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|. The justification and actuality of the theme

During the past few years the geographical locasnes of industry came to
the forefront both in Hungary and in the Europeanod. On certain areas of
our country different industry structures evolvedl asarious industries became
dominant in each region. The spatial location oftaie industries was
influenced by several social-economical factorse (thistorical traditions of
production, ownership, available labour force aqdigment, resources, etc.) In
case of spatially different industry-structure eiEint profitability, human
resource use, technical standards, risk factorsnaaxdtet possibilities must be
taken into consideration. Therefore the spatiatigflisation and concentration
of industrial sectors became a centre issue in Bituag economy, which was
the major motivation factor of my research theme.

The actuality of the topic is enhanced by the féhett nowadays has
become an important key issue to rationalize thectire of industry. Therefore
it is necessary to do research in Hungary for tivestigation of the structural
changes of industry as well as to examine and aedhe correlations to ensure
the development of rational and efficient industsiaucture on the given areas.
This is also very important, because regional sheetion is a quality-
indicator category, which to a certain extent, reft® the development level of
the region as well. It can be expected in moderrketaconomies that the areas
be specialised in the industrial sectors, wheraeth@e more favourable
production conditions.

[I. The objective of the research and the structureof the dissertation

The thesis aims to examine the characteristic adwnpatial and
structural) of Hungarian industry in recent yeaswell a show and how much
these changes affect the spatial specializatiorttadector concentration of our
present industry. In my work, based on my testltgsli make proposals to
facilitate the development of a rational induststlicture.

The re-appreciation of industrial concentration apecialization in the
European Union and Hungary resulted in this isseeaime the focus of my
research. The research into and the analysis afstingdrelated specialization
and concentration tests are important as the clsamigde regional and sectoral
structure of industry can induce a number of pesiteconomic processes
(increased efficiency, competitiveness, deepenoigperation), and it can help
economic advancement in that area and also nat@wiogether with a
number of positive effects, however, negative effegsight also appear (eg. one-
sided industrial structure, deep crisis in caseegkssion, the development of



industrially depressed areas), which might hinlerdynamic development of a
region for shorter or longer time.

After determining the objectives of the dissertatéodetailed description
follows with regard to the major periods of devetgmt of the Hungarian
industry, the trends and tendencies in the prosesfseach era from World War
[l until today. To examine the development of audustry from World War |
was justified by the fact that there was an entiredw situation in Hungarian
economy after the war, which resulted in a new stwdal policy different from
the previous one. The domestic industry was chanzed by different
development directions in different historical endnere COMECON, and later,
after the regime-change the European Union, hadhportant role. A detailed
analysis of the development in this period is int@air to present an overview of
its impact on our industry.

Then — based on partly the professional literataing partly on my
research — | analyze the major changes in the industructure of the last two
decades. | examine the direction and extent asagealhe causes and effects of
the structural changes in industry, with particidarphasis on certain industrial
sectors and sub-sectors. | do this in order toaletlee processes in industry,
which led to the development of the present redi@mal sectoral structure.
Then | examined the theoretical and methodologisaues of regional
specialization, and dealt with the growing impodarf the role spatiality and
with the horizontal organization of industry, theyeestablishing a basis for
theoretical investigations. Accordingly, the thd¢ima issues related to domestic
and foreign problems of regional specializatior, folutions and proposals are
analyzed based on the results from different figgsnarily from the field of
the regional economy.

| think it is important to study the theories reldt to regional
specialization because in many cases, they ideatify define the effective
framework of today's economy (in this case the stigy. Partly based on this
theoretical framework, the economic policy setstbetsteps (e.g. development
directions), which can be used to solve regional aectoral problems in
industry. In addition, | gave an overview of thethwgls used in specialization,
and also of the possibilities of its applicabilitising these methods a
comparative analysis is made where | examine hosv ttansformation of
industry after the Hungarian regime affected theettgment of regional
specialization and industry concentration.

After processing the primary statistical data | smaudicators in order to
analyze in detail whether there was any sectortiapsation in the industry of
our country in recent years and whether the sdatoracentration strengthened
or weakened. If there was any strengthening or emial, which are the
regions (counties) and industrial sectors wheoedurred, what were the causes
and how it may affect the future development of imglustry, the development
of rational industrial structure.



