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Demographic Transition of Three Populations
in Two Countries — The Population of Romania
and Hungary Compared*

Zsolt Spéder

Director
HCSO Demographic Research
Institute

E-mail: speder@demografia.hu

The main goal of our study is to describe and to in-
terpret the selected features of demographic behaviour
after the regime change. We compare two countries
and three populations — the Hungarians in Hungary,
the Romanian population, and the Hungarian popula-
tion living in Transylvania. We are interested in simi-
larities and differences in fertility trends, partnership
behaviour, such as marriage, cohabitation, and divorce.
Dissimilarities in the social changes and economic de-
velopment are also outlined. We focus on structure
versus culture since the Hungarian population lives
within the Romanian institutional settings and under
Romanian socio-economic circumstances but, at the
same time, they have strong cultural ties with Hungary
too. Using vital statistics, we are able to show that the
trends of fertility behaviour of the Hungarians in Tran-
sylvania is closely related to the Romanian general
tendencies, however, several deviations can be also
identified. Our study serves as a first step in examining
the comparison between Romania and Hungary to-
gether with the behaviour of ethnic minorities.
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4 ZSOLT SPEDER

We are not short of papers studying the demographic behaviour of the Hungar-
ian population, even that of Hungarians living beyond the borders. In the last decade,
numerous comprehensive analyses were prepared in the latter topic (for example
Csata—Kiss [2007], Veress [2002], Kiss—Gyurgyik [2009]), and continuous re-
searches are being conducted on the stratification of the population as well (Veress
[2003]). There are a large number of thematic studies on (out)migration (Gédri—Toth
[2005]), as well as on migration intentions, the ethnic composition of marriages and
the changes of the latter (Horvath [2004]). We cannot be dissatisfied with the explo-
ration of the conditions in Hungary either, since newer and newer papers are pub-
lished on fertility, changes in couple relationships, divorces, ageing, health condi-
tions and migration (Sik [1994], Bukodi [2004], Spéder—Kamards [2008]). Even an
estimation of the total Hungarian population has been prepared recently.

However, there are not plenty of researches where the Hungarian population in
Transylvania is studied in a “multiple context”, namely is compared with the Roma-
nian and the Hungarian society at the same time. We believe that such kind of com-
parison could be advantageous not only in understanding the behaviour of the Hun-
garian population in Transylvania, but also could provide new insights into the
demographic changes in the two neighbouring countries, and can give us also some
important theoretical lessons. Indeed, such kind of research can contribute to under-
standing the role of structure (the Romanian institutional setting, structural circum-
stances) and culture (Hungarian language use, Transylvania everyday culture) in
shaping demographic behaviour.

Demographers are inclined to disregard that the key events of life — birth, moving
out of the parental home, marriage, divorce, migration, and out-migration — occur in
a given social, economic, and institutional context, and a definite cultural space.
Nevertheless, there are an increasing number of studies, which call attention to the
determinant role of the institutional systems, structure, and culture. (Buchanan
[1989], Thornton—Philipov [2009]) It is justified to classify also our study among
them. The Hungarians living in Romania within the Romanian institutional settings
are players of the Romanian labour market, and their behaviour (intentions, deci-
sions, social practice) is embedded in the Romanian social structure. However, they
are linked in various ways with Hungary, and the cultural characteristics of the Hun-
garian population in Transylvania and in Hungary are almost the same. From our re-
search perspective, especially those elements of the culture are of importance that
shape everyday life and social praxis, especially demographic behaviour (see Reh-
berg [2003]).
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DEMOGRAPHIC TRANSITION OF THREE POPULATIONS IN TWO COUNTRIES 5

This study can be considered as a “background paper” for a research program that
compares Hungarians living in Hungary and in Transylvania with the Romanian
population. Here we outline the basic social, economic and institutional contexts
(Sections 1 and 5) and — using vital statistics — describe the basic tendencies of
demographic behaviour in the three populations (Sections 2—4). Since we are inter-
ested in the first half of the life course, we limit ourselves to the trends of fertility,
partnership, and touch only migration in the description of population development.

The Generations and Gender Program and as one of its pillars the Generations and
Gender Survey (GGS) are ideal frameworks for carrying out research programs, and
thus they were so in the case of data collection of both Hungary and Romania.' For the
sake of a more detailed analysis of the Hungarian population in Romania, a separate
data collection was initiated and accomplished in Transylvania. The first wave ques-
tionnaires of the GGS (see Vikat et al. [2005]) and the Hungarian “Turning Points of
Our Life Course” Panel Survey (Spéder [2001]) were adapted to the Transylvanian
situation. Due to financial constrains, we interviewed only the young (1845 year-old)
population in Transylvania, although in the GGS the total adult (18—75 year-old) popu-
lation is targeted. Contrary to the earlier investigations in Transylvania, we applied a
two-stage sampling (visiting addresses, data collection), and the selection criterion for
becoming a sample member was the following: “those people are Hungarians who un-
derstand the questions of the questionnaire and are able to answer them”. According to
our knowledge, we obtained this way a sample representing the Hungarian population
of Transylvania in respect of our research better than the former ones.

Finally, we would like to give an account of the accomplishment of comparing
the Hungarian populations living in Hungary and in Transylvania (see Spéder
[2009]). Papers were published on partnership and fertility behaviour (Pongracz
[2009], Spéder—Kiss [2009], Spéder—Veress [2009]), divorce and separation (Féld-
hazi [2009]), as well as on leaving the parental home (Murinko [2009]). The socio-
economic comparisons included the topics of stratification (Monostori—Veress
[2009]) and Roma ethnicity (Kapitany—Kiss [2009]). Specific studies targeted only
the situation (for example etnocultural reproduction (Horvath [2009]), migration
(Géodri Kiss [2009])) of the Hungarians in Transylvania or described the methodo-
logical issues of the Transylvanian data collection. This paper is based on the intro-
ductory chapter of our research report titled “Parallels. Hungarians in the Mother
Country and in Transylvania at the Turn of the Century” (Spéder [2009]).

