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CHANGES OF THE ENTERPRISE CHARACTERISTICS
OF SPATIAL ECONOMIC STRUCTURE
IN THE NORTH-HUNGARIAN REGION

In this publication I analysed the tendency of the number of people employed by enterprises
that operate in the counties of the North-Hungarian region and the development of the GDP
produced by such enterprises according to consolidated national economic sectors.

On the basis of the analysis it can be stated that in the North-Hungarian region, and also in
Hungary as a whole, the share of the manufacturing industry decreased, while the share of the
tertiary industry increased. As the result of this, the possibility of the economic instability in-
creased, because the role of industries that ensure the stability, primarily of those which are
bound to place and capital equipment, diminished and the role of the easy-to-mobilise tertiary
industry appreciated. Thus, on the long term the region's economic development can only be
ensured by means of economic development policy inciting continuous investments.
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Introduction

In order to develop the regions' economy it is inevitable to be aware of
which factors and to what extent influence the economic development of a region.

The economic development of a region is to a great deal subject to the en-
terprises operating in the given region, to the number of such enterprises, to the
scope of activities, to the number of the people employed by them, to the gross
added value produced by them, to the capability of the enterprises to attract for-
eign capital and to a number of other features. From among the features, the
number of people employed by the enterprises and the shaping of such is espe-
cially important, and also the gross added value produced by the enterprises and
the tendency thereof according to national economic sectors.

In the course of the analysis the national economic sectors indicated are
consolidated national economic sectors, which are the following: agriculture, fo-
restry, wildlife management, fishing collectively named as "Agriculture"; the
industry and building and construction hereinafter named collectively as "Indus-
try"; and the Tertiary sector, which is the collective name for any other national
economic sectors not mentioned previously; this includes commerce, repair, ac-
commodation, catering, transportation, warehousing, postal services, telecom-
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munication, financial mediation, real estate affairs, economic services, public
administration, defence, compulsory social security, education, health care, so-
cial care, other national economic sectors of community and personal service.

In this publication the change in the above characteristics of the enterpris-
es that operate in the North-Hungarian region is analysed according to national
economic sectors.

Employment

During the past two decades one of the sharpest changes of the labour
market was the change in the composition of the employed people according to
national economic sectors.

Table 1 shows the changes in the distribution of the number of employed
according to the consolidated national economic sectors between 1990 and 2008
in each region. (HCSO, 1991; HCSO, 2002; HCSO, 2009)

Table 1 — Distribution of the number of employed according to national eco-
nomic sectors by regions

Agriculture Industry Services

Regions (%) (%) (%)

1990 (2001 | 2008 {1990 {2001 {2008 | 1990 |2001 {2008
Central Hungary 6,8 |L,5 10,9 |35,7 (25,2 (21,2 |57,5 |73,3 |77,9
Central Dunantul 14,7 5,2 |3,6 |44,6 (43,4 |43,8 |40,6 |51,4 52,6
West Dunantul 16,5 5,6 3,5 |39 [40,9 |38,8 |44,5 |53.4 (57,6
South Dunantul 19,8 8,2 |5,7 [35,9 (32,7 |30,3 |44,3 |59,1 |64
North Hungary 13,6 (42 |3,2 |45 [37,3 |35,2 |41,4 |58,5 (61,6
North Alfold 21,8 [7,8 4,9 [354 (324 |31,5 |42,8 |59,8 [63,6
South Alfold 26,5 |12,5 16,1 (33,5 (31,6 |31,5 |39,9 [55,9 (62,3
Hungary 154 (5,5 |3,1 [37,9 (32,9 |29,7 |46,7 |61,6 (67,2

Source: own compilation on the basis of the HCSO data, 2011

On the basis of Table 1 it can be established that regarding Hungary, the
distribution of employed between the national economic sectors significantly re-
structured from 1990 to 2008.