[ll. The hypotheses of the research

Previous research-hypotheses in connection witlligsertation:
H1l.. The sectoral structure of Hungarian industmansformed
fundamentally during the past two decades.
H2.: The differences increased between the perfoceaf the industrial
sectors during the past two decades.
H3.: The sectoral structure of Hungary is more @aage in harmony with
the sector structure of the European Union.
H4.. The increase of the specialisation and comagonh is caused by the
increase in the weight and role of a sector oruatyg or the decline of a
sector or county that was not really significargvpously.

I\VV. The methodology of the research

The transformation of economy in the years follayvthe regime change
in Hungary resulted in significant changes of teetsral and spatial structure of
industry.

Due to these changes it was necessary to carmgxamination to find the
answers for the questions if a concentration carolieerved in case of the
spatial organisation of industrial sectors andt ifsi characteristic for certain
counties to have a growing or declining industsakcialisation. To answer
these hypotheses | applied primer and secondatyouet

The primary method (my research) included procegsaind organising the
data provided by the Central Statistics Office (KSHKGzponti Statisztikai
Hivatal). (It would be useful to examine a smallerit area (e.g. a micro-
region), but relevant statistics are not availgbleith the help of these data the
mathematical-statistical methods for regional reseaere applied.

Accordingly the data involved in the research arédows:

- The number of employees in industry

- Domestic sales

- Export sales and

- Total sales

In case of employment in industry, the place ofiless data, while in
case of domestic, export and total industrial stiesdata of the county-based
industrial organizations data had to be taken aotasiderationThe studied time
interval is between 2000 and 2008. There were &etjechanges in TEAOR
(Standard Classification System of Industrial Aitigs) numbers; therefore this
Is the period that allows the comparison and thedyars of data and drawing
conclusions. During the time interval between tlased(2000) and the actual
period (2008) the degree of specialization and eptration was examined
every two years in order to have a more detailealyars of the changes. A



longer time period should have been examined dutivegresearch, but the
available data did not allow this. However, changed tendencies in industry
processes in recent years are reflected well iistinedy.

There are several kinds of methods to measurenthssirial specialisation
and the spatial concentration of the industrialt@sc During my research |
selected two out of the different methods. Onehis Herfindahl index to
determine the level of absolute specialisation @mttentration and the other is
the Dissimilarity index to show the alterations refative specialisation and
concentration. The results of these indexes are ttsexamine and analyse the
spatial specialisation of the industrial sectord #me sectoral specialisation of
the regions.

The absolute specialisation indicates how divensesectoral structure is
in the examined territorial unit (county). Thoseiterial units (counties) within
a country can be considered as specialised, whasie la sectoral structure
different from that of the national distribution.

The relative specialisation is basically determibgdwo factors. On the
one hand it is determined by the sectoral struadfitbe given county itself, on
the other hand by the sectoral distribution charsstic of the country as a
whole. In case an industrial sector nationally m@d significant becomes
dominant in a county, we can say the relative gisaition of that county will
be high. On the other hand a high relative spaatabn characterises the county
also when the importance and role of a nationagjgiicant industrial sector is
not significant in the given county, but at the satime it can show a high rate
in another industrial sector that is not significaationally. It means that the
relative specialisation indicates the industriabsture of which county differs
most from the national one.

The absolute concentration indicates the rate a&ngiterritorial unit
(county) has from the whole (national) quantitytieé given industrial sector,
while the relative concentration gives an overvedvout the similarities of the
geographical distribution of the given industriac®r compared to that of the
whole industry.

The secondary method was the research of the donesd foreign
literature related to the theoretical and methogick issues of the development
of industrial history, territorial and structurahanges, as well as of regional
specialization.

V. Scientific results

On the basis of the previously described hypothebes results of the
dissertation can be summarised as follows:



e T1 The sectoral structure of the Hungarian industry transformed during the
past two decades.

| made the detailed, comparative analysis on thetosd structure of the
Hungarian industry after the regime change in otdereveal any changes in
industry trends, which led to the development of fhresent regional and
sectoral structure. On this basis, it became ples¢db analyze in detail the
causes, extent and direction of structural changes, also their effect on
regional specialization and sectoral concentratidy.research has confirmed
that:

— Mining, which was very important in the yearsdyefthe regime change, is
completely in the background today. The importanfemining within the
industry decreased from the previous 8.1% to 0:H8.reason for that were the
growing production costs, the unfavourable produrctifacilities (natural
resources, the low concentration of useful matedieép mining was necessary)
and the application of inefficient technologies.

