváth, 2002). 

At the research base of the university such research projects can be performed which 

are primarily built on the capabilities of pharmaceutical and agricultural companies of the 

Northern Great Plain region. Having found the gaps in the world market, these projects can 

provide breakout points toward the more valued industries of the world market. By utilizing 

the knowledge amassed and created at the university, the small and medium businesses of the 

region can become more competitive and new spin-off and start-up firms can be established. 

Some of these firms will become stronger and they will generate investments. Thus, the 

region can provide attractive environment, skilled workforce and competitive research results 

for the knowledge-intensive investors. 

In Hungary, the research potential of higher education is strongly concentrated. The 

10 largest state universities out of the 72 higher education institutions employ 74% of those 

who have scientific qualifications and these 10 universities represent 86% of the expenditures. 

78% of the foreign research assignments are received by four universities (BME, DE, ELTE 

and SZTE), while over the half of R&D resources coming from outside the central state 

budget is received by two universities (BME, DE). The R&D expenditures of the University 

of Debrecen (DE) exceed one third of the government support, that is 36%. Based on the 

normative research support statistics of the Ministry of Education and Culture and by 

comparing the other Hungarian universities to DE, we can see that in the past few years DE 

has always been among the top three universities on the R&D performance list. Once DE was 

the first on the list. The university occupies an especially prominent position regarding 

foreign tenders and contractual work. DE is usually the second university after BME (which 

has a much more homogenous training and scientific area and is much more innovative) in 

terms of R&D resources coming from outside the central budget. 

By 2004, the international R&D support of DE had reached 435.3 million HUF and 

the contractual incomes were 409.1 million HUF. Since then the development resources have 

continued to increase. MTA finances 20 research groups which play important roles in the 

scientific performance of DE. After the institutes of MTA, it was the Molecular Medicine 

Research Centre at the Medical and Health Centre of DE which could acquire the title of 

European Union Centre of Excellence in 2003 and received significant research support from 

the EU. 

According to an independent survey ordered by the Ministry of Education, the scientific 

potential of DE and its performance has put the university among the top three universities of 

the country for years and has been receiving the normative state support accordingly. The new 

Act of Higher Education, which came into effect on March 1, 2006, introduced the notion of 

'research university'. The terms of acquiring this title is always defined by the government. 

The DE has a good chance to receive this title and to become a European-level R&D 
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institution, a real research university. According to the available data, an institution must meet 

the following minimum requirements in order to receive this title: 

 

 at least half of the researchers and instructors should have PhD degrees; 

 it should issue over 150 European-level PhD degrees in at least 15 disciplines; 

 at least one third of its budget resources should come from E&D revenues and expenses 

and the use of these revenues and expenses is supervised by an independent scientific 

commission. 

 

According to the regulation of the new Act of Higher Education the Scientific Board of 

DE was formed. The Scientific Board, among other tasks, supervise the use of research 

revenues. The university had 6,503 employees on October 15, 2011, out of which 6,035 are 

full-time employees. DE has 1,023 full-time instructors and researchers with scientific 

qualifications. In 21 Doctorate Schools, 887 PhD students receive post-gradual training. In 

Hungary DE has the most disciplines of PhD training. All the faculties (sciences, social 

sciences, medicine and agriculture) have altogether 21 doctorate schools in 24 disciplines. 

DE meets the requirements of research universities mentioned above. It must be 

emphasized that 14 of the full-time instructors of members of MTA and 122 of them are the 

doctors of MTA. The presence of human resources is proved by the scientific capacity which 

is known to the Hungarian and international public as well. The professional and scientific 

credit of the employees and their wide range of professional and public activities are proved 

by the fact that many of them have received high national, scientific and local awards and 

prizes (1 Kossuth award, 7 Széchenyi awards and 54 awards given by the president of 

Hungary). 

The university cooperates with several companies to perform various R&D projects. The 

most significant partners are TEVA Pharmaceutical Inc., National Cancer Institute (USA) and 

the digital imaging company, ADIR-IRIS Inc. These companies give research assignment 

worth 25 million HUF annually. The university also has a continuous cooperation with the 

local branch of National Instruments Europe. More and more companies and firms are 

interested in cooperating with DE but some of them are still uncertain whether their 

investments will return. Dozens of companies invest about 2 billion HUF as own 

contributions into the R&D projects of tender-winning consortia (especially into various EU 

framework projects) where DE is involved. 

The companies investing into the Agricultural Industrial Park, which is the first of its 

kind in Hungary, can use the services of the university and have advantages finding skilled 

labour as well. The presence of this industrial park, which provides positions for field practice 

and jobs for the graduate students, means revenues for the university. 

The location quotient of the Northern Great Plain region in the pharmaceutical industry 

and the development functional food is above 1.0. In the various fields of industry, we can 

find international companies suitable to become multipliers, regional small and medium 

businesses and spin-off firms with university utilization. Accordingly, the region's first 

knowledge centre, established in 2004, the Genomnanotech Regional University Knowledge 

Centre (GND) carries out R&D projects with 15 industrial partners based on genome nano- and 

biotechnological applied dynamic R&D. The purpose of these projects is to establish a new 

industrial culture, create a significant number of jobs and to establish an internationally 

outstanding biotechnological centre in this region. The GND is a pilot project which will show 

what type of development is required in the region to achieve positive results by utilizing the 

EU resources which gave been available since 2007. The GND project was started as a 

cooperation between 16 firms and the university. However, the number of cooperating partners 
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has reached 30 by now Some of the key partners are Richter Inc., Omninvest Inc., Biosystems 

International Ltd. and KITE Inc. 

During the first two years of operation of the GND, the first six spin-off firms were 

established and these firms have continued to cooperate with the university, partly in the 

recently established Bio incubator Centre. Since the GND started its operation, there have been 

22 patents submitted for approval, 20 new products, 21 innovative services and 13 prototypes 

have been created. The GND is one of the key projects at the Debrecen Development Pole 

Program, started in 2007. In 2006, the Innovative Health Industry Cluster of Debrecen was 

formed including 22 health industry firms at the GND base (Nagy, 2008a). 

By the end of 2005, the total number of pharmacological innovation projects based on 

the significant pharmacological innovation elements of the GND project and arranged around 

the Pharmacological and Pharmacological Therapy Institute at the Medical and Health Centre of 

the University of Debrecen had reached a level h brought about the establishment of a 'pharma' 

industry cluster in the Northern Great Plain region. The pharmacological innovation is very 

significant in the other big projects of the Medical and Health Centre, like the running NKFP 

mega project. The country's only GVOP (Economic Competitiveness Operational Program) 

supported research centre of pharmacological innovation is operating in Debrecen. The 

pharmacological project includes 11 companies (including small and medium businesses and 

large companies like TEVA) beside the university. Regarding the current project, it is important 

to emphasize that the significant pharmacological innovation R&D projects and business 

activities could begin in Debrecen at a time when the rest of the world spoke about the crisis of 

innovation. The crisis occurred due to the increase of the development costs of innovative 

medicines, the decrease in the rate of innovative project returns and the complete realignment of 

the biggest market participants. 

When determining the areas of breakout points for the region's development, we 

must take into account where the capabilities of the region – the research potential and the 

industrial background – meet the positive market tendencies and market gaps. The strong and 

industrially utilized research areas of the DE are the pharmaceutical R&D projects, the 

genome research, the development of diagnostics, nanotechnology, the functional food 

development and the renewable energy resources. We must also mention bioengineering, 

which is a new research area. The University of Debrecen wants to form a basis for this 

research area at its own nanotechnology base and by involving the Zoltán Bay Bioengineering 

Institute, which was established by the DE and the local government of Debrecen. 

  During the industrialization of knowledge, it is inevitable for the innovation-based 

economic development to establish institutions at the DE base which would serve as bridges 

between the DE and the companies. A shift in approach toward innovation has begun at the 

university. As a milestone of this switch, the GND Knowledge and Technology Transfer Office 

was formed within the Genomnanotech Regional Knowledge Centre project. During the first 

year of its operation, this office, in excellent cooperation with the Regional Innovation Agency, 

was able to accelerate the cooperation between the researchers and the industrial partners. 