Our main goal is to describe and to interpret some crucial elements of the demo-
graphic behaviour after the regime change. Meanwhile, we concentrate on the analysis

! For the concept of the Generations and Gender Survey, see Vikat et al. [2005]. Data collection in the par-
ticipating countries was launched in different time. Hungary has its first wave in 2000-2001, Romania in 2004.
In this paper, our analysis is based on vital statistics.
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6 ZSOLT SPEDER

of the present situation even if the factors of the late socialist era continue to exert an
influence in several respects. According to our intentions, we are dealing with the past
only if it is indispensable for understanding the present situation. We are addressing
similarly the social context: we cannot aim at the comprehensive comparison of the
Hungarian—Romanian situation and within that at the analysis of the circumstances in
Transylvania, as this is beyond our possibilities. At the same time it is essential to out-
line — even if roughly — some specific features of the regime change in Hungary and in
Romania and those characteristics of the social and economic transition.

1. Regime change in Hungary and in Romania

The political and economic system in Hungary and in Romania being the subject
of our research can be considered essentially the same — democratic competition,
market economy based on private ownership —, and it is widely known that both
countries are on their way of transition from socialism to capitalism and are on the
periphery of the European centre of the global economy. At the same time, we can-
not consider them equal either in respect of the starting situation or the way of transi-
tion, as a consequence of which the social order of the two countries, which were
both already EU members at the time of our study, cannot be regarded the same ei-
ther. In the present study we will rather focus on the specific features (differences),
but we will by no means neglect the basic similarities characteristic of the two coun-
tries.

1.1. Objectives, tools, circumstances

At the time of the political transformation, which started in 1989/90, there was a
mutual understanding that the socialist regime was untenable. Even if there were de-
bates about the way, extent and nature of changes, it was agreed that the goal of the
transformation was the Western social system: competitive private sector, function-
ing political democracy, welfare. The way of realization depended of course on sev-
eral external and internal factors, such as the power relations of the ruling elite
groups, the distance from the centre in Western Europe, the long-term trends of eco-
nomic development (state of economic development and structure), cultural tradi-
tions and last but not least the expectations of the international organizations (EU,
World Bank, IMF, etc.) “being at the birth” of the transition (Janos [2003], King—
Szelényi [2005], Kornai [2005], Sztompka [2000], Zapf[2002]).

HUNGARIAN STATISTICAL REVIEW, SPECIAL NUMBER 14



DEMOGRAPHIC TRANSITION OF THREE POPULATIONS IN TWO COUNTRIES 7

1.2. Characteristics of the new system

We agree with those who are of the opinion that there may be significant differ-
ences in respect of the “paths” and “destinations” of the transition. According to the
typology developed by King and Szelényi, the transition observed in the two coun-
tries cannot be classified in the same category (King—Szelényi [2005]). They distin-
guish three typical paths of the transition from socialism to capitalism: capitalism
without capitalists, political capitalism built from the top down and hybrid capitalism
built from the bottom up. Out of the three different formations, Hungary (together
with the Czech Republic and Poland) can be classified in the first one, Romania (to-
gether with Russia) in the second one, while the third one is represented by China.

The main characteristic of the Hungarian transition — according to King and
Szelényi — is the coalition of the technocrats and the intellectual groups, which hin-
ders the former party/state nomenclature (elite) from becoming the hegemonic par-
ticipant of the privatization (as for example in Russia). Instead, foreign capital at-
tracted by wage advantage, closeness to Western Europe and the relation network of
technocrats dominates privatization, but we should not forget the aspects of security
policy in the EU either (Janos [2003]). This way of privatization was accompanied
by an economic/organizational/technical expertise, which caused that the necessary
deindustrialization (the disintegration of the non-competitive industrial structure)
was followed by a period of new industrialization. The newly developed industrial
sector is export-oriented and produces for the central Western European markets.
The role of the state has not fully disappeared either: though it narrowed considera-
bly, it still plays a significant part in ensuring public infrastructure and in the repro-
duction of human resources (King—Szelényi [2005]).

In the capitalism built from the top down, where also the transition in Romania
can be classified, the former nomenclature (elite) plays a key role in the transition
and more precisely in privatization as well. The inflow of direct investment is less
lively than in the other two types, actually a shortage of capital and investment is
characteristic. So it is more difficult to renew the economic structure in which the
primary branches (exploitation and raw materials) came to the front, barter trade
among corporations is very frequent. Due to the weak regenerative capacity of indus-
try, the process of re-ruralization is typical. Because of the shortage of work and
money, small-scale subsistence farming and household production strengthen. Eco-
nomic integration and capital inflow are hindered by the fact that the government
does not invest enough resources in the training of human capital due to the low
budget revenue (King—Szelényi [2005]).

Naturally, it is not presumable, and we do not think either, that the transformation
of the two countries to be compared can be fully described by the former types, as
real processes are always of “mixed nature”. It is however important to refer to the
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8 ZSOLT SPEDER

differences in the course of investigating social structures, even if the full EU mem-
bership of both countries can be considered the “guarantee of homogeneity”.

1.3. The performance of the economy

When qualifying the results of transition, the change in living standard — depend-
ing obviously on the economic performance — has a prominent role. The social sys-
tem has lost its legitimacy just because of its unsuitability in this respect, as, the de-
velopment of welfare in a wider sense is one of the most important criteria of legiti-
macy in the modern welfare states as well (Janos [2003]). In all the countries con-
cerned, the change over to market economy occurred along with stopping inefficient
economic activities, and, as a consequence, with an economic decline and a decrease
of incomes and consumption. A growth started only in the middle — at the end of the
1990s, but with a shift in time and at a different pace. For evaluating this social trans-
formation within a country, it is enough to examine the changes in economic per-
formance in many considerations, but if two countries are involved, it is advisable to
survey the difference in the level of welfare as well.