— The role and importance of the energy sector sdoan increasing tendency
due to the relative growth of the energy pricesrdurecent years.

The role and importance of the energy sector haneeases considerably
(from11.9% to 17.0%), which is due to the relatyvielcreasing energy prices of
the recent years.

— The processing industry and within that mechanarayineering achieved
spectacular results. The proportion of mechanicgjireeering approximately
doubled (from 32.6% to 54.8%ter Hungary joined the international division
of labour (especially EU) and the export ratio alsoreased in the past few
years. Within machine industry the role of sevesdctors increased
considerably: computer and electronic equipmendycton (3.4% t016.4%,
road vehicle production (6.8% to 12.9%), and maehind equipment
production (3.5% to 6.0%). In case of these ,pultiustries” even a 10-
percentage-point positive change could be observed.

— The export of road vehicle production and compuiectronic equipment
production was also favourable within the processsector. The export of
computers and electronic products industries wa$9%4in 2001, which
increased to 26.8% by 2008. The export of vehictelpction industry showed
26.6 % in 2001, which went up to 28.1 % by 2008.

— Light industry sectors can be accounted as thatgftosers” of the past two
decades. The proportion of these sectors fell ba&0% (from 14,8% to 6,2%).
The reason for the decline can be explained byhigé production costs
compared to the production costs of Far-Easterdymers.

— A previously prosperous food industry also bekoig the ,loser” industrial
sectors. Its proportion is only two-thirds of theeygous one during the past
decade. Its rate within industry fell back from 2%, to 9,6%. It is a
consequence of the decreasing performance of Hamgagriculture as well as




the unfavourable and sometimes faulty privatisatioh Hungarian food

processing factories.

— Despite the positive and negative changes afigaur industry it is obvious
that the structure of our industry became moreodgate, modern and more
competitive.

e T2 The differences increased between the performance of the industrial
sectors during the past two decades.

Based on my detailed analyses it was found thatitferences have increased
between the industrial sectors considering theirfopmance (number of
employees, net sales, operating profit, exportssalgoss operating profit).
Accordingly, the industrial sectors of our countmere classified into three
groups:

— Declining industrial sectors: mining, food protdan, drink and tobacco
production, textile and leather production, wood g@aper production, electric
appliances production and metallurgy.

— More competitive, moderately developing industsa&ctors: metal mass
products, crude oil processing, chemicals and otemgoods production,
medicine production, non-metal mineral goods prdadag¢ rubber and plastic
production, machine and equipment production.

— Dynamically developing industrial sectors spesel for world market
production: computer production, electric appliahgaroduction and road
vehicle production.

In declining industries, the test results indicite number of enterprises and
through that the number of employees, export saktssales of businesses and
also their profit decreased steadily.

In the more competitive, moderately developing stdal sectors the number of
enterprises increased, while the number of empkwgtagnated or somewhat
increased. In addition, there is modest growthxpoet volume and operating
profit as well.

The share of dynamically developing sectors witthe industry increased
significantly and also the number of employees,raased continuously,
profitability conditions improved , in some casé®it contribution to GDP
exceeded 10%. Studies have shown that this gratlpdies industrial sectors
that have a significant part in Hungarian expolkksa

e T3 The sectoral structure of Hungary is more and more in harmony with the
sectoral structure of the European Union

Comparative analyses were carried out to determimeh direction and to what
extent the disintegration of COMECON as well as ¢amy’s associated then
full membership in the European Union influencee structure of our industry.
On this basis it can be concluded that:




- Due to changes in market relations in recentsyeansiderable changes took
place in the structure of industry in Hungary amdhie European Union as well.
These changes resulted in new regional and sestouatures.

- It is typical in the industrial structural chamsgboth in Hungary and in the
European Union that both types of industrial sectoe present: the traditional
sectors, which are continuously losing their impode and the dynamically
developing sectors, which can take the new econamicmarket challengels
EU relations, when considering the added valuejngjmmetallurgy, some sub-
sectors of mechanical engineering (such as elat&guipment manufacturing,
shipbuilding) as well as textiles, leather produatsl footwear production are
the declining sectors, while IT equipment, eledcoand optical product
manufacturing, vehicle construction, and somesadiors of chemical industry
(pharmaceuticals, chemicals and chemical produats) the dynamically
developing sectors.