The proportion of those employed in the agricultural sector gradually de-
creased between 1990 and 2008, so much so that in 2008 only 3.1 percent of all
employed were employed in the agricultural consolidated national economic
sector.
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From 1990 on — as the result of the social-economic changes — the drop-
like decrease of the industrial production was accompanied by the extreme re-
duction of the number of employed. In 2008, the proportion of those employed
in this consolidated economic sector decreased to 29.7 percent as compared to
37.9 percent in 1990.

While in 1990 46.7 percent of those employed in Hungary worked in ter-
tiary industry-type sectors, by 2008 the tertiary sector ensured the subsistence
for 67.3 percent of all the employed. From this we can see that the role of the
tertiary sectors increased during not even two decades and according to the
prognosis this tendency is expected to continue.

The structure of employment in North-Hungary is somewhat different as
compared to the national average; however, the changes characteristic of the
past decades went off in a similar way also here.

While in the North-Hungarian region in 1990 and 2001 the proportion of
those employed in the agriculture was lower than the national average, this sit-
uation turned by 2008. In 2008 the proportion of those employed in the agricul-
tural sector was 3.2 percent while the national average was 3.1 percent. Despite
of this the national tendency, the North-Hungarian region also features the na-
tional tendency meaning that the proportion of those employed in the agriculture
diminished during the period surveyed.

Some researchers despite of the figures do not see such negative the situa-
tion of the agriculture sector. Gdbor Kovacs has examined the significance of
the agriculture sector and the related supplier, processing, distribution activities,
collectively the agribusiness according to the datas of GDP and the employed
people. And he has made the conclusion that despite of the figures, it would be a
mistake to talk about crisis in the agriculture or in the agribusiness, because at
the national economy at least every 7 jobs directly or indirectly linked to the
agriculture, and thus the development of the service sector is making a good im-
pact on the agriculture sector. (Kovdacs, 2010)

The industrial character of the North-Hungarian region is shown by the
fact that the proportion of those employed in the industry was larger than the na-
tional average, while the proportion of those employed in the tertiary sector was
always lower. However, the tendency that showed at national level is to observe
also in the North-Hungarian region; namely the proportion of those employed in
the industry decreased, while the proportion of those employed in the tertiary
sector increased during the period between 1990 and 2008.

If we look at the reasons, the reason for this can be that other areas of the
industry and the agriculture could not offer employment possibilities for the
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workers of the liquidated, in majority heavy industrial plants, thus vast majority
of the employed, who would have become unemployed or inactive, found em-
ployment in the tertiary sector.

Chart 1 illustrates that in the North-Hungarian region the decrease of the
number of employed compared to 1990 was larger in all three national economic
sectors than in Hungary as a whole. (HCSO, 1991; HCSO, 2002; HCSO, 2009)
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Chart 1 — Changes in the number of employed as compared to 1990
Source: own compilation on the basis of the HCSO data, 2011

Andrea Homola Mrs. Szalai conducted a similar research. In her article
she examined how the sectoral structure of employment developed between
1992 and 2008, and established that there is a striking change in the tendency of
the distribution of employed in a breakdown by national economic sectors. The
proportion of those employed in the tertiary sector significantly increased while
the proportion of those working in the agricultural and industrial sector de-
creased. (Mrs. Szalai, 2009) However, the analysis made by her cover only 2
years and did not show that the majority of changes already went off by 2001.

This establishment is supported by a number of studies, among others dr.
Janos Foti and dr. Miklos Lakatos also examined the development of employ-
ment between 1980 and 2005 according to national economic sectors, according
to spatial distribution, in distribution according to age groups and also according
to educational categories, and it is verified also in this study that by the end of
the period, the proportion of those employed in the manufacturing sector is in-
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significant as compared to those employed in the tertiary sector. (Foti-Lakatos,

2006)
GROSS ADDED VALUE

In the followings I will examine the changes of the gross added value not
discounted with the inflation, i.e. the GDP in a breakdown according to national
economic sectors at regional level.

Table 2 includes the shaping of the GDP according to national economic
sectors by regions, on the basis of which it can be established that in the North-
Hungarian region the proportion of GDP decreased in the agricultural national
economic sector, while it increased in the industrial and tertiary national eco-
nomic sectors. (HCSO, 1996, HCSO, 2002; HCSO, 2008; HCSO, 2009)

The shaping of the GDP is inconsistent with the shaping of the number of
employed in the industrial national economic sector, which is the result of the
significant productivity improvement due to the considerable technological de-

velopment.