The innovation potential of the regions and the policies helping the expansion of 

innovation capacity are the most significant factors affecting competitiveness. This region, as 

a part of the country with its traditional and significant higher education centre and research 

base is in a fairly good position regarding the education, capabilities and qualifications of the 

local population and the quality of their knowledge. However, this position is not always so 

beneficial as far as the quality level and the structure of R&D, the structure of the higher 

education and the development of innovation are concerned. 

As for the previously described development pole program, the quality of the 

relationship between the university and Debrecen is a most defining factor of the Debrecen 

Development Pole. The university has a very broad spectrum of its training, its scope goes 
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far beyond the boundaries of the Northern Great Plain region. The DE and Debrecen has a 

well-functioning and regular relationship which has been recorded in a bilateral agreement. 

The agreement signed in November 2000 determined several significant areas of regular and 

ad hoc cooperation, such as culture, sports, infrastructure, science and technology. The 

cooperation between the DE and Debrecen is further strengthened with a Pole Program-

related fact. That is, the university took 24% of ownership in the Euro-Region House Public 

Benefit Company, which is the work organization for the Pole Program project. 

The cooperation between the companies and research institutes in Debrecen and the 

region has some tradition. However, these relationships have not been classic innovation 

cooperation before, since the university has had the determining role in these relationships. 

In the past few years, a group of 30 to 40 firms has been formed and these companies have 

participated in several common projects. The various institutes and departments of the 

university have played important roles in the establishment of these companies (mostly spin-

off and start-up firms). Nowadays, only a few major companies regard the close relationships 

important and they establish new research sites and they can think of long-term cooperation. 

The Debrecen Development Pole is not a development program for the city only. At 

the same time, the leaders of the city have been careful that the set development goals should 

not contradict each other and they have even sought to have ideas which strengthen each 

other. Accordingly, the development plans and operative programs devised in Debrecen in the 

past few years have been connected to the priorities of the Pole program at several points. In 

2003, the Operative Development Program of Debrecen was approved. The program is for the 

period of 2004 to 2006 and sets the promotion of five strategic goals (to improve the external 

conditions of development; to preserve natural resources; to create new jobs; to develop 

tourism and to strengthen urban relations) and four development priorities (development of 

economy; reform of public administration and strengthening the relations with twin towns and 

sister cities; the development of the technical infrastructure; the protection of the environment 

and nature and the development of human resources). Three actions of the 2004 – 2006 

Operative Program are connected to the Pole Program. Strengthening the competitiveness of 

the production area and strengthening the logistic and transit role are parts of the economic 

development priority. These actions belong to the economic development and economic 

organizing function of the Debrecen Pole Program (the development of the network of 

industrial and logistic parks and the improvement of the city's international accessibility). The 

priority of improving the human resources contains the action called “the modernization of 

the educational system with special regard to the labour market needs”. This action belongs to 

the economic development and economic organizing function of the Pole Program (the 

quality and market-oriented transformation of the educational system). Beside all this, the 

action emphasizes the establishment of the framework for the transfer of technology and 

knowledge, strengthening the cooperation between the participants of education and 

economy. Thus, this action belongs to the innovation function. 

Parallel to the preparation of the Pole Program, the Operative Development Program of 

Debrecen for 2007 to 2013 was made up. This operative program was approved by the city 

assembly on May 25, 2006. This program, unlike the previous one, set three strategic goals, 

which are in accordance with the Pole Program: strengthening the role of Debrecen as an 

inter-regional centre; establishing an internationally competitive economic system and 

providing the highest standard of living for the population. The achievement of these goals is 

supposed to be implemented through five priorities: 

 the creation of conditions which are necessary for the more efficient economic 

development, 

 the development of the technical infrastructure, 

 the protection and development of the natural and built environment, 
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 the development of human resources and 

 the development of the network of institutions. 

 

The Operative Development Program of Debrecen, 2007 to 2013 is the closest to the 

Debrecen Development Pole Program. The projects of the program are integrated parts 

(economic and traffic development elements) of the Development Pole Program. The 

innovation functions associated with the Operative Program actions are the following: I/3: the 

development of objects for the regional economic development, I/4: the establishment and 

development of university knowledge centres and V/3: the institutional improvements 

necessary to create beneficial economic environment: The actions belonging to the economy 

development and organizing functions are: I/1: the improvement of the city's national and 

international accessibility, I/2: infrastructure development which meets the economic 

requirements and IV/2: the development of human resources according to the economic 

requirements. Actions associated with other functions regarding the role of a regional centre: 

I/1: the improvement of the city's national and international accessibility, I/3: the development 

of objects for the regional economic development and II/2: the development of mass 

transportation. The actions belonging to the city development functions to create more 

positive investment environment are these: I/5: the development of health tourism, I/6: 

cultural, religion and heritage tourism, I/9: the improvement of the tourism-related utilization 

of Erdőspuszták, II/1: the improvement of permeability in case of the roads leading into the 

city, and II/3: the special treatment of the Nagyerdő (Nagy, 2008b). 

At the moment the Euro-Region House, which is the work organization for the Pole 

Development Program, has the most important task. The Euro-Region House Public Benefit 

Company was established in March 1999. The current owners of the Company are the 

University of Debrecen, The Hajdú-Bihar County Commerce and Industry Chamber, the local 

government of Debrecen and the Cívis Ház Inc. (which manages the real estates of the city). 

The information necessary to perform the tasks related to the EU integration, which is the 

basic activity of the Company, is made available to the general public by the European 

Information Point on the ground floor. The economic organizing activity of the Company 

should also be mentioned. The Company performs marketing activities by setting regional 

goals. By arranging and supporting professional seminars and conferences and investment 

fairs and by exploring and presenting investment opportunities the Company greatly helps 

Debrecen to catch up with the EU. 

The recommended projects associated with the innovation function of Pole Program 

are extremely important for Debrecen as well, since the capabilities provided by one of the 

largest universities of Hungary must be utilized. At the moment, the innovation of the local 

firms does not reach the level which would be desirable and possible beside the current 

conditions. The innovation activities usually mean only the development of products, 

technologies and packaging. The corporate R&D and the university technology transfer are 

still not widespread either. The innovation goals set in the Pole Program give a new chance to 

strengthen the cooperation. Strengthening the R&D cooperation between the firms and the 

university would bring practical results and could contribute to the enhancement of 

competitiveness through the development of innovation capabilities. 

At the same time, a certain shift of priorities can be felt on the part of the city due to 

the earlier deficiencies of technology transfer. While the city fully supports ideas related to 

the development of innovation, the city urges projects related to the development of the city 

infrastructure. The city's own development priorities emphasize the enhancement of the 

competitiveness of the local economy by creating proper infrastructure conditions and by 

relying on internal resources. Within these projects, the infrastructure of the traffic has an 

important role. These projects include the development of the airport near Debrecen and the 
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plan of the multi-module community transport and logistics centre. These projects are all in 

line with the efforts to strengthen the logistic and transit role of the city. The establishment of 

the Regional Exhibition and Fair Centre was also among the key projects. By carrying out this 

project, Debrecen could become a regional centre of exhibitions and fairs in the near future.       

Beside the infrastructure development projects, the specific city development concepts 

belonging to the city development functions are far less important. The original list of the key 

projects contained only the plans to improve the tourism potential of the Nagyerdő, which 

practically means the development of the spa and the improvement of green areas. 

One specific feature of the Debrecen Development Pole is the extremely important 

role of the university within the program. The goals and priorities of the university within the 

program are clear and can easily be ensured. The leaders of the university regard the 

utilization and strengthening of the existing capacities the most important task. Making the 

GENOMNANOTECH Regional University Knowledge Centre one of the three key projects 

was obvious. The Knowledge Centre, operating since 2005, can show several results today. 

The Pharma cluster key project primarily focuses on pharmaceutical development and it can 

closely cooperate with other already running projects. Like the above mentioned 

GENOMNANOTECH. The third key project is the Agricultural Innovation Centre, which 

was added to the key projects by taking the conditions of Debrecen and the region into 

account. 