For the accurate comparison of the economic performance and level of welfare in
the different countries, data calculated at constant prices, which take into account wage
costs and price structure as well, are needed. We used the historical statistical data of
Madison [2006] for this purpose. These are suitable for describing both dimensions at
the same time.> According to these data, right before the regime change, the economic
performance per capita was in Hungary 1.75-fold of the one in Romania.® In the first
half of the 1990s, there was a decline in both countries, and then, in the mid-1990s a
growth started slowly (see Figure 1). While this process was unbroken till the begin-
ning of the first decade of the new millennium in Hungary, and it even accelerated at
the end of the 1990s, Romania suffered again a decline and stagnation (compare Stan-
culescu [2009]), and the next growth phase appeared only around the turn of the mil-
lennium. According to the calculations of Eurostat, in 2005, the economic performance
of Hungary was 63 percent, while that of Romania 35 percent of the EU27 average
(Eurostat [2008]). Based on these, at the time of our investigation, the difference be-
tween the levels of welfare was slightly larger than in 1989 (1.8-fold).*

? Madison gives both GDP and GDP per capita in 1990 Geary—Khamis dollar.

3 GDP per capita calculated on constant prices was the highest in 1988 (7 031 dollars) in Hungary and in
1986 (4 215 dollars) in Romania; it has been continuously decreasing since then.

* Though it is irrelevant in respect of comparative analyses, as they compare the circumstances and
behaviour of Hungarians in 2004—2005, we have to remark that in the second half of this decade, when GDP
stagnated in Hungary, it grew significantly in Romania, and the difference between the two countries was only
1.53-fold in 2007 (Eurostat [2008] p. 3.).
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Figure 1. Changes of GDP in five Central Eastern European countries
(constant dollar)
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Source: Madison [2006] p. 481.

With respect to the changes in the living standard of the Hungarian population in
Transylvania, a good starting point can be the examination of trends in GDP in the
different regions of Romania. In regional differences, two phases can be distin-
guished: in the first period between 1990 and 1998, the proportion of industrial pro-
duction in GDP in the given region was the determinant. The decline was namely the
strongest in industrial zones, which were in privileged situation earlier. However, the
dissimilarities were not apparent between Transylvania and the Regat (Romanian
Old Kingdom) but rather on the level of smaller regional units (counties). There was
an above the average decline in Bucharest, Prahova county and in the district of
heavy industry and mining in Southern Transylvania (Brasov, Hunedoara, Caras-
Severin counties). The counties in Northern Transylvania populated by Hungarians
to a larger extent were less industrialized, so these Hungarian-populated areas of
Transylvania felt the decline less than the average (Constantin et al. [2003]). In the
second period, from the end of the 1990s, when the role of foreign capital became
more intensive in Romania as well, the situation of the (former industrialized) re-
gions with better infrastructure supply became more advantageous. The growth in
Bucharest is far above the average, and it was significant — even if to a smaller extent
— in Banat as well. The growth in the Northwest region was equal to the average in
which the development in Cluj Napoca has the key role. In this region, the areas be-
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10 ZSOLT SPEDER

longing to the Partium (“parts” of the former Kingdom of Hungary) — Satu Mare, Bi-
haria, Salaj — performed much below the average. The growth in the Center region
where Hungarians mostly live was below the national average on the whole. The in-
dicators of Tinutul Secuiesc (Székelyfold) are even much more disadvantageous than
the average. On the whole, the relative situation of the Hungarian-populated area
probably worsened compared to 1989. However, this deterioration appeared after
1998 and cannot be attributed to the disintegration of the industrial structure but to
the fact that economic renewal reached these regions less.

Figure 2. Changes of GDP between 1998 and 2006 by regions
(1998=100 percent)
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Source: Eurostat.

1.4. Social inequalities, integration

The transformation of the economic structure has numerous negative conse-
quences. One of them is the increase of social inequalities, which occurred mainly in
the 1990s in Hungary, and following the turn of the millennium, we can speak rather
about stabilization (76th [2005]). This process took place in Romania as well, where
it was presumably also the most dynamic at the beginning of the transition (Stan-
culescu [2009]). This is suggested by the fact that at the beginning of the 1990s, the
inflation in Romania was multiple of the one in Hungary (compare Madison [2006]
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p. 374.), and it is widely known that inequalities increase in inflationary periods.5
According to the data of Eurostat, in 2001, the gaps between the bottom and top in-
come quintiles were 3.4-fold in Hungary, while 4.6-fold in Romania (Eurostat
[2008] p. 69.).

As indicated by the preliminary results of an investigation in 2008,® income ine-
qualities are lower among the Hungarian population in Transylvania than among the
total population of Romania. This can be attributed to two factors: on the one hand, the
proportion of Hungarian people belonging to the top income group is lower than the
average. It coincides with the result of the census in Romania, which showed that
among Hungarians in Transylvania the proportion of those working in the financial or
the economic service sectors as well as in administration is much lower than the aver-
age. On the other hand, despite the lower average income, the proportion of the poor,
socially excluded people is also lower than in the Romanian population. The smaller
proportion of poor people may be in connection primarily with the situation of Hun-
garians living in villages relatively better than the average in the Romanian villages.

2. Fertility

In the former socialist countries, an overall change in the demographic behaviour
began after the regime change. The model of “early marriage, early child-bearing”
prevailing earlier universally began to disintegrate; young people form their first
couple relationship and have children at a higher and higher age (Sobotka [2008]). In
Western Europe, this process has prevailed already since the 1970s, and even ended
in many countries (Frejka—Sobotka [2008]), but in the majority of the former social-
ist countries it is still lasting (Spéder [2009]). Among the explanatory factors of the
change, the expansion of education, the transformation of values (individualization),
the increasing instability of couple relationships, the financial—institutional changes
resulting from the regime change are usually referred to, which all brought uncertain-
ties in the life of the people. It is mentioned less frequently, but it has a special im-
portance in our case, that essential changes occurred in the institutions of family pol-
icy. As a consequence of all these factors, the total fertility rate (TFR) characteristic

5 We cannot state that inflation directly increases inequalities, but that social groups in more favourable
situation can assert their advantages over weaker ones more easily in an inflationary environment, as inflation,
as a type of “social curtain” conceals the strengthening of differences. (Inequalities increase so that nominal
wages rise everywhere.)