Table 2 — Distribution of GDP according to national

economic sectors by

regions
Agriculture Industry Services
Regions (Billion HUF) (Billion HUF) (Billion HUF)
1995 [2001 [2007 |1995 [2001 [2007 |1995 2001|2007
Central 369 [69.6 [69.8 (4803 [1358.8 [2266.8 |1428,6 |4382.8 |7923.1
Hungary
Central 43,6 (82,6 |1049 [1883 [610,7 |10753 |251,7 |671.8 |1043,5
Dunantul
West
. 477 1692 11093 1904 |5863 (9219 (2549 |7076 [10892
Dunantal
South 533 [103,6 |120,8 [112,7 [2791 3858 (2273 |5749 |916.3
Dunantul
North 399 [58.8 [723 |166,0 [427.1 [6922 |246.1 |600,6 [960.5
Hungary
North Alfold | 77,7 1427 |173.9 |1512 |415.8 |614.4 |3064 |787.7 |12822
South Alfold |93,5 |165.2 2133 |160.8 [365.5 |529.9 |304.4 |7332 |1190.8
Hungary 392.6(691,7 |864.3 |1449.7 |4043.3 |64863 |3019.4 |8458.6 |14405.6

Source: own compilation on the basis of the CSO figures, 2011

Chart 2 illustrates that in the North-Hungarian region the increase of GDP
compared to 1995 was in all three national economic sectors smaller than in
Hungary as a whole. (HCSO, 1996; HCSO, 2002, HCSO, 2008, HCSO, 2009)
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Chart 2 — Changes of the GDP compared to 1995

Source: own compilation on the basis of the HCSO data, 2011

In the following I will examine the annual inflation-adjusted GDP. For the
calculation I use the annual inflation data of the HCSO.
Table 3 illustrates the shaping of the annual inflation-adjusted GDP ac-
cording to national economic sectors by regions.

Table 3 — Shaping of the annual inflation-adjusted GDP according to national
economic sectors by regions

Agriculture Industry Services
Regions (Billion HUF) (Billion HUF) (Billion HUF)
1995 [2001 |2007 [1995 [2001 [2007 [1995 [2001 2007
Central 288 |24.6 |18.1 (3746 [4809 |586.0 |11143 |1550.9 20483
Hungary
Central 340 (292 |27.1 |1469 |216.1 |278.0 |196.4 [237.7 |269.8
Dunantul
West
- 372 245 [283 [1485 [207.5 [2383 [1989 |250.4 |[281.6
Dunantal
South
n 416 36,7 [312 [879 |988 (997 [1773 |203.4 |[2369
Dunantal
North 31,1 |20.8 18,7 [1209.5 |151.1 |179,0 [192,0 [212.6 |248.3
Hungary
North AIfold |60.6 505 |45.0 |118.0 |147.1 |158.8 |239.0 |278.8 |331.5
South Alfold |72.9 |58.5 |55.1 |1254 |1293 |137.0 |237.5 |259.5 |307.8
Hungary 3062 |244.8 [223.5 [1130.8 |1430.8 | 1676.8 | 2355.4 |2993.3 |3724.2

Source: own compilation on the basis of the HCSO data, 2011
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Chart 3 illustrates the changes of the annual inflation-adjusted GDP in all
three national economic sectors in the North-Hungarian region as compared to
1995.
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Chart 3 — Changes of the annual inflation-adjusted GDP in the North-Hungarian region
as compared to 1995

Source: own compilation on the basis of the HCSO data, 2011

On the basis of chart 3 it can be established that the value of real GDP
significantly decreased in the agricultural national economic sector both in Hun-
gary and in the North-Hungarian region between 1995 and 2007, showing that
the agriculture contributes to an always less degree to the primary gross income
generation of the country, and the value of the produced products intended for
final consumption continually decreased.