In case of Debrecen, the key participants are the city and the university. An agreement 

was reached that 50% of the resources should be spent on R&D and the other 50% should be 

spent on infrastructure development. The Debrecen Pole Development Strategy contains 

four projects which are related to the regional centre role of the city. These are the 

establishment of the Regional Exhibition and Fair Centre, the reconstruction of main road 4 

by adding two lanes to each side, the re-establishment of railroad lines between Debrecen and 

Nagyvárad and the establishment of the Multi-module Community Transport and Logistics 

Centre. Although the first and the fourth project are primarily related to the city's 

development plans, they have regional significance. The purpose of creating the Fair Centre is 

to establish an institution which can serve the needs for exhibitions of proper quality, which 

come from the marketing activities of the various firms. In case of the Multi-module 

Community Transport and Logistics Centre, the goal is to establish a new bus station for 

point-to point lines at the traffic hub near the Nagyállomás railway station. This would 

provide modern traffic services for all the people arriving in Debrecen. The point-to-point bus 

traffic has a determining role in the regional and micro-regional relations but the development 

will surely affect the region as well. 

The other two projects are more directly related to the regional development plans. 

Main road 4, which connects Debrecen with Nyíregyháza and Szolnok, is one of the busiest 

roads of freight traffic in Hungary. Thus, the expansion of traffic capacities cannot be 

avoided. The re-establishment of the railway line between Debrecen and Nagyvárad is also an 

important prerequisite of making the cooperation stronger. These two projects are the least 

detailed ones in the whole strategy since the two infrastructure investments are beyond the 

framework of the program. The list of the primary projects, which had been prepared by 

September 2006, contains only the plan of the Regional Exhibition and Fair Centre as a 

project related to the regional centre role. 

At a different level of the strategy, the plan of the Debrecen-Nyíregyháza innovation 

axis is mentioned among the economic development and organizing functions but it is 

described here due to its contents. The implementation of the plan could strengthen the 

relationship between Debrecen and the region. The project includes the parallel development 

of the innovation and industrial parks and the logistic centres of Debrecen, Nyíregyháza and 
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Újfehértó. The basic goal is the establishment of a regional knowledge centre which would 

serve as a basis for human resources and organization development and business activities. 

The construction of networks, go beyond the limits of the Pole Program but it was 

stated that it would be possible not only within a given region or within Hungary but in case 

of Debrecen, it could play a major role in the relationships beyond the state borders as well. 

Debrecen has close connection with not only the neighbouring county seats (primarily with 

Nyíregyháza) but he city has intensively developing cooperation with areas beyond the state 

border. The opportunities of the Debrecen-Nagyvárad development axis are becoming visible 

at the moment and there is a chance of more active cooperation in the area of infrastructure 

development and innovation as well. 

The cooperation between Hajdú-Bihar county and Bihar County in the area of 

economic development and innovation is still far from the desirable level, though there has 

been some development in the past years. These relations operate at two distinct levels. The 

scientific cooperation between the two counties is already quite active and it can be expected 

to become even stronger. The EU-financed programs brought significant development for the 

cooperation between research institutes. The effects of the PHARE CBC and INTERREG 

projects are especially significant. Another level of the relations, the cooperation between 

enterprises has also started to develop rapidly in the past few years. The role of the Hungarian 

small and medium businesses and thee Romanian affiliates must be emphasized. The spread 

of knowledge-intensive technologies is also among the most important goals, since this can be 

the basis of the stable economic growth as this region cannot compete with the countries of 

Eastern Europe and Asia regarding the low costs. 

The Debrecen Development Pole Program is related to the already approved and 

ongoing international, national, regional and urban area development concepts and strategies 

in many ways. If these concepts are implemented, the Northern Great Plain region will have a 

very good chance to develop intensively and become competitive. 

To sum up, as far as the innovation potential and the competitiveness of the Northern 

Great Plain region are concerned, it can be generally stated the system of institutions 

supporting the Hungarian innovation is rather weak in certain segments (innovation managing 

organizations, technology transfer), especially at the level of regions. In the Hungarian 

regions, there are no marketable and operational transfer organizations or institutions 

supporting innovation. Thus, innovation is spread among several institutions and 

organizations operating with some degree of efficiency. The corporate expectations from the 

existing institutions, the initiating (proactive) operating mode require the establishment of 

new regional (decentralized) branches of the national institutions. The transformation of the 

existing institutions and strengthening their systems of relations, the increase of their 

cooperation abilities and the creation of efficient division of labour are also important tasks. 

The creation of an efficient and competitive system of regional organizations is the 

prerequisite of joining the national and European cooperation networks. 

The international examples show that the consequent implementation of definite ideas 

coming from the central government is needed to the successful activation and decentralization 

of R&D resources at the regional level. It is vital that the state, as in the reform of the national 

innovation system, should be active in decentralizing the regional system of institutions as well. 

The more or less efficient existing system of institutions supporting innovation is 

directly connected to the economic and area development institutions at several points. 

However, their utilization, operation and the quality of their functions require solutions which 

are different from the previous ones. The innovation institution system cannot be operated only 

on a market base. Thus, the public sector, the local authorities and first of all, the state must play 

an active role in this activity. The regional innovation strategies can promote this process if the 

institutional development strategies, which give a chance to the regions and take both the 
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national and international opportunities into account, can be regarded as development strategies. 

These strategies should also help to create competitive regional economies which have high 

level of income-generating abilities and which are capable of dynamic and sustainable 

development. To implement this, stronger local lobbyist activity and enforcement of political 

interests are necessary, both at the local-regional and national level. 

 

8.6. Control Questions 

1. What are the main factors of regional competitiveness? 

2. How could you define the notion of innovation, which is a key factor of competitiveness? 

3. What are the main characteristics of the economic competitiveness of regions? 

4. Describe the pyramid model of regional competitiveness. 

5. How are innovation development and regional competitiveness closely related in 

Hungary? 

6. How does R&D&I affect regional differences and the closely related level of higher 

education? 

7. Describe the network of the regional development poles and axes in Hungary. 

 

8.7. Competence Developing Questions 

1. How do you think the development of innovation and regional competitiveness are related 

in your region? 

2. What opportunities of close cooperation can you see in your town and/or region between 

the participants of the local economy and the R&D and innovation? 

3. How could you interpret and justify the contradictions of the east – west ramp in relation 

to economy and knowledge? 

4. Demonstrate the regional (macro-regional) role of a university town of your own choice in 

higher education and science. 
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9. Thesaurus 
 

Acquis communautaire: The complexity of fundamental treaties, EU decrees, orders and 

principles. Stretching the point, this contains the whole of the procedure rules of the EU. The 

new member states have to adopt and apply them after a given transition period.  

 

Principle of additionality: According to community law, this principle supervises that 

financial assistance of the Structural Funds does not substitute for national level community 

costs, or structural costs equal with them. In other meaning, the community level financial 

resources have to be complemented by national level ones. The principle of additionality is 

consistent in the Hungarian national level law as well, and this is more emphasized in 

determination of subsidy rates. In Hungary, the commitment on addition and the EU subsidy 

rates are regulated by Government Act 85/2004. (19
th

 April), in parallel with clause 87, 

Paragraph (1), Treaty on establishing the European Community. In Hungary, considering 

financial resources on regional development, unique regulations on the given target determine 

– often only for yearly periods – the valid rate of addition.   

 

Principle of fundamental liberties: („four liberties”): This is the matter of the single market in 

the EU and means the free movement of goods, capital, services and people (labor).These 

fundamental rights determine the EU and its development. The liberalization and practice of 

these “four liberties” are the basics for EU finance and development. The former European 

Economic Community established by the Treaty of Rome (1957) already contained the needs 

for fundamental liberties. In the introduction part of this document, the most important 

objectives of the European integration were mentioned, among them the making of the 

European integration deeper, that is guaranteed among others, by following the principles of 

“four liberties”. As the fundamental liberties planned in the Treaty of Rome could not be totally 

gone into practice even in 3 decades, the European Commission worked out a proposal for 

establishing a single internal market, so strengthening the clear movement of goods, services, 

capital and people across the member states. The primary legislation source of the European 

community, the Single European Act declared this principle in 1986, and its practice is 

regulated by the Treaty of Maastricht (1992). Fundamental liberties, mostly the free movement 

of people (labor) is still missing some practice for safety and economic reasons, especially after 

Eastern part enlargements.  