- The importance of traditional sectors within thdustry has decreased, while
that of the dynamic industrial sectors has increggistrengthened. The cause
of the decline is varied, which include the deceeat demand raw material
sources, the intensifying international competitionthe global market, the
gradual increase in production-cost and the coatisudevelopment of science
and technology as well.

- Smaller or larger differences can be observethensectoral structure of the
processing industries of certain EU member st&8ased on the added value,
the most significant industries of the 15 formemmber states are the machine,
equipment, food, beverages, tobacco and chemidakines. Together with this
however, differences can be observed. Considerimg European Union
founding states, the chemical industry of the Bexedtates is outstanding
(Belgium), as well as the food, drink and tobacoadpction (the Netherlands),
and last but not least the metal basic materiatlyction (Luxemburg). In case
of France it is the food, drink and tobacco produngtwhile in case of Germany
and ltaly it is the machine and equipment productid?vhen regarding the
countries, which became members later, the largest most significant
industrial sectors are food, drink and tobacco pectidn in Denmark, Greece,
Spain, Portugal and the United Kingdom, chemicdustry in Ireland, machine
and equipment production in Austria, communicatiechnology products in
Finland and vehicle production in Sweden.

- Minor changes took place in the growing Europearon regarding the added
value. In the economic integration with 25 membtates the three main
industrial sectors are food, beverages and tobat@micals and machinery and
mechanical equipment production. Out of the new bemnstates it is the Czech
Republic, the Baltic countries, Hungary, Poland &olvakia where the most
important industrial sectors are electricity, gagam and water supply. The
food, beverage and tobacco production in Cypruge tommunication



equipment production in Malta, and fabricated mptalduction in Slovenia can
be highlighted.

- In Hungary the most important industrial sectoysadded value are electricity,
gas, steam and water supply, machine industry (vaduicle production) and
chemical industry, which considerably reflect thdustrial structure of the most
developed European Union countries.

- The sectoral structure of industry is also innmamy with the development of
foreign trade as well. Engineering industry (vediproduction, electronic and
optical products manufacturing, machinery and emeit production) and
chemical industry (pharmaceuticals, chemicals amehucal products) have a
significant role in the foreign trade of the EurapdJnion and Hungary

e T4 The increase of the specialisation and concentration is caused by the
increase in the weight and role of a sector or a county, or the decline of a
sector or_county that was not really significant previously.

Comparative analyses from several aspects wereedasut and examinations
made concerning how the transformation of Hungaradustry after the
regime-change influenced regional specializatiod aectoral concentration.
After processing the primary statistical data iatlics were composed in order
to analyze in detail whether there was any regigpatialization in Hungarian
industry in recent years and also if there wassargngthening or weakening in
sectoral concentration. If strengthening or weakgmccurred, which were the
regions (counties), and industrial sectors whereciturred, what were the
causes and how it may affect the future developmérdur industry and the
development of rational industrial structure. Taseaarch proved that:

- In the research period the level of #maployees’ absolute specialisatioms
low. Despite that fact it was found that the higheamber of labour was
employed in engineering industry (Fejér, Vas, 6fsMoson-Sopron, Jasz-
Nagykun-Szolnok, Somogy, Zala, Heves Counties)ahatd metal-processing
products (Fejér County), textile, leather produat&l shoes production (Vas,
Tolna County) and food, drink and tobacco produrctiBest County). Within
engineering industry, road vehicle production (papduction), machine and
equipment production and electronic goods prodoctiare prominent.
Considering textile, leather and shoe industrysithe shoe production, while
within food, drink and tobacco industry it is meadlustry, milk industry, fruit
and vegetable production and conservation indwsryell as drink production
can be mentioned.

- In case ofdomestic saledigher indexes can be observed than that of the
employees. It reflects a growing absolute speatdis in this field. In this case
the machine industry and the gas, steam and walteplys provided the
significant rate of domestic sales. When consmdermnachine industry it is
Somogy County that is outstanding, while in gagast and water supply
Csongrad County is prominent. Within machine indusite electronic industry,
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the production of labour saving devices and ro&dviehicle production can be
mentioned.