¢ Tamas Kiss’s personal information based on the investigations “Demography, stratification, use of
language” and “Relations of ethnic groups and tolerance”.
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of the different periods fell very low: in the middle of the first decade of the new mil-
lennium, at the time of our data collection, it was around 1.3 in all the former social-
ist countries which joined the European Union. With the knowledge of the previous
general tendencies, it is worth examining separately the changes of TFR in Hungary,
Romania and, within that, in Transylvania.

In the years preceding the regime change, total fertility rate was unambiguously
higher in Romania than in Hungary (see Figure 3). This was decisively due to the
fact that from 1967 to 1989 the demographic policy was based on very strong prohi-
bitions in Romania (compare Kligman [1998], Kiss [2009], Muresan et al. [2008]),
which imposed strict sanctions on abortion and did not let up-to-date contraceptive
means in the market. Nevertheless, fertility showed strong fluctuations depending
always on the practical enforcement of this policy (Kiss [2009]). The volatility of the
Hungarian social policy can be demonstrated in the changes of fertility too, though it
applied first of all stimulating and not prohibiting means (Spéder—Kamardas [2008]).
The fertility behaviour of the Hungarian population in Transylvania followed the
trends in Romania, though, according to estimations, their fertility rate was always
lower than the national rate.

Figure 3. Total fertility rate in Hungary, Romania and among Hungarians in Transylvania between

1965 and 2006
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Source: Vital events data, own and Tamas Kiss’ (Hungarians in Transylvania) calculations.
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Following the regime change, TFR fell from 2.2 to 1.6 from one year to the next
in Romania. (Similar decrease occurred perhaps only in the German Democratic Re-
public (Zapf~Mau [1993]).) Also the fertility of Hungarians in Transylvania followed
this trend. The evident reason for the sudden decrease is that the direct regulation of
contraception stopped and the prohibition on abortion was abolished. In Hungary, the
decrease began later and was gradual, and TFR showed even a slight increase until
1991. Since the mid-1990s, total fertility rate has been around 1.3 in both countries.
The same can be said about the fertility of Hungarians in Transylvania, but the latest
data indicate that in their case, fertility probably began to increase and/or delay
ended/slowed down.

The low level of fertility over nearly ten years is misleading in some respects, as
its direct reason is that young people of fertility age expect their first and then further
children later. If they gave birth to the same number of children at an older age, TFR
would (could) reach the earlier level. This is, however, hardly possible, especially in
Romania.

Delay of childbearing is well demonstrated by the average age of women at the
birth of their first child and by the number of births per thousand women of corre-
sponding age. The first indicator is available only for Hungary and Romania, while the
second one is accessible from the year 1994 for the Hungarian population in Transyl-
vania as well. Concerning the average age, the trend is divergent in the two countries.
The one-year difference, which was typical at the turn of the 1990s, increased to more
than two years by 2005 (see Figure 4). Since TFR is the same in the two countries, we
can conclude that in the decrease of the indicator, delay has a smaller, while giving up
childbearing plays a larger role in Romania than in Hungary.

The number of live births per thousand women of the corresponding age (see
Figures 5a—5c) reflects the same tendencies but in more (age-specific) details, and
due to this, the changes in the fertility can be examined for the Hungarian population
in Transylvania as well. It is true for all of the three populations that fertility of the
age-group 20-24 decrease radically; that of people aged 25-29 fall slightly and then,
at the end of the observed period it is stagnant, while that of the 30-34 year-olds
stagnates and after the turn of the millennium begins to increase slowly. Due to the
decrease in the willingness to have a child among people aged 20-24, the fertility of
the age-group 25-29 is the highest in all of the three populations: the typical child-
bearing age shifted from the early to the late twenties.

It seems, however, that there is a difference in respect of the levels and the dy-
namics. Right before the regime change, the number of births per thousand women
was higher in each age group in Romania than in Hungary. The difference was the
most significant among the youngest people: in the age group 15-19 one and a half
times, while among 20-24 year-olds one-fifth more children were born. Similarly to
the Romanian figures, the rates typical for the Hungarians in Transylvania at that
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14 ZSOLT SPEDER

time — about which we have no accurate information — presumably exceeded the
ones in Hungary.

Figure 4. Average age at the birth of the first child in Hungary and in Romania between 1985 and 2006
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In the observed one and a half decade, this relation turned in some age groups.

At present, among 20—24 year-old people, the willingness to have children is still
higher in Romania and Transylvania, but in the age group 25-29 it was nearly the
same in 2005 in the three populations. Among 30-34 year-old people, the chance of
having a child is one and a half times higher in Hungary than in Romania and Tran-
sylvania. On the whole, the number of births per thousand women aged 1549 years
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is the highest, even if only minimally, among the Hungarian population in Transyl-
vania.

The number of extra-marital births rose significantly both in Hungary and in Ro-
mania. In the first it increased from 15 to about 40 percent in the observed period,
while in the latter it grew from 4-5 percent of 1990 to 30 percent. Thus, stronger dy-
namics characterized Romania, since the rate increase was at least six-fold there as
opposed to about three-fold growth in Hungary. Concerning the Hungarian popula-
tion in Transylvania, we do not have relevant data.

The formerly detailed topic of births leads to the next theoretical unit, the change
in marriages, for which we also have comparative data.