 

Amsterdam Treaty (1999): The Amsterdam Treaty was signed on 2 October 1997, and 

entered into force on 1 May 1999. Main provisions: restructuring of the common foreign and 

security policy and justice and home affairs activities, incorporation of the Schengen acquis 

into legislation, achieving employment policy at the level of the Community and generalizing 

the co-decision in the legislative process. 

Types of state: several classifications exist for differentiation of states’ types but in a regional 

development sort of way the most important approach is which based on attributes of 

regionalism’s process, level of decentralization and allocation of powers and tasks between 

national and regional administrative levels. Among the possible differentiation the most 

prevalent differents three basic types: single or unitarist state (power is wielded by 

government excepting some specific tasks, e.g. Denmark, France, Greece), federalist state 

(power is wielded by government with lower level administrative units on constitutional base, 

Italy and Spain) and regionalised state (power is shared between government and territorial 

governments, Austria, Belgium, Germany). Another classification differentiates federalist, 

regionalised unitarist, decentralized unitarist and centralized unitartist categories but wide 

known way is the federalist, regionalised, decentralized and unitarist classification, as well. In 
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the later case the main characteristics of federalist states (e.g. Austria, Germany, Switzerland) 

are high-scale decentralization because the „intermediate government” disposes of several 

administrative autonomies (legislative power, territorial parliament and government). These 

intermediate territorial bodies assign independently the development goals of their region, 

oriented to national regional development principles taking into account their regional 

particularity. Regionalised states (Italy, Spain) contain intermediate bodies with wide spread 

autonomies and legislative power established in the Constitution but without independent 

autonomy. In decentralized states (France, Portugal) voted bodies make for the direction of 

intermediate level with power enshrined in the Constitution. They solve their tasks 

independently but work in dual dependence and they are partially self-financing. In unitarist 

states (e.g. Denmark, United Kingdom, Finland, Greece, The Nederlands, Sweden and east-

central European countries) the direction of intermediate level is not enshired in the 

Constitution but based on laws. The tasks fuse the general tasks of local government. Among 

the member states there are differences in extend of regionalism, tasks of intermediate bodies 

and elaboration of regional strategies. Common characteristics that the regions are a regional 

unit of policy and work not only under control of central state but their direct leading.  

Barca report: Barca report has been prepared by Fabrizio Barca, Italian economist for the 

European Commission and it has been published on 27th April 2009. It aimed at renewing of 

cohesion policy and reform starts from 2014. According to Barca reform proposal two main 

aims of EU intervention are reducting law efficiency and persistent social exclusion and 

ensuring of equality and social inclusion with the help of intensification of place-based 

development policy. The latter aims help to provide certain social group’s exclusion from the 

results of economic development. These goals require different range of instruments and 

management system so align has to be based on different factors instead of rates GDP per 

capita. Barca report notice six accentuated goals: 1. innovation, 2. climate change and its 

effects, 3. migration, 4. children, 5. ageing, 6. skills. Barca report would leave the share and 

proportion of subsidies for reach the goals untouched among the developed members and 

regions. 

Accession Partnership: Documents of Accession Partnership were worked out and presented 

to candidates by the European Commission based on country reports in the spring of 1998. 

For each candidate member an individual, tailor-made program prepared for which EU 

provided technical and financial sources. In Accession Partnership short- and medium-term 

priorities were defined which are necessary for adaption of Acquis. Candidates states have to 

create their National. Program for the Adoption of the Acquis until their association. 

  

Southern enlargement: The integration of the central and eastern European countries into 

the European Communities whereby form 1981 Greece and from 1986 Spain and Portugal 

accessed to Communities. 

Decentralization and deconcentration: In general way it means that legislative power does 

not concentrate in one body or person’s hand but shares among more organizations. Vertical 

shares of power are different and literature uses in a different way these notions. For details of 

decentralization see Types of state. In a general way deconcentration is only technical work 

and task-sharing if the owner of power delegates the legislative power to its own regional 

body or office without disclaiming its control and changing possibilities. In terms of 

constitutional law in case of decentralization the local regional body gets the power with full 

independence. It is not placed under the central level organically so it is autonomous. In case 

of deconcetration the regional body works in name of central body, organically under placed 

of it. Decentralisation results in autonomy of regional body however deconcentration results 

in only the independence of implementation.  
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Delors Commission: three-stage outline plan for European Economic and Monetary Union 

(1989). The first stage which liberalized of capital movements and highlighted stronger 

coordination started on the 1st July in 1990. The goal of second stage (1st January 1994 – 1st 

January 1999.) was the establishment of European Central Bank. The third stage was  

formation of real economic and financial Union which basic criteria was the final “locked” of 

the member states’ exchange rates.  

Derogation: The partial repeal of a law, some member states are freed from fulfillment of 

certain commitments temporarily or permanently in which member states agreed. 

European Bank for Reconstruction and Development (1990) 

 

Single European Act: Document which developed the Treaties of European Community 

which is one of the primary source of law in the EC. It was signed in 1986 and forced into on 

1st June 1987. Single means that it controls both EC and frames of cooperation in European 

policy since 1969. 

Less-favored areas: Areas where the value producing ability, development of infrastructure 

and social indicators of the economy are below the national average significantly. In terms of 

location of the less-favored or disadvantaged areas (peripheries) mostly three forms are 

known: inter, external (frontier) and their transitional. 

Pre-Accession Founds: Pre-accession assistance for candidate countries to support the 

stabilization and association process: Phare, ISPA, Sapard 

Primary law: he is founding treaties of Communities (Treaties), their modifications and 

treatises on it which make the „constitution” of the EU altogether. 

Euro: Common currency in eleven member states of Economic and Monetary Union (EMU). 

The euro was introduced on 1st January 1999. (From 1st January of 2001 in twelves’ 

members, because of Greece joint). On 1st January 2002 introduced the euro notes and coins 

in: Austria, Belgium, Finland, France, the Netherlands, Ireland, Luxembourg, Germany, 

Portugal, Italy, Spain and Greece. 

Eurostat: Eurostat is the Statistical Office of the European Communities situated in 

Luxembourg. Eurostat's task is to provide the European Union with a statistical information 

service and to generate statistics at European level that enable comparisons between countries 

and regions. For that – as a part of the European Statistical System (ESS) which functions as a 

network – has a leader role in elaboration of harmonizing theories and methods. Eurostat's 

role is to consolidate, aggregate, analyse and publish the data from member states’ statistical 

authorities by single statistical concepts, methods and standards. Its annual published 

yearbook (Eurostat Yearbook) contains the EU, Eurozone and EU members harmonized and 

comparative statistical data together with data from some non European countries. The data 

and analyses made by Eurostat could find on website of office for free. Website of Eurostat: 

http://ec.europa.eu/eurostat 

 

The Council of Europe: mainly deals with defending human rights and parliamentary 

democracy. It founded in 1949, headquartered in Strasbourg. (not to be confused with 

European Council which is one of the EC’s bodies) 

European Agreements: are association agreements between the European Union (EU) and a 

Central and East-Europe countries. Their speciality, distinctive from traditional association 

agreements, that these are contained the candidate members’ subsequence association. The 

cause of any hindrances in turnover of different manufactures goods are foreseen for a period 

of ten years, which was later shortened. Asymmetry is important speciality of European 

Agreements, first they cease the blocks in Central and East European export what the 

concerned return later. European Agreements were signed: Czechoslovakia, Poland, Hungary 

(1991), Bulgaria and Romania (1993), Estonia, Latvia, Lithuania, Slovenia (1995)   
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European Investment Fund: This Fund founded in 1992 from European Investment Bank’s 

sources. Its aim to support the important investments which are relevant to the EU. 

The European Investment Bank (EIB): is the common financing institution of the European 

Union’s member states. Its aim to support the important investments which are relevant to the 

EU. 

European Commission: The European Commission (EC) is the executive body of the 

European Union. They indicate with Commission term the Board of Governors comprising 20 

members and its huge apparatus, as well. 

European Development Fund: was established in 1957. EU aid the joined developing 

countries (Lomé Convention). Supported goals are: producing and social investments, 

technical cooperation, subserviency or aid to developing countries foreign trade. Fund has 

loaded in every 5 years. 