In the following I will examine the annual inflation-adjusted GDP per ca-
pita. For the calculation I use the annual inflation data of the HCSO.

Table 4 illustrates the shaping of the annual inflation-adjusted GDP per
capita according to national economic sectors by regions.

Chart 4 illustrates the changes of the annual inflation-adjusted GDP per
capita in all three national economic sectors in the North-Hungarian region as
compared to1995.

On the basis of chart 4 it can be established that not only the production
capacity of the agricultural sector decreased, but also the efficiency of produc-
tion dropped very significantly as opposed to the production efficiency im-
provement of the industry and the tertiary sector.
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Table 4 — Shaping of the annual inflation-adjusted GDP per capita according to
national economic sectors by regions

Agriculture Industry Service
: (Thousand (Thousand (Thousand
Regions : : .
HUF/capita) HUF/capita) HUF/capita)
1995 [2001 [2007 [1995 [2001 [2007 | 1995 [2001 2007
Central 99 (87 |63 [129.0|169.8]|204.0|383.8|547.8|713,0
Hungary
Central 304 (26,1 (245 |131,5/192,8(251.0(175.8(212,1|243.6
Dunantl

West Dunantal (37,2 24,4 |28,3 |148,5|206,7]238,5[198,8(249,4|281,8
South Dunantual (41,6 (36,8 32,3 [87,9 199,0 [103,1(177,2]203,9]|244,8
North Hungary (23,9 (16,0 [14,9 [99,3 |116,0(143,0(147,3|163,1|198,4
North Alfold 39,2 (32,3 29,5 |76,3 (94,1 |104,1|154,7(178,3|217,3
South Alfold 53,0 (42,3 |41,1 |91,2 (93,7 |102,1|172,7(188,01229,3
Hungary 29,9 124,0 (22,2 (110,4]140,3|166,6(229,91293,5(370,0
Source: own compilation on the basis of the CSO figures, 2011
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Chart 4 — Changes of the annual inflation-adjusted GDP per capita in the North-
Hungarian region as compared to 1995

Source: own compilation on the basis of the HCSO data, 2011

Summary

In this publication I analysed the tendency of the number of people em-
ployed by enterprises that operate in the counties of the North-Hungarian region
and the development of the GDP produced by such enterprises according to con-
solidated national economy sectors, by comparing it to the changes of the Hun-
garian spatial economic structure.
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On the basis of the analysis we can state that a similar tendency is observ-
able concerning the shaping of both the number of employed and the GDP in a
breakdown according to the consolidated national economic sectors.

In the surveyed period the proportion of people employed by enterprises
operating in the agricultural and industrial consolidated national economic sec-
tors decreased, whereas in the tertiary type sectors an increase shows.

On the basis of my study we can state that the GDP produced by enter-
prises grew in all three consolidated national economic sectors, however, the
growth was the smallest in the agricultural consolidated national economic sec-
tor, which might be the result of the largest decrease in the number of employed.

Significant difference between the Hungarian and the North-Hungarian
average was that the decrease in the number of employed was larger, while the
GDP growth was smaller in the North-Hungarian region as compared to Hun-
gary as a whole.

Concerning the annual inflation-adjusted GDP the significant loss of
ground of the agricultural sector can be clearly established both in the Hungarian
and the North-Hungarian spatial economic structure.

Such significant loss of ground of the agriculture may be one of the rea-
sons of the current indebtedness of the Hungarian economy, because the GDP
decrease of the agriculture couldn't be compensated by the GDP increase of the
industrial and tertiary sectors to the same extent to which the state debts grew.

On the basis of the above it can be established that in the North-Hungarian
region, and also in Hungary, the share of the manufacturing industry decreased
while the share of the tertiary industry increased. As the result of this, the possi-
bility of the economic instability increased, because the role of industries that
ensure the stability, primarily of those bound to place and capital equipment,
diminished and the role of the easy-to-mobilise tertiary industry appreciated.
Thus, the region's economic development can only be ensured on the long term
by means of economic development policy inciting continuous investments.
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