3. Couple relationships: marriages, cohabitation, divorces,
ethnic reproduction

The demographic changes, which started in the 1970s in Europe, were mani-
fested in the transformation of couple relationships, the expansion of cohabitation
and a reduction in marriages (Lesthaghe [1995]). Similar processes began in Cen-
tral Eastern Europe as well, but the changes in respect of couple relationships can-
not be considered uniform (Sobotka—Toulemon [2008], Spéder [2009], Hoem et al.
[2009]). There are significant differences between Hungary and Romania as well if
we examine the classical demographic indicators. According to the total marriage
rate, which presents what percentage of the given population will marry in the
course of their life on the basis of the marriage frequency in a given year, half of
the population in Hungary and seven tenth of that in Romania can be expected to
get married (see Figure 6). It must be known that this indicator is also biased due
to the delay, and this phenomenon is stronger in Hungary (Bongaarts—Feeny
[2006]). Despite this, we assume that in Hungary, fewer young people of today will
get married later than in Romania. This hypothesis is supported also by the fact
that cohabitation is less widespread in Romania.

Unfortunately, total marriage rate cannot be calculated for the Hungarian popula-
tion in Transylvania, we can only estimate it. We can determine, however, the crude
marriage rate. According to the analyses of researchers in Cluj Napoca (Kiss [2009]),
it can be definitely stated that willingness to get married is lower among Hungarians
in Transylvania than in the whole of Romania (see Figure 7). It must be stressed par-
ticularly that a Romanian regulation issued in 2007 in favour of those who get married —
a one-time assistance of EUR 250 — raised considerably the proportion of people getting
married in the given year (Kiss [2009] p. 77.).
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Figure 6. Total marriage rate in Hungary and Romania between 1988 and 2004
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Figure 7. Crude marriage rate of the Hungarian population in Romania and of the total Romanian population
between 1992 and 2007
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There are significant differences in respect of the willingness to divorce as well.
According to estimations, 40—45 percent of married people get divorced in the course
of their life in Hungary, while this proportion is around 30 percent in Romania (see
Figure 8). We do not have separate data for Transylvania in this respect.

It is worth briefly touching upon the effect of couple relationships on fertility.
Many assume — and we also believe — that the increasing uncertainties of this kind of
relationships contribute to the decrease in fertility. This connection may be true in
case of certain social groups, but the Hungarian—Romanian comparison of essential
indicators does not confirm this. Though in Romania, more people get married and
fewer get divorced, fertility is not higher there than in Hungary. It is of course not the
matter of causal relation, presumably other factors play predominant role in it. How-
ever, it is worth laying down that the earlier close connection between marriages and
fertility on macro-level became loose (Billari [2005]).

Figure 8. Total divorce rate in Hungary and Romania between 1988 and 2004
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In Transylvania, a separate school was established within the scientific research
of couple relationships, which deals with marriage homogamy.’ It is understandable,

7 Hungarian research, of course, also addresses the homogamy of marriages in respect of nationality (for
example Toth—Veékds [2008]), but this study doesn’t analyse this subject, as the survey “Turning Points of Our
Life in Hungary” does not cover it.
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as this phenomenon has a cardinal role in ethnic reproduction (Varga [2002],
Szilagyi [2004], Horvath [2004], Kiss—Gyurgyik [2009]). In the opinion of research-
ers in Transylvania, marriage heterogamy is one of the key-factors of assimilation
mechanism. According to their results, the proportion of homogamous marriages is
four fifths: 81.2 percent of Hungarian men and 79.7 percent of Hungarian women
married Hungarians (Horvath [2004], Kiss [2009] p. 85.). We cannot state of course
that people born in mixed marriages identify themselves by all means with the ma-
jority nation: their identity depends on whether the wife or the husband is of Hungar-
ian nationality, what their language—minority environment is like, etc. Furthermore,
we must reckon with dual identity and identity change within generations as well
(Szilagyi [2002]). We can only indicate here the stressed relevance of this topic in
Transylvania.

4. Out-migration

In the two countries, the net migration was of opposite sign in the last two decades:
in Hungary immigrants, while in Romania emigrants were in majority. The reason for
the latter fact was not only or primarily, that in the last two decades, ten thousands (ac-
cording to estimations nearly 150 thousand between 1988 and 2006) of Hungarians liv-
ing in Transylvania left Romania and moved to Hungary. The number of people mov-
ing abroad from Romania (temporarily) and living there is namely around a million.
According to Sandu’s estimations [2006], in 2002, 777 thousand Romanian citizens
worked temporarily abroad, and another 250 thousand left Romania forever between
1990 and 2003. The out-migration of Hungarians from Transylvania is only a small
proportion of that of the total out-migration from Romania, but it has serious signifi-
cance for the Hungarian population, especially if we take into account that migrants are
usually younger than the average. (It is true even if in the last period, just the out-
migration of the elder Hungarian population living in Transylvania became stronger.)
Romania (and Transylvania) is in any case a sending country and population. The dif-
ferences in the welfare level of Romania and the Western European host countries as
well as in that of Hungary and Transylvania surely play a key-role in this process.
However, Hungary is a host country, mainly due to the great number of Hungarian
immigrants from the neighbouring countries, especially from Transylvania. At the
same time, Hungary is not the only target country for Hungarians in Transylvania, and
the immigrants in Hungary are not only from Transylvania. The differences in in- and
out-migration by countries are much tinged, which is the subject of numerous studies
(T6th [2003], Godri—Toth [2005], Sik [1994], Sandu [2006]).
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5. Different family policy regimes

The regime change did leave no earlier institution system (thus family policy) un-
touched. On the one hand, it can be considered a general trend in Central Eastern
Europe that entitlements were curtailed, re-distribution in favour of lower social
groups was forced and the real value of supports decreased (through inﬂation).8 On
the other hand, entirely different family policy regimes developed in Hungary and in
Romania, mainly due to the differences in the earlier institutional systems.

Following the change of the political system, Romania broke up with the restric-
tive population policy of Ceausescu. So, it is not a coincidence that raising any as-
pects of population policy was taboo for a long time, and though demographers indi-
cated the problem of low childbearing already at the end of the 1990s (Gateau
[1997]), substantial measures were hardly taken (Muresan et al. [2008]). At the time
of our investigation, the maternity leave of insured women was six months and they
got 85 percent of their earlier salary over this period. After this, they could be on
childcare leave for two years, and they get RON 800 (EUR 230) assistance. If the
mother returns to work before the expiry of the child raising support, she gets RON
300 (EUR 85) wage supplement for the time of her eligibility for child raising sup-
port (Muresan et al. [2008]).