 

European Economic Community, EEC: also known as Common Market. Six member 

states (Belgium, France, the Nederlands, Luxemburg, Germany and Italy) founded by an 

implementation plan of Committee led by Paul-Henri Spaak’s with the signature of the Treaty 

of Rome in 1957. It started to operate on the 1st of January 1957. Among the 3 integration 

organizations which created the European Community in 1967 the EEC was the most 

important (the EEC was renamed the European Community upon the entry into force of the 

Maastricht Treaty in 1992). The main goals of EEC were created Common Market and 

realization of European economic integration included  the establishment of a customs union 

with a common trade policy in contrast to external countries; free movement of goods, 

services and capital and workforce within the EEC („four freedom”); establishment of 

common rules and policies in agriculture, transport and competition policy. The supranational 

organization with the possibility of national lobbying created own institutions which are 

composed of Commission, Council, Court and common Assembly with  European Atomic 

Energy Community and Monetary. 

European Conference: was held in London on 12 March 1998. The European Union created 

for the candidate countries (ten Central and East European countries) Turkey and Cyprus. 

They hold annually a meeting for once the governments and once for ministers of foreign 

affairs to harmonize secure, foreign and internal affairs and justice. The original aim was 

compensation of Turkey because the European Council on the advice of Commission after 30 

years rejected Turkey’s association apply. After that Turkey undesired to participate in the 

Conference. 

European Monetary System: System of EU member states’ financial (currency) 

corporation. Founded in 1979. Its main aim to stop large exchange-rate fluctuations between 

exchanges, essential elements are the European Currency Unit , ECU, Exchange Rate 

Mechanism (ERM) and supporting founded. 

European Parliament: consisting of EU members’ representatives mainly in legislative than 

real parliament. Its power is expanding. Its representatives are voted directly by citizens of 

member states. Meetings of the whole Parliament ('plenary sessions') take place in Strasbourg 

and in Brussels, 

European Regional Development Fund: It is working since 1975. The Fund aims to realize 

the EU’s regional policy. 

European Social Fund: The Fund, which was founded in1960, is the most important device 

of EU’s social policy. The Fund supports training, retraining and creation of employment. 

One part of Fund goes to decrease of young people’s unemployment. Source of fund was 

increased significally after 1992 (Delors-II package) and better functioning of labour market 

and supporting unemployers re-employment were determinate as new goals. New tasks of the 
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Fund are promoting equality, adapting employers affected by industrial restructuring and 

supporting new production systems. 

European Charter of Social Rights: adopted on in 1989 by a declaration of European Council. 

The member states have to be guaranteed the rights of employers, women, people with 

disabilities, oldest and children. Its improved document is the Agreement on Social Policy 

what they attached to Maastracht Treaty but the United Kingdom has not accepted until 1997.    

European Council: It comprises the heads of government of the EU member states it takes 

place at least twice every year. (France is represented by its heads of state and the President 

and one member of the European Council are also participate). The European Council has no 

formal legislative power however it determines the most important question of integration. 

European Bank for Reconstruction and Development, EBRD: The EBRD was founded in 

1991 by ten billion ECU capitals. Headquartered in London. The EBRD was founded to 

support the process of establishing their private sectors in Eastern countries. The EBRD offers 

loan and equity finance, guarantees and support investments. It is not an EU institution.  

European Union: New frame of European integration, based on three „pillar” named in 

Treaty of Maastricht (1992). These are the European Community, Common Foreign and 

Security Policy (CFST) and Justice and Home Affairs (JHA). 

Export subsidies: with the help of export subsidies EU incites the agricultural products’ 

export to third countries. It helps to equalize the differences between higher internal and lower 

external prices. The measure depends on the difference between the two prices. On one hand 

it completes the grower incomes on the other hand it helps to decrease of high agrarian 

surplus of the EU.  

White Paper: Unique practice taken over from the English legalization process. White 

Papers are used as a means of presenting government policy preferences prior to the 

introduction of legislation. 

Sustainable Development: Notice of sustainable development was named on „Our Common 

Future” in Brundtland Report. It is linked to environmental protection, social and economic 

problems. According to the Report (which named from Gro Harlem Brundtland Norwegian 

prime minister and from the name of an independent commission set out in 1983) the 

sustainable development is development that meets the needs of the present without 

compromising the ability of future generations to meet their own needs. 

Federalism: The term "federalism" is used to describe a system of government in which 

sovereignty is constitutionally divided between a central governing authority and constituent 

political units. The strongest advocate of European federalism has been Federal Republic of 

Germany which also based on federalism. 

Merger Treaty: European treaty which combined the executive bodies of the European Coal 

and Steel Community (ECSC), European Atomic Energy Community (Euratom) and the 

European Economic Community (EEC) into a single institutional structure. The treaty was 

signed in Brussels in 1965 and came into force in 1967.  (The European Parliament and the 

European Court were the common organization of the three communities from their fund). 

Merger Treaty is one of the EU primary soure of laws. 

OECD: Organization for Economic Co-operation and Development  

Economic and Social Commuttee: Representatives of Europe's employers, workers and 

other interest groups can express their views on EU issues through the European Economic 

and Social Committee (EESC). Members are  appointed by the Council of the European 

Union for 4-year term. Its main task is economic and social established organization. 

Harmonisation (harmonisation of law): is the process of creating common standards, 

economic policy, legal, administrative measures across the internal market. Where it is 

unnecessary there the main principle is mutual recognition. Harmonisation is obligatory for 

all candidate countries. 
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Border Control: In the single market the internal trade the border control ceased from the 1st 

January 1993. In case of person from configuration of Schengen Information System and 

adoption of Schengen into the aquis the border control also ceased. 

Border Regions: There are several often conflicting views regarding the definition of a 

border region as an interactive field and its functions, which can be caused by the two or more 

countries regional, economic and other differences along the contiguous state borders. Firstly, 

general consideration of the border regions’ various interpretations could be that the edge of 

the border region should be determined in a place where the presence of the border line has 

greater influence on the socioeconomic processes than the distance of the nearest center. This 

viewpoint can be completed with a pragmatic view defining the border areas as part of the 

border region, upgrading both territories along the border line. If we consider border region 

including the border line, then the term of transborder regions clear the difference between 

border areas and border regions.  

Less Favoured Areas (LFA): LFAs includes smaller or greater areas, villages and towns, 

which are significantly behind the average environmental, economic, social development in 

one or more aspects. Low development could have complex reasons, partly historical (e.g.: 

belated development, frontier peripheral position), partly poor environmental, economic and 

geographical facilities and partly the consequences of unfavourable macro- and 

microeconomic factors and effects, distance from the market, unilateral economic structure, 

low earning-power, underdeveloped infrastructure, lack of considerable production capacity, 

currently disadvantageous border location yet, low level of urbanisation, chronically low 

capital and acute employment crisis.  

Innovation: J. Schumpeter (1883-1953) used the concept of innovation for the first time; he 

interpreted it as the driving force of the progression and bounded to an active corporate 

attitude aiming to change the present combinations. After the economical explanation of the 

innovation, it became widespread in a short time and now it is used in other disciplines too. 

Best Hungarian word for it: megújulás (reformation, innovation). In spite of the several 

definitions, the concept and the content of innovation is generally accepted nowadays. We can 

discover that the two concepts are very similar. In general, innovation describes a process, 

which is based on creativity, creative power, the new idea, imagination and a concept. The 

realisations of the mentioned factors – often through invention - lead to innovation. 

Technological innovation is one of the most commonly used strict sense interpretation of 

innovation: all scientific, technological, organizational, financial and commercial activities, 

including the investments into new knowledge, which in fact or intentionally leads to the 

realizations of a technically new or improved product, procedure and service. 

 

Integration: The process, in which more economy coalesce and the difference between them 

vanishes. Their (and later other external) relationship is getting closer to the nature of internal 

relation. 