- The highest Herfindahl index values can be oleskinm case oéxport sales,
which mean the highest level specialisation of Huggn this field. It is mainly
due to the machine industry (road vehicle productimachine and equipment
production, communication and electronic productuafacturing), while to a
lesser extent it was due to the chemical indusptasf(ic production and
processing industry). The most specialised in nmecimdustry are the counties
situated in Transdanubia (Fejér, d8Moson-Sopron, Komarom-Esztergom,
Vas, Somogy), as well as Heves and Jasz-Nagykam&z County, while int
he field of the chemical industry it is Borsod-Ap&i@gmplén County.

- In case ototal salesthe index of absolute specialisation is almoststéime as
the values of export sales. Therefore it can becloded that the export sales
within total sales have a prominent role. In these besides machine industry
(road vehicle production, machine and equipmentycton, and electronic
articles production) the metal raw material andahatticles production (Fejér
County) can be mentioned. Machine industry is f@gbim Somogy, Fejér,
Koméarom-Esztergom and Vas County.

- In case ofrelative specialisationthere are also low index values when
consideringemployeesThe reason for this is that the sectoral strucbfréne
industry of a given county is not different consatdy from the national
structure with regard to the number of employelegferences can be observed
in this field in Tolna, Fejér, Komarom-Esztergonso@grad, Bekés and Borsod-
Abauj-Zemplén counties. The higher rate of textilgustry, leather goods and
shoes production (leather industry, shoe indusiryljolna, metal raw material,
metal processing goods production in Fejér and d@bAbaulj-Zemplén,
machine industry (road vehicle production, eleatrandustry) in Komarom-
Esztergom while food, drink and tobacco producti@meat industry, milk
industry) in Csongrad and Békés resulted in théeiifce from the national
sectoral structure

- In case ofdomestic salethere are higher dissimilarity indexes than inecak
employees. It is caused by a more powerful diffeeeof the industrial sectoral
structure from the national one. In this case tighdr rate of machine industry
(Somogy), food, drink and tobacco industry (Somo@gcs-Kiskun, Jasz-
Nagykun-Szolnok, Zala), electricity, gas, steam arader supply (Tolna), the
non-metal mineral goods production (Békeés), timbad paper production,
printing industry (Békeés, Bacs-Kiskun) and mini@l@) resulted in a structure
different from the national one

- In case okexport saleghere are typically higher index values, i.e. linghest
relative specialisation can be observed here. @the counties the industrial
structure of Borsod-Abauj-Zemplén, Csongrad, Szah8kzatmar-Bereg, Békeés
and Hajdu-Bihar Counties differ most from the naibdistribution. The higher
rate of chemicals industry in Borsod-Abauj-Zempéérd Hajdu-Bihar Counties,

11



the food, drink and tobacco industry in Hajdu-Bih&ekés, Csongrad and
Szabolcs-Szatmar-Bereg Counties, while the textdather goods and shoe
production in Szabolcs-Szatmar-Bereg County reduhethe export structure
different from the national one.

- In case ototal salesthe relatively most specialised counties are T,oB&keés,
Borsod-Abauj-Zemplén, Szabolcs-Szatmar-Bereg armh@ad Counties. The
higher relative specialisation, which is differérdm he national one, is due to
electricity, gas, steam and water supply in Tolftmd, drink and tobacco
production in Szabolcs-Szatmar-Bereg, Békés andhgtad Counties, and the
chemical industry in Borsod-Abauj-Zemplén County.

- The employees’ absolute concentratisapresents low index values. The
Herfindahl indexes are higher in casedoimestic sales, export salaadtotal
sales.In all cases mining, chemical industry, timber gmaper production,
printing, electricity, gas, steam and water suggywell as metal raw material
and metal processing goods production indicatgmifgiant concentration. The
growth of concentration is due to the capital andrsBd-Abauj-Zemplén,
Veszprém, Fejér and Zala Counties in most cases.

- Theemployees’ relative concentratisapresents low index values, since this
Is the most equalised of all. In case of domestiess export sales and total sales
higher dissimilarity indexes can be observed. beaaf employment it is mining
and non-metal mineral article production that shagher concentration. The
higher sectoral concentration was caused by thieehigectoral rate of Borsod-
Abauj-Zemplén and Veszprém as well as Zala and -Bé&tain Counties in
mining, the significant decline of Fejér Countynon-metal mineral production
sector, and in Veszprém County the sectoral rategldegher than the national
industrial rate.