The regime change in Hungary was not followed directly by the transformation of
family policy. Family allowance was made universal and its amount was raised by
the last communist government in April 1990 due to the abolishment of price sup-
ports depending on the number of children. The Antall government handled the ques-
tion of population growth as a matter of priority and made efforts to maintain and
supplement the system, for example by introducing childcare benefit in 1993. The
turn was brought by the “Bokros package”; since that time there have been endless
political debates about it, and the changes have been continuous and essential (/g-
nits—Kapitany [2006], Gyarmati [2008]). While the changes carried out in the
framework of the Bokros package made family assistance dependent on income, the
comprehensive act of the Orban government restored the universality of certain ele-
ments (family allowance, childcare allowance), extended the system with tax allow-
ance, and reinforced childcare fee compensating income loss. The socialist govern-
ments succeeding from 2002 strengthened the principle of universality, cut down the
supports connected to taxing capacity, and kept continuously the idea that the family
support system serves to handle poverty.

Following the regime change, the real value of family allowance fell in both
countries (Gabos [2005], Muresan et al. [2008]). In Hungary, the wage-proportional
childcare fee compensating income loss — which is due until the second birthday of

8 There are of course opposite examples as well (for example Slovenia (Stropnik et al. [2008))).
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the child — was in force except for the period of 1995 and 1998. Childcare allowance
was first subject to insurance legal relationship, then to defined income limit, and fi-
nally it became universal.

6. Concluding remarks

The main goal of our study was to describe and to interpret the selected features
of demographic behaviour after the regime change. We compared two countries
(Romania, Hungary) and three populations (the Hungarians in Hungary, the Roma-
nian population and the Hungarian population living in Transylvania). We were in-
terested in similarities and differences in fertility trends, partnership behaviour, such
as marriage, cohabitation, and divorce. Differences in the social changes and eco-
nomic development were also considered.

Although both countries followed the way from communism to market economy
and democracy, we agree with those who are of the opinion that there may be sig-
nificant differences in respect of the “paths” and “destinations” of the transition, and
Romania and Hungary do not belong to the same cluster of countries in this regard.
According to the accurate measurement of Madison [2006], there are decisive differ-
ences especially in the level of living between the two countries, and the populations
living in them. Based on these data, right before the regime change, the economic
performance per capita was in Hungary 1.75-fold of the one in Romania.

Concerning demographic trends, in the years preceding the regime change, total
fertility rate was unambiguously higher in Romania than in Hungary. This was
mainly due to the fact that from 1967 to 1989 the population policy was based on
very strong prohibitions in Romania, which imposed strict sanctions on abortion and
did not let up-to-date contraceptive means in the market. The fertility behaviour of
the Hungarian population in Transylvania followed the trends in Romania, though,
according to estimations, their fertility rate was always lower than the national rate.
Following the regime change, TFR fell from 2.2 to 1.6 from one year to the next in
Romania. Also the fertility of Hungarians in Transylvania followed this trend. The
evident reason for the sudden decrease is that the direct regulation of contraception
stopped and the prohibition on abortion was abolished. In Hungary, the decrease be-
gan later and was gradual. Since the mid-1990s, total fertility rate has been around
1.3 in both countries (Muresan et al. [2008], Spéder—Kamardas [2008]). The same can
be said about the fertility of Hungarians in Transylvania.

Stronger differences could be identified in partnership behaviour. On the one
hand, popularity of marriage (compare total first marriage rate) in Hungary is much
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lower than in Romania, on the other hand, divorce propensity is higher in Hungary.
According to estimations, 40—45 percent of married people get divorced in the course
of their life in Hungary, while this proportion is around 30 percent in Romania. Al-
though we do not have separate data for Transylvania, the figures for people living
there are probably closer to the Romanian ones. These results direct our attention to
the “questioning” of the assumed relation between childbearing and partnership.
Many assume — and we also believe — that decreased marriage propensity and in-
creased willingness to divorce will contribute to lower fertility. This correlation may
be invariably true in the case of certain social groups but it is not confirmed by the
Hungarian—Romanian comparison of essential indicators. Though more people get
married and fewer get divorced in Romania, fertility is not higher there than in Hun-
gary.

We regard our study as a first step to compare Romania and Hungary and also to
take the behaviour of ethnic minorities into consideration. Our results, which are
based on data analyses using official and vital statistics, show several similarities but
also some differences. This justifies further research on demographic transition of
different populations. Surveys such as the GGS containing socio-economic charac-
teristics and ideational features (values, attitudes) of the social groups in the two
countries may enable deeper insight into the demographic transition that started with
the regime change and is still ongoing today.
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Although it is less researched than corporate and national competitiveness, re-
gional competitiveness is also a relevant notion. The study addresses the latter sub-
ject. Using the pyramid model (Lengyel [2000]), it evaluates the competitiveness of
the seven Hungarian NUTS 2 regions in two periods (2000/2001 and 2007/2008).
Our aim is to observe the changes by exploring the strengths and weaknesses of the
individual regions. Reviewing the available literature, we make a thorough examina-
tion of the various, micro and macro level definitions of competitiveness with par-
ticular emphasis on highlighting the special aspects of regional competitiveness. We
concentrate on five areas (research and development, foreign direct investments
(FDI), the development of human capital and the state of physical infrastructure) and
analyse the competitiveness characteristics of the small and medium-sized enter-
prises (SMEs) sector with the help of several indicators. The data for the calculations
were collected from the web-sites and publications of Eurostat and the Hungarian
Central Statistical Office. For the assessment of the state of SMEs sector, business
tax return data of the Hungarian Tax and Financial Control Administration were
used.