Development of infrastructure: The word infrastructure originates from Latin, with joining 

infra (down) and structural (structure). In Hungarian, it means alapszerkezet, alapépítmény 

(base). Both narrow and broad interpretations of infrastructure are known. As for the most 

common interpretation, infrastructure is an essential pre - condition of the business activity 

and development. Improvement of the infrastructure is the basis of any development goal, 

while the outdated, underdeveloped infrastructure not just block the faster improvement of the 

economy but also contribute to the social rigidity and escalation of social problems. One of 

the most important targets of physical planning is to improve the technological, ecological 

and human infrastructural facilities, because these conditions determine basically the region’s 

development potential.  
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Interreg: It is one of the most important Community Initiative in terms of Hungary, which 

encourages the cooperation, networking and stronger connection between the two 

neighbouring regions of the border. First of all, common infrastructural investments, 

cooperation of public service operators and environmental cooperation of firms are envisaged. 

 

Interregional cooperation: Several forms of personal and organizational cross-border – in 

common terminology interregional – cooperation evolved over time. The relations’ earliest 

and best known form is an individual’s or a group’s (kinship, cultural, religious) relations, and 

economics, mostly trade relations, which are implemented as an inter-ethnic cross-border 

cooperation. Institutionalized forms of cross-border relations are General Councils, local 

authorities and the so called twin counties, towns cooperation and other interinstitutional 

economical and commercial, cultural, educational, sport, religious relations are the forms of 

cooperation mostly of the past decade. But the formation and strength of the euroregional and 

other cross-border structures inherent with the European integration process are mostly the 

characteristics of the last few decades in the united Europe.  

 

Recipient regions: Regions’ - determined by statistical characteristics – local governments 

and planned programs and developments can be supported by financial, economic initiatives, 

concerning the valid regional development purposes. 

Eastern enlargement: multi step process in which the EU enlarged ten Central and Eastern 

European countries (Cyprus, Check Republic, Estonia, Poland, Latvia, Lithuania, Hungary, 

Malta, Slovakia and Slovenia) in 2004 then with Bulgaria and Romania in 2007. In near 

future further countries' accession could be possible as Croatia, Serbia or Turkey.  

Subregion: Functional relation system among areas in geographical area. Complete of border 

areas in intensive relation to each other. 

Cohesion: Cohesion policy aims to strengthen the economic and social coherence in the 

Community, harmonious development of the Community as a whole, especially to moderate 

between different regions in order to overcome the underdevelopment of less favourable 

regions. 

Cohesion Found: Founded by Treaty of Maastrich in 1993 with the goal of supporting 

investments in the field of environmental protection and transeuropean network. It could 

support only the four poorest countries (Greece, Ireland, Portugal and Spain). After the 

Eastern enlargement (2004, 2007) the support of Cohesion Fund was expanded to 12 new 

member states, too. Goals of Cohesion Policy are reinforcement of Community economic and 

social convergence, harmonized development of Community, mainly by decreasing the 

differences among regions in order to overcome the backwardness of the less-favoured 

regions. 

Principle of concentration: Naturally, numerous different problems and possible 

development goals should be considered while drawing up complex sectoral and regional 

plans. Part of the aims will be conflicting and mostly there are several alternatives to the 

problems. Simultaneously available development resources cover often just one part of the 

needs, so it is necessary to concentrate regional efforts and sectors. Complex development 

programs should be based on a clear hierarchy of objectives. So the principle of concentration 

supposes a deliberate assignment of aims, assets, activities and resources and an ability of a 

priorate and effective decision-making. 

 

Common Agrar Policy, CAP: The CAP came into force by the Act 39 Treaty of Rome in 

1962. It intervened the member states agricultural sectors in common level. With Treaty of 

Rome the harmonization of member states’ agricultural structure and production were started 

following the world and Europe economic change. The member states, with the common 
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experiments, aimed to establish a common agricultural sector which provided food for its 

members while farms competitiveness and living standards were increasing. During its 

development the CAP  has changed several restructuring processes in more than half century. 

Most significant reform was accepted in March, 1999 in name Agenda 2000 by EU 

agricultural and prime ministers. In 2002 the results of Health Check were accepted and 

published in “Toward sustainable agricultural” issue. It followed of CAP processes and 

evaluated their results. However reforms were successful further reforms were required for 

reached the social expected results. Some new reforms were started in 2003 which tried to 

decouple the subsidies from production with introduced of Single Payement Scheme. The  

rural development known as well as the "second pillar" of the CAP which was introduced as 

new elements in the late nineteen’s placed greater emphasis. 

Leader Programme: The leader programme started as a community initiative financed by 

the EC’s Structural Funds. There are three generations: Leader I (1991-93), Leader II (1994-

99) and Leader+ (2000-06). In the meantime the member states and the regions had separate 

Leader programms, whose fundins were separately ensaviged at EU level. From 2007 Leader 

financing is accomplished by the financial framework paid by the EU member states as a 

support for rural development from the European Agricultural Fund for Rural Development 

(EMVA). Between 2007 and 2013, Leader does not operate as a separate program any longer, 

because it incorporates into the national/regional rural development programms. In Hungary, 

after a national pilot programm, Leader+ started in April 2005 as part of the Agriculture and 

Rural Development Operational Programme (AVOP). Currently, forth development axis of 

the New Hungary Rural Development Programme (ÚMVP) as part of the National 

Development Plan assures 12% of the NHRDP’s budget to the Leader Programms between 

2007 and 2014.  

 

Lisabon Strategy: In accordance with the Lisabon Strategy set by the EU Council in March 

2000, Europe must become – among an improving employment – the world’s most 

competitive and dynamic knowledge-based economy in the world. The economic growth 

should provide sustainable development, social cohesion, high level of environmental 

protection and improve quality of life of EU citizens. Strategy for Growth and Jobs based on 

three pillars: 1. Economical pillar provides the basis of the transition to a competitive an 

dynamic knowledge-based economy, the adjustment to the constant changes of an information 

society and enhances the research and development activities. The strategy aims that 3% of 

the Member states’ GDP should be spent to R&D investments, moreover the rate of employed 

working age population should reach 70%. 2. The aim of the second pillar is to modernize the 

European social model with investing in human resources and combating of social exclusion. 

Encouraging and developing education and training and to ease the transition to the 

knowledge-based economy by an active policy of employment. 3. Environmental pillar – 

detailed in Gothenburg Strategy of 2001 – emphasises that economic growth should not be 

based on natural endowments rather on knowledge and innovation. Due to the midterm 

evaluation of the strategy, so called Kok Report, which indicated a not satisfactory progress in 

2005, the strategy was reconsidered and renewed. 

 

Hungarian Regional Scientific Association: The association was found in 2002, to establish 

a professional forum for the Hungarian scientists, to get involved in the international 

organizations of the regional science, to link the Hungarian and the international forums, 

build relationship between the regional scientific research centers, higher educational 

workshops and the regional policy makers and practionioners. Assisting the Hungarian 

researches, the use and the dissemination of their results and spreading the European ideals of 

regionalism and decentralisation. The Association runs six departments in Hungary and three 
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across the borders, it counted 450 members in 2008. Important issues of regional policy and 

development are discussed in the annual roaming conferences (Pécs,2003: regionalism, 

Nyíregyháza, 2004: spatial planning, Sopron, 2005: regional transformation of the Carpathian 

Basin, Szeged, 2006: urban development, Miskolc, 2007: reindustrialisation and regional 

development, Gödöllő, 2008: new elements of rural development). President: Horváth Gyula 

(2002-2012), Rechnitzer János (2012- ) 

European Recovery Program: Aid programme named after George C. Marshall American 

minister of Foreign Affairs which provided the rebuilding of Western Europe after World 

War II. The Soviet Union rejected the participation and its pressure the former socialistic 

countries also were out. 

Migration: Basically, it is the permanent spatial mobility of the population (people and/or 

groups), the change of residence, but do not include the labor commuting and intermittent 

mobility (without giving up the permanent residence), and the change of residences within a 

municipality. Motivators of the migration are various and complex, in general economic 

factors can be emphasized, which are differently experienced and considered by the 

individuals. Moreover evaluation of the advantages and disadvantages plays an important role 

in the decision. Besides the several forms of migration, we can distinguish internal (national) 

and international migration (aiming other countries, depending on the direction: immigration 

or emigration). Regarding the legal status of the settlements, there is a migration from villages 

to towns and from towns to villages etc.  