- In case ofdomestic sales higher concentration can be observed in mining,
chemical industry, metal raw material and metalcpssing article production
and other processing industry as well as texglather and shoe production.
The higher dissimilarity indexes were due to thpiteh being relatively low in
case of mining, a larger sectoral share of thestrdul importance of Budapest
in case of chemical industry, in metal raw mateaiadl metal processing article
production the higher than the average rate oErRepunty within the sector, in
other processing industry a larger sectoral shdreK@marom-Esztergom
County, while in textile, leather and shoe produttine significant fall-back of
the share of Fejér County within total industries.

- In case ofexport saleghe higher concentration of electricity, gas, steznd
water supply, mining and chemical industry was edusy the fact that the share
of the capital within the sector considerably exisek the importance of
Budapest within Hungarian industry. The reasonti@r higher index value in
case of non-metallic mineral products and textileather products, footwear is
the significant backlog of the share of Fejér Cguwhen compared to the
importance of the county within the total industry.

12



- In case oftotal salesthe higher relative concentration is characterigti
mining, chemical industry and textiles, leather ducts and footwear
production. In case of mining and chemical industryis due to a high
proportion of Budapest and Zala County, while irsecaf textiles, leather
products and footwear production the low share efi-County within the
sector.

To sum up it can be concluded that in most casesiasation and
concentration increased (strengthened) from the lyaar to 2008. The most
significant growth can be observed in the relatigpecialisation and
concentration as well as the absolute concentratibrdomestic sales. As
opposes to that a decrease (weakening) can bars#enrelative specialisation
of export trade as well as the employees’ relatm@ncentration and
specialisation. However, the industrial structure aur country is more
diversified. Therefore, the increase in the spemtbn and concentration is
proposed in areas with diversified industries angbad selection considering
natural, social and economic conditions. Theselifiasi can help to develop
competitive products, product groups, productiorsoéh a concentration and
specialization, which can lead to a rational indakstructure.

Changes in industrial specialisation and concendrat

Name 2'888)( averazgonSB Rate of change
Relative specialisation of domestic sales 0,63 60,7 +0,13
Relative concentration of domestic sales 0,68 0,76 +0,13
Absolute concentration of domestic sales 0,1y 0,27 +0,10
Absolute concentration of export sales 0,24 0,38 0,09
Absolute specialisation of domestic sales 0,25 10,3 +0,06
Absolute specialisation of total sales 0,31 0,37 0,06
Relative concentration of export sales 0,94 1,00 0,06
Absolute concentration of total sales 0,15 0,20 ,0%0
Relative concentration of total sales 0,72 0,77 ,050
Absolute specialisation of export sales 0,45 0,48 +0,03
Employees’ absolute specialisation 0,18 0,2( +0,02
Relative specialisation of total sales 0,70 0,71 0,0%
Employees’ absolute concentration 0,08 0,09 +0,01
Employees’ relative specialisation 0,37 0,34 -0,03
Employees’ relative concentration 0,44 0,37 -0,07
Relative specialisation of export sales 0,67 0,56 -0,11

Source: author’s calculations based on KSH data

The positive changes of the index values in sonsescanly represent a
change of a percent on average. A more pronounugeéadse in the average
index of specialization can be experienced in thlees of relative specialization
according to domestic sales. So | think that theenmarked changes of spatial
development should be investigated. Of the 20 ané#a in the ones with lower
and upper extreme value index were taken out tdysthe details of the
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modifications by specialisation hierarchy. Firstcan be concluded that the
changes are characterized by significant hecti&imgn The least specialised
counties of eight years in some cases were up ategl(e.g. Komarom-
Esztergom County from the 17th place to the siathyas County from the 18th
place to the 10th).

At the same time, Baranya County slipped back frdma former
favourable fifth place to 15th, the main reasonvitich is the declining role of
county in food, beverage and tobacco manufactumsgvell as the increase of
the significance of the non-metallic mineral produand basic metals and
fabricated metal product manufacturing. Thus, th@ustrial structure of the
county has become more diversified and productimh sales are less differ
from the national structure.