1. Defining competitiveness

In the age of accelerated globalisation, the concept of competitiveness gains more
and more ground both in scientific and everyday life, although it might be difficult to
define it precisely. For instance, competitiveness in sports, culture or arts includes
the suitability to take part in a competition, the realistic chance to win or gain a good
position, but it does not necessarily mean overtaking all the other competitors, get-
ting first position. A similar approach can be applied in the field of economy (Blaho
[2008] p. 132.). As a collective term, competitiveness indicates the capability or ten-
dency to compete under market conditions, the ability to gain and maintain economic
positions in market competition, as shown by an increase in business success, market
shares and profitability (Lengyel [2000] p. 962.). It is a comprehensive economic
phenomenon with several definitions and calculation methods. We cannot talk about
a unified approach in connection with it.

In economy, competition takes place simultaneously among a large number of
participants at the level of commodities, services, production factors, industrial sec-
tors, regions within a country, international regional integration and finally at that of
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global economy. We start the discussion of the various definitions at the lowest level,
and then proceed upwards. Accordingly, the notion of competitiveness is based on
the product, the commodity. This implies merchantability, that is, the product is
needed, it has a market, it is marketable. In parralel, it includes price-competitiveness
where demand and supply meet, since exchange is only possible if the price is suit-
able. Cost competitiveness has to be also mentioned here. It is obvious that a com-
pany can permanently stay in the market only as long as it makes profit, which
makes continuous innovation possible (Botos [2000]). Thus, the competitiveness of a
commodity depends on its price and its physical quality (and the factors determining
these); it can be realised both as an “exchange value” and a “use value” at the same
time. The first means that the seller can make profit on top of the costs, while the
second one indicates that the buyer uses the commodity, finds it useful, and thanks to
it, expects improvement in welfare (Szenfes [2005]). The successful marketing of any
product or service includes the information of potential buyers, suitable market re-
search and marketing activity, so the product level notion of “competitiveness” can-
not be separated from modern marketing techniques.

According to one of the definitions, corporate competitiveness is the ability of a
company to permanently offer the consumers products and services which they are
more willing to buy than the products of the competitors under conditions profitable
for the company, while keeping the norms of social responsibility (Chikan [2008]).
Consequently, corporate competitiveness cannot be narrowed down to the processes
of the real economy, it also includes the company’s contribution to social welfare
(which is undoubtedly difficult to measure). The company has to create value both
for the consumers and the owners at the same time. The condition of the foregoing
facts is that by accomplishing the market competition criteria permanently better
than its competitors, the company shall be capable of perceiving and accommodating
to the environmental and in-company changes (Chikin—Czaké—Kazainé Onodi
[2006] p. 9.). Based on a more detailed definition, approaching from profit rate and
market share, competitiveness of a company means primarily its ability to continu-
ously produce competitive products and services in the sense defined formerly, so
that, on the one hand, the aggregate profit rate will not fall below the average profit
rates of other companies competing in the same market (even after the deduction of
contingent state support and benefits), and on the other hand, its market share (the
turnover on the given market in percent) will not decrease, but grow or at least stag-
nate (Szentes [2005] p. 113.). Since SMEs play a crucial role in a country’s employ-
ment conditions, it is reasonable to apply a special definition for their competitive-
ness. The SMEs sector of a region, country or macroregion can be regarded as com-
petitive if it is capable of a considerable and growing contribution to the rise of eco-
nomic output and employment rate of the given geographical region through its ac-
tivity (Némethné Gal [2010] p. 190.).
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The notion of competitiveness at the level of national economy is more difficult
to define and it is a matter of debate in the literature on competitiveness. Starting
from the micro-level definition, the competitiveness of a nation is marked by its abil-
ity to produce and sell products and services in a way that it improves the nationals’
welfare and the companies’ efficiency (Chikan [2008]). In this approach, the results
of success are, among others, the improving balance of trade, improving export mar-
ket shares' and ability to attract capital, and a better position in the international divi-
sion of labour.

According to the European Commission, “competitiveness is understood to mean
high and rising standard of living of a nation with the possible level of involuntary
employment, on a sustainable basis” (CEC [2003] p. 6.). Based on the definition of
OECD, national competitiveness means the ability of a given country to generate,
while being exposed to international competition, relatively high income and em-
ployment levels (Wysokinska [2003]). Improving competitiveness results in higher
productivity in the long run. According to the most comprehensive definition of na-
tional competitiveness, an economy is competitive if the population’s standard of liv-
ing is high and rising, and the employment rate is sustainably high. To be more pre-
cise, the level of economic activity does not lead to unsustainable balance of trade
and does not endanger the welfare of future generations.

2. Special characteristics of regional competitiveness

The concept of a region is handled differently in various sciences; in economics
we can refer to two things when we use the words, “region” or “regional”. We can
speak about regional integration (for example the European Union, MERCOSUR
constituted by four South American states (Argentina, Brazil, Paraguay and
Uruguay) or the Asian ASEAN (Association of Southeast Asian Nations)). These we
call macroregions to differentiate them from the second type of regions, that is, the
regions inside a given country, which constitute a level between the local and the na-
tional ones. In the course of Hungary’s preparation for the EU-accession, seven
NUTS 2 regions were created, while the county-system was kept. A region is a co-
herent area inside a country, containing more neighbouring settlements or parts of
settlements. (Lengyel [2000] p. 966.). The regional, mesolevel competitiveness can
be defined similarly to the definitions given in the previous chapter. Thus, it de-
scribes the ability of regions to sustainably generate relatively high income and em-

' About the unstable link between the rise in export and competitiveness in Hungary see Botos [2009].
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ployment levels in the face of international (global) competition (Dedkné Gal [2004]
p. 5., CEC [1999]). In this description, high income is shown by the gross domestic
product (GDP) per capita, while the level of employment is indicated by the em-
ployment rate. This approach is the closest to our conception of regional competi-
tiveness.

In short, competitiveness both at micro and macro levels, that is, at the level of
companies, industrial sectors, regions, supra-national regions (mesoregions) means
that sustainable income and profit is realized by the marketing of commodities and
services, which contributes to the growth of economic welfare and employment
(Botos [2000]).