Council of Ministers: It is the highest level of legislative and policy-making body of the 

European Union. Its composition is not constant: ministers of foreign affairs make up the 

General Affairs Council, which negotiates general issues, in specific questions (like 

agriculture, transport) a council made up of sectoral ministers make decisions. In highly 

important cases both the ministers of foreign affairs and the sectoral ministers take part in. 

Monitoring and control: Preparation and implementation of EU Programms are strictly 

controlled by the EU’s authorized bodies (different monitoring committees, Government 

Accountability Office, State Audit Institution, European Commission, European Court of 

Auditors, and external auditors seconded by an ad hoc commission). The method of 

programm implementation is precisely settled by the financing memorandum. Strict use of 

money is described in international agreements and EU regulations and guides. The 

Government is fully liable for the fate of subsidy, for the program implementation compliant 

to the original purposes. Principle of efficiency is an additional principal since 2000. 

Net contributor: Countries paying more amount to the joint budget, then they get back in 

several titles. The largest net contributor is Germany, then Italy, Great Britain, The 

Netherlands and France. 

NUTS system: Nomenclature of Territorial Statistical Units, which divides the states in order 

to implement the EU’s development and aid policy with regionalizing the member states, in 

the spirit of ”regions of Europe” to develop units, into subnational regional and local levels  

OECD: Organisation for Economic Cooperation and Development. International organization 

which worked from 1961 as successor of OEEC (Organisation for European Economic 

Cooperation) founded in 1948. Economic forum of developed countries. Hungary is also its 

member since 1996. 

Operational programme: During the EU’s programming period the framework made by the 

Member States (or Regions), approved by the Commission includes a consistent set of 

priorities comprising multiannual measures in order to implement the community support 

framework - national strategic reference framework since 2007. 

National Rural Development Concept (OTK): In Regulation 97/2005 (25th December) of 

the National Assembly of Hungary, the first National Rural Development Concept was 

replaced by a new one, which was worked out in a close association with the National 
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Development Concept (OFK). OTK of 2005 interprets the development principles of the OFK 

from a territorial aspect by the regional operational programmes inter alia, on the other hand it 

also defines special regional objectives and priorities. Natural Rural Development Concept 

includes the county’s regional development policy regarding the EU’s new budgeting 

between 2007-2013, which should be respected in all policies. 

 

Partnership principle: Partnership is an institutional coordination of sectorial, owner and 

mixed-activity organization influencing regional development. Partnership also includes, that 

the Community complements and contributes to the success of national action programmes. 

Regional and local governments and other competent areas, economic and social partners and 

other organizations interested in the successful implementation of the programmes also take 

part in the partnership between the Member States and the Community. Partners cooperate in 

every stage of the programming: planning, financing, implementation and monitoring to 

achieve the common goal. Beneficiaries of the programmes are not the member states rather 

regions, local governments, who must be able to manage the programmes via their proper 

institutional system.  

 

Programming: Denotes the preparation of a development strategy based on partnership, 

realization of the it’s clear target system, the dependencies of the developments and timing. 

Serving the implementation of EU regional (structural) policy, out of all principles valid 

regarding the State aid policy particular importance attaches to programming, which is aiming 

to realize the use of development assessment funds based on concrete programmes. Not just 

some projects (some facilities, some actions) should be supported, rather the target 

influencing the improvement of the region as a whole or a defined subsystem or series of 

these targets should be considered. Programming is a bottom-up strategic and operational 

planning, compliant development priorities and aids with legitimate strategy, financing of 

complex programmes replaced individual programmes. Programming a process of 

organisation, decision-making and financing including the stages of implementation, on a 

multiannual basis in a joint action by the Community and the Member States.  

Regional policy: Establishing the favourable conditions for practicing social basic functions 

(improving living conditions) by exploring and utilizing the pattern of relation between 

regional characteristics, opportunities and spatial elements with the validation of the 

principles of social justice (intention to mitigate the objective differences in life 

circumstances). 

Treaty of Rome: The Treaty of Rome is an international agreement that led to the founding 

of the European Economic Community (EEC) on 1 January 1958. It was signed on 25 March 

1957. The most important the EEC Treaty. The European Economic Community (European 

Economic Community, EEC) operations since 1st January 1958 that wish to contribute the 

increasing in living standards, in wealth and to integration of Europe. The main goals of 

European integration conceived of  its introduction (e.g. integration of the peoples of Europe, 

economic and social progress of the country, increase employment, increase prosperity, peace 

and the preservation of freedom). 

Region: subnational territories, which can be planning (in other word programming), 

statistical territories (for collecting information), region (throughout more counties – and the 

capital -, bounded by the affected counties’ borders, integrated planning and statistical 

territorial unit) and development area (integrates more counties – and the capital – or their 

territories, they are interlinked in a social, economic or environmental aspects.)In this 

approach, planning and statistical regions fully cover the related territories, like the greater 

regions (NUTS 2 regions in Hungary) without overlapping. According to another approach, 

nodal regions are also considered as a region, these are regional territorial units, which can be 
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organized based on the catchment area of a center (and/or decenter). Borders of the nodal 

regions are less determined and more diversified regarding the planning and statistical 

regions. It depends on the intensity of the relations decreasing by getting away from the 

center, but it does not cease to exist by all means (in this sense, region can be also a 

catchment area of a of a town’s labour force or a university’s students.) 

 

Schengen Agreements: In 1985 five of the then ten member states, Belgium, France, 

Luxembourg, the Netherlands, and West Germany, signed an agreement on the gradual 

abolition of common border controls. The agreement was signed  near the town of Schengen, 

Luxembourg. The original date of implementation was the beginning of 1990 but had been 

modified several times. In 1990 the Agreement was supplemented by the Schengen 

Convention which proposed the abolition of internal border controls and a common visa 

policy. The Schengen Agreement along with its implementing Convention was implemented 

in 1995 only for some signatories, but just over two years later during the Amsterdam 

Intergovernmental Conference, all European Union member states except the United 

Kingdom and Ireland had signed the Schengen Agreement. The Schengen Agreements mean 

that within the Schengen territory (popularly called Schengenland) the crossing of borders is 

not controlled but the outer borders are strictly controlled. 

Schengen Information System, SIS: Computer-based information system. The intended uses 

of this system are for national security, border control and law enforcement purposes. Without 

its efficient work the realization of Schengen Agreement would not be able. 

Structural funds: Important tools of the regional policy. The Structural Funds are the 

financial instruments of European Union (EU) regional policy, which is intended to narrow 

the development disparities among regions and Member States. There are two Structural 

Funds: the European Regional Development Fund (ERDF) is currently the largest. Since 1975 

it has provided support for the creation of infrastructure and productive job-creating 

investment, mainly for businesses; the European Social Fund (ESF), set up in 1958, 

contributes to the integration into working life of the unemployed and disadvantaged sections 

of the population, mainly by funding training measures. The EU has been actively financing 

its regional policy since the 1970s, however has only been called the European Regional 

Development Fund (ERDF), the European Social Fund (ESF) and the European Agricultural 

Guidance and Guarantee Fund Guidance section (EAGGF GF), jointly referred to as the 

Structural Funds, since 1988, to which the Financial Instrument for Fisheries Guidance 

(FIFG) set up during the last enlargement was added. The Cohesion Fund is not put into this 

category. 

Treaties: The founding treaties of the European Coal and Steel Community (1952), the 

European Economic Community (1958), the European Atomic Energy Community (1958) 

and the European Union (1993). By the creation of the EU the EEC Treaty has been 

dominated, which is the most comprehensive European integration. The document signed on 

25th March 1957, in Rome by Belgium, France, the Netherlands, Luxembourg, Germany and 

Italy. The founding treaties somewhat inaccurately called Treaty, too. With their 

modifications amendment the EU primary law. The changes are the following: Merger Treaty 

(1967), Financial Contracts (1970, 1975), the Single European Act (1987), the Treaty of 

Amsterdam (1999) and the Treaty of Accession of new members (1973, 1981, 1986, 1995). 

Years mark the date of entry into force. 