The mentioned Komarom-Esztergom County in 2000, twasl7th in the
relative specialization ranking of domestic saléd® and became the sixth in
the examined period. This is mainly due to the dyicadevelopment of
engineering industry and the food, beverage andctaib manufacturing as well
as non-metallic mineral product manufacturing. Tise of these sectors caused
the marked deviation from the national averageealias County got from the
18th place 8 units forward in the rank, which igmarily due to engineering
industry and chemical industry and food, beveragektobacco production. Of
the previous industries engineering developed yrehatring the studied time
interval.

Looking at the directions of the leading speciaiaeeas of 2000 and less
specialized regions by 2008, it was found that iieation declined in case of
the leading group(except in Békés County), whiladteased in case of the less
specialised (except Budapest). When comparing #@recppita GDP in eight
years of these two groups with the index changeantbe concluded that the
unit value of GDP growth was the most dynamic, wltbe specialization index
of the increased best (strongest). This markedgvails despite the very
complex and differentiated picture. Therefore thaprovement of the
specialization index as explained in the theorkepeat of the introduction, has a
tendency of development in general.

The examinations of the specialisation and conag&atr data of
employees in industry, domestic, export and toédss in Hungarian counties
reflect those changes in the processes of industnich were characteristic of
the sectoral and territorial structure of Hungamyrecent years. Due to the
changes the role and the weight of certain regemms industrial sectors also
changed, resulting in a new (different from thenfer) industrial structure and
industrial space structure developed. The condahdaof industry in many
places (mostly in Transdanubia) resulted in theeltgpment of horizontal
cooperation (clusters).

The obtained results indicate that in recent yearscountry experienced
the greatest specialization in mechanical engingeaind chemical industries,
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while in case of mining, timber, paper productiomd gprinting, metal raw
material and metal articles production and eleityricgas, steam and water
supply, there was the highest regional concentratio

Studies suggest that in the field of machine ingustere is a larger-scale
employment and production, and the horizontal ceratoon developed in
various regions of the country resulted in the twaent of significant
economic benefits.

Our country has developed some of the industriatose (mechanical
engineering, chemical industry) and sub-sectorad(rtransport equipment,
electronic products, machinery and equipment manwuf@g, plastics,
pharmaceuticals, which can be competitive in theogean Union and through
that in global world market. Those industrial sestand subsectors, which are
not or are less competitive (textiles, leather pts, footwear production), have
gradually disappeared or have been moved into an@tonomic environment
(country).

It must be mentioned here that the high speciaisaand concentration
has both advantages and disadvantages. The higbialsgstion and
concentration have a positive effect, since it eeoba the deepening of
cooperation relationships of the companies (smadl medium size enterprise,
multinational companies) of a given sector, the petiiveness of the
companies might increase and with an occasionat faictical step they can
flexibly react to the changing market processesaiit also help the development
of the economy of the given region as well as thele national economy. The
excessive strengthening of the regional speciaisaif industry might have a
negative effect in case it results in a one-sidetlstrial structure. It might
repress the activities belonging to other sectmrswhich the resources of the
region are favourable, or weaken the opportunfiiescooperation. In case of
recession the crisis in that sector can be a sigmif impact on the entire
economy of the region. This could lead to a protbumisis in the region
(economically depressed region) and may hindeloting-term dynamic growth.

The new large-scale (mostly) productive investmeintsHungaraian
industry that has recently been completed, andthtsse that will be established
in the future can create a new situation in théore) specialization and sectoral
concentration of our industry (e.g. Hamburger Huiggd Dunaujvaros,
Mercedes-Benz — Kecskemét, Audi Hungaria Motor 6rGGlyinamar Hungary —
Oroshéaza, Csaba Metal — Bekéscsaba and Szeghalom).

Therefore, the current industry structure changelsteansformations have
not been completed. Both the regional and the tstraictransformation of the
industry keep going on, that is the reason why igpeation and concentration
calculations of the thesis were carried out andctireclusions refer to the time
interval mentioned above.
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VI. Suggestions

The completed work - | think - illustrates well tipeocesses in domestic
industry characteristic of the development of thetaral and territorial structure of
Hungary over the last few years. To ensure thdtaerfuture the Hungarian industry
would have a more favourable sectoral and geographkiructure, and could have
a more significant role in our economy, | need skmisome suggestions.

- Out of the former "socialist bloc" countries ibg/the Commonwealth of
Independent States (CIS) established after theeSaimion ceased to exist that
played a more significant role in Hungarian foreigade in the years following the
regime-change. The foreign trade with CIS countriasrecent years has
significantly decreased. Out of these countries roamn foreign trade partner is
Russia. The significant Russian market can be densil as unexploited reserves
for our country, so it would be advisable to stitbeg foreign trade ties. It would
be advisable to look for connections to be developgh regard to the export of
food products.

- Out of the Asian countries our major trade padreee Japan, China and
South Korea. Considering these countries, our tbadiEnce is negative. Hungarian
exports with these countries during the examinatb@an many cases was below
1.0%, and at the same time our imports even indallg were sometimes more
than 3.0%. We should endeavour to balance our twattethese countries in a
positive direction.

- Out of The foreign trade of the country concegnindustry has become
increasingly EU-centred. Over the past decade, tbeotfiented foreign trade
deepened. This is supported by the fact that alr@0% our industry exports is
aimed at European Union markets, and nearly 70%heindustrial products on
the domestic market is purchased from EuropeanrUoauntries. It results in a
considerable dependence. The strong market dependeowever, has a positive
benefit as well, which reflects the fact that omwducts meet the stringent quality
technical and technological requirements of theogean Union. However, despite
the fact mentioned above, it would be unfortunaie the economy and the
orientation of the foreign trade of a country toslmeone-sided in this ever-changing
world. Part of he former eastern markets shouldob&ined back and the
relationships with countries (firstly Asian, Nortmerican, Latin-American) that
could be markets for our products should be widearatstrengthened. This would
reduce our dependence on the European Union and ebriee countries and
contribute to the establishment of multi-polar &adlations.

- We should endeavour to adjust the industrial petidn structure to the
domestic as well as international market demandegsapportunities). The
marketability (appropriate quality) and competitiess must be the orienting force.

- The food, beverage and tobacco production betongo the group of
declining sectors should be necessary to develdpjnathat primarily the dairy
industry, meat industry, poultry processing indystnd preserving industry. In my
opinion, with the support of the small and mediumteeprises within the sector the
decline of food industry could be mitigated.
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Moreover, the ability of employment could be impedvespecially in
underdeveloped regions (Plain), where structuraétmpioyment is above the
average value. The development of these food-industectors could have a
multiplicative effect, since it could contributetnanly to the development of the
industry but also to that of the closely linkedieglture. A full-scale development
would be appropriate for these groups, because ther available natural, social
and economic facilities.

- The development of and support for moderatelyvgrg industrial sectors
(pharmaceuticals, chemicals and chemical prodig&so necessary together with
that of the advanced and competitive industriat@edn this way, it could create
diversified regional and sectoral structure bothhia field of employment and in
sales (export and import). We have a high-level vkedge base for the
development of these industrial sectors.

- The expand of the co-operation partnerships betwedustrial companies
(small and medium enterprises) should be encourageduse the actors of the
same industrial sector, which are separated andtésbfrom each other, are less
effective both in the purchase of inputs (e.g. male raw material), and in
production, and also in sales opportunities. Thelabotation between the
enterprises should be strengthened and effectivsteck should be established
based on this partnership, mainly in food industityese partnerships can facilitate
the economic rise of the regions well.

- The excessive regional specialization and selctorecentration of industry
should be reduced because they can result in asided- industrial structure.
Studies have shown that an increasing machine tnaluspecialization (road
transport equipment, machinery, mechanical appisrend electronic products)
was characteristic of Fejér, Vas, &@WMoson-Sopron, Komarom-Esztergom,
Somogy, Jasz-Nagykun-Szolnok and Heves Countieg)sidering mainly
employment and export sales. Recession may caeseisis of the given industrial
sector, which may have a significant effect on wWiemle economy of the given
region.

This could lead to a profound crisis in the regimal(strially depressed area,
rising unemployment) and may hinder the long-tegmaanic growth. Therefore, it
would be expedient to change this one-sided indlistructure, and to the extent
possible, strengthen the light industry and foattas having significant tradition
in the given counties.

- In the economically less developed regions (SamithPlain, Northern Plain
region) it is still necessary to promote the esshbhent of competitive and
dynamic industries and also the development of dkisting ones in order to
achieve a rational industrial structure.
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