Subsidiary: The principle of subsidiary means that all decisions must be made at the lowest 

possible level, where the optimum information, decision responsibility and the effects of 

decisions are most visible and enforceable. This is the principle according to which the 

European Union takes action only when the objectives in question can be better achieved at 

EU level than at the level of the Member States.  
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Co-financing: most of the community funding forms assume a certain contribution from the 

organisation, institute or country which receives the funds. This can be between 10 and 90 

percent. 

Association: a special association relationship between the EU and the countries outside the 

EU. In the Asscoaition agreement both parties assure favours to each other. This can be 

unilateral or bilateral favours. The association – in contrast to the Hungarian use of the word 

(associated member) – is not a joint relationship. But in the association agreements made with 

the Central and Eastern European states it is put down that those countries are aspiring for 

this. 

Land and Urban development: it includes among others the local, settlement and urban 

policies, the urban development ideas, the local development policy and the sum of local 

initiatives and financial activities. 

Regional development: the monitoring and evaluation of the social, economic and 

environmental processes within a country and its areas, regions and counties. The definition, 

synchronizing and creation of the necessary intervention directions, short-, mid- and long-

term overall development aims within the frame of development programmes. 

Regional development concept: A prospects document which serves as a base for a 

comprehensive future development of a country or a region. It defines the long-term, overall 

development aims, and the directives which are necessary for the development programmes, 

provides information for the people involved in the branch and area planning and regional 

development. 

Regional development policy: The long-term definition and validation of the main 

directions, the aims of the development strategies and the tools helping to achieve these, in 

the case of regional development  of the state and specific regions. 

Regional development programme: A mid-range activity plan created on the basis of the 

regional development concept, which is built on the strategic and operative programmes. 

Regional development law: Generally it was not characteristic to create a separate law about 

regional development, as a considerably new public policy activity of the state. The often 

changing rules about the regional planning and funding systems appeared as a lower level 

source of law. Those Central and Eastern European countries which signed an association 

agreement with the European Union in the nineties have started a comprehensive legislation 

and the establishment of a special system of institutions to prepare for the use of the Structural 

Funds. The first country was Hungary where a law was passed (nr. XXI) in 1996 about the 

regional development and national development.  The National Regional development 

Concept was made on the basis of this law in 1998. It basically regulates the aims, basic 

definitions, institutions and partial financing of the regional development as well as basis of 

the information system. It has been modified several times since it was accepted, party 

amending by the certain regulations on the reception of the European Union funds. 

National development: Development Plans set out the local planning authority's policies and 

proposals for the development and use of land in their area. It also contains the exploration of 

resources, the expedient utilization proposals of the regional qualities, the definition of the 

spatial and technological-physical system of the development concepts and programmes, and 

also the synchronization of the European and border area development within an international 

cooperation and contract. 

National development plan: a proposal document which defines and influences the long 

term technological physical structure of a country or region, which assures the long term 

utilization and protection of the regional characteristics and resources, the validation of 

ecological principles, the synchronised placement of the technological-infrastructural systems 

and the system of area utilization and the optimum long term regional structure. 
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Planning-statistics region: The 'nomenclature of territorial units for statistics' (NUTS) was 

created by the European Office for Statistics (Eurostat) in order to apply a common statistical 

standard across the European Union. NUTS levels are geographical areas used to collect 

harmonised data in the EU. They have been used in the Structural Funds since 1988 and play 

an important role in allocating Structural Funds. The NUTS system works with a five-level 

hierarchical marking, three of them concern the regional (part of the country, big region, 

county) and two of them concern the local (small region, settlement) levels. The development 

of the biggest regional development units, the regions are served by the NUTS 2 funds 

allocation given to the planning-statistical regions. An important prerequisite was the creation 

of planning-statistical regions within the countries of the European Union which primarily 

mean the reception of regional funds , such as the Structural funds and the Cohesion Funds on 

the big regional levels. There are 274 mid-sized big regions serving regional development 

purposes within the 27 member states of the EU, while the number of planning-statistical 

regions is seven in Hungary. On the basis of law nr. XXV in 1996 which was reinforced by 

the National Regional development concept establishing seven regions, and was further 

confirmed by law nr. XCII in 1999 the seven mid-level regions are the following: Central-

Transdanubia, Western-Transdanubia, Southern-Transdanubia, Northern-Plain, Southern-

Plain, Northern-Hungary, Central-Hungary. 

Multi-speed Europe: it is a concept which was created to show that EU member states are 

able to integrate at a different level to deepen the integration. Multi-speed Europe means that 

the more prepared member states can reach a higher level of integration than the others.  

The New Hungary Development Plan 2007-2013: On the basis of the relevant EU 

regulations the Central-Hungarian region (Budapest and the Pest county) on the basis of the 

2nd objective, the other six regions on the basis of the convergence objective are entitled to 

support  from the Structural Funds. Since in Hungary the GNP per person did not reach 90% 

of the EU average, the country is entitled to funds from the Cohesion Funds. Fort he planned 

utilization of these a National Strategic Reference Frame had to be made, which for political 

reasons were given the name New Hungary Development Plan. The most relevant objective 

of the New Hungary Development Plan relates to raising the level of employment and 

establishing conditions underpinning permanent growth. Therefore, coordinated state and EU 

development will be launched in 6 priority areas, namely: the economy, transport, initiatives 

targeting social renewal, environmental protection and energy, regional development and 

tasks relating to state reform. Four priorities will be made by an operative programme, the 

regional development priority is made by an OP of every seven regions. The sixth priority is 

made up by two OP, the State reform and the electronic public administration. The operative 

programmes are basically not specific action plans but these are also startegic-like documents 

thus the implementation is helped by 2-year action plans. 

Enterprise zone: By the delegation of the nr. XXI law of 1996 about the regional 

development and land development a government regulation of 189/1996 (XII.17.) entered 

into force on 1st January 1997, the enterprise zone is defined in perspective of development as 

a whole area with administrative borders and lot numbers which provides special advantages. 

Overall it is a product and service unit where the enterprises – in order to improve the 

economic development of the area – by meeting certain conditions they can meet get benefits. 

The aim of the creation is to establish an enterprise-friendly environment in order of the 

economic development which are consistent with local peculiarities and the energy resources 

for utilization. They want to encourage investments, widen the employment possibilities, 

strengthening competitiveness and the income-generating ability and to improve the 

infrastructural conditions. The designation of an enterprise zone is for a definite time (10 

years) and the financial and other benefits can be used for the certain period of time defined in 

a separate law. 
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Rural Development: Complex, integrated system of developing interventions for special 

needs of rural areas with specific landscape, nature, environment, economics, settlement-types 

and social characteristics. Its emergence in developed countries started in the 1960s. At that 

time, as a result of the blooming urbanization, rural regions lost much of their population as 

well as the role and ecological carrying capacity of their agricultural production, had 

depressed circumstances of services and life quality in their small cities, villages and places 

around. In order to stop or moderate the unfavored or even deteriorative spatial transformation 

of rural (non-urban) areas, new, bottom-up, refined social-based interventions, approaches 

were developed. The first period, rural development strongly and distinctly appeared in the 

common development practice in the EU was the 1990s, when the support frames from 

regional policy provided given financial sources for sub-regional areas facing well-

determined rural troubles. The collective task of developing European rural areas was clearly 

formed in the Cork Declaration in 1996. Suggestions of this paper have been gradually 

involved into ESDP documents or AGENDA 2000. Furthermore, bottom-up structured rural 

development initiatives of local rural communities have become the LEADER communities. 

These cover one of the most important axes, pillars of the European Agricultural Fund for 

Rural Development (EAFRD) according to the actual EU budgetary.  

Green Paper: it can be considered to be the first product of legal regulation in the English 

Parliament practice, and can be basically considered to be a suggestion plan. Green papers 

published by the European Commission are such debate preparing documents that cover a 

given, significant topic or sector (consumer protection, energy safety, etc.) so having 

importance for member states. Their direct objective is to start a consultation process 

involving stakeholders (community and national level administration, civil organizations, 

lobby groups) in order to identify the most important tasks to be solved. Conclusions and 

initiatives coming from the debates are taken into consideration by the Commission in later 

suggestions, and are summarized in the so called White Paper.  
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