However, there is no agreement in the literature on the relevance of the concept
of competitiveness. Both the national and regional concept of competitiveness were
criticised by Paul Krugman in his classic work (Krugman [1994]). According to him,
the term is too widely used; it is too general and “unscientific”, which is acceptable
in everyday use, but cannot be regarded as a well-founded notion in scientific life; it
is not a macroeconomic category. The concepts linked to the improvement of com-
petitiveness, like real income and rise in the standard of living, are connected to mar-
ketability, especially when we speak about a relatively closed economy. Nations do
not behave and compete like corporations. Uncompetitive companies go bankrupt,
get liquidated, which is unimaginable in the case of a nation. Krugman acknowledges
the competition among states for status and power, but not the economic competi-
tion. For instance, the strengthening of Japan’s status as a result of accelerated eco-
nomic growth does not mean that the standard of living is decreasing in the United
States, in other words, the welfare of a country does not depend on its competitive-
ness in the global market. Economic growth and international trade are not zero-sum
games, but rather positive-sum games, that is, they bring profit to all participants. He
regards the obsession with competitiveness as dangerous for several reasons: it leads
to protectionism, trade wars, and the wastage of budget sources, similarly to the su-
perfluous investments made in the cold war atmosphere of the 1950s. “So let's start
telling the truth: competitiveness is a meaningless word when applied to national
economies. And the obsession with competitiveness is both wrong and dangerous.”
(Krugman [1994] p. 44.) According to him, the expression of competitiveness can be
used as a synonym for productivity, especially in large, less open economies, like the
United States.

Similarly, Porter [1990] dismisses the concept of national competitiveness; it is
marketability that he considers relevant and comparable at the level of national econ-
omy. But he still regards industrial competitiveness as applicable; his famous dia-
mond model is the starting point for industrial analyses.

We believe Krugman’s objections are relevant at national level, but considering
regional competitiveness, protectionism does not exist. We share the view of Andrds
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Bakacs, according to whom competitiveness can also be approached as an abstract,
unobserved notion, which is determined by a group of measurable variables. Taking
only one of them may give an incomplete, misleading picture (Bakdcs [2003] p. 5).

While interpreting the concept of regional competitiveness, we should not forget
that the regional level is situated between micro and macro levels, so we can start
from the micro level, that is, from the companies of a given region, or proceed by us-
ing the macro level concepts of competitiveness (Lengyel [2000] p. 970).

Here, ex post or “realised” and ex ante or “conditional” competitiveness shall be
mentioned. The first one refers to the past performance of the economy using the
well-known economic indicators (for example GDP per capita, relative labour costs,
employment indicators). However, it should not be forgotten that certain indicators
used to evaluate national competitiveness are irrelevant in the case of regional com-
petitiveness. So, certain regions do not have their own exchange rate policy, or
monetary and international trade policies. As opposed to “realised” competitiveness,
the ex ante approach examines underlying conditions, factors necessary to hold on in
our globalised world economy, and not certain indicators or indicator systems of
economic performance. It concentrates primarily on business environment and in-
puts, and less on economic performance (Lengyel [2000] p. 972).

It must be emphasised that the conditions of an individual region are not inde-
pendent of those of others, so each measurement requires comparison. (For example
the compatitiveness of a region may improve due to not only its endeavours but also
to the insufficient performance of the other regions of the country.)

This study aims to explore the competitiveness of the Hungarian NUTS 2 regions
and the temporal changes thereof in the period between 2000 and 2007.

3. Competitiveness of the Hungarian regions

Based on the foregoing discussion, competitiveness is influenced by several de-
terminants. Here, we focus on five underlying factors, using Lengyel’s pyramid
model [2000].

Each of them has an effect on labour productivity and employment rate, and
through them, on the income produced in a region, which determines the standard
and conditions of living of the population in that area. The constantly rising level of
subsistence is one of the indicators of competitiveness, as made clear in the previous
chapters.

We analyse the research and development activity of the regions, that is, their
ability to innovate through expenses on research and development measured in pro-
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portion to the gross domestic product. New technology means competitive advan-
tages for companies. Through the fast introduction of the latest technologies, they
can improve their positions and thus enhance the productivity of the whole region.
Of course, innovation may come from outside the area, but it is still the successful
research and development activity of the given region that is decisive.

The second factor is the regional distribution of foreign direct investments (FDI),
which indicates the ability of the individual areas to attract capital. Through the im-
ports of foreign capital, the region usually gets access to new markets, and labour
productivity improves too. The distribution of new technologies is added as a posi-
tive effect to the ones discussed in the previous paragraph. Foreign companies may
favourably influence SMEs if they employ them as suppliers.

The state of human capital, as the element determining the quality of one of the
production factors, is studied through the proportion of the population with higher
education in the age group between 25 and 64. The last but one factor is the physical
infrastructure, which is described by the data concerning the length of motorways.

Finally, the state of the SMEs sector determining the employment rate is exam-
ined. This sector, being capable of accommodating itself to the dynamic, rapidly
changing economic conditions, is vital to the competitiveness of a region. Small and
medium-sized enterprises generally join a global company as suppliers, and this way,
they appear on the global market directly through that company. The regional SMEs
are evaluated by means of their export performance, productivity and profitability.

3.1. Research and development

Research and development (R&D), that is, the introduction of innovations and
new technologies faster than the competitors, mean competitive advantage; the qual-
ity of R&D can be of crucial importance for competitiveness, both at national and
regional levels. Exploring this activity is not an easy task; it is usually approached
through expenditure in proportion of GDP.

The predominance of the Central Hungarian region containing Budapest is not
surprising, since the most important state and enterprise research centres are focused
here. It has a clear first position throughout the period; in 2000 approximately one-
and-a-half times more than the national value was spent on R&D in this region in the
proportion of GDP. In 2007, this rate somewhat decreased due to an increase at na-
tional level. The rate of R&D expenditure fell below the national average in the rest
of the regions in both of the years. Except for Southern Transdanubia, every single
region managed to increase its R&D expenditure in proportion to GDP between 2000
and 2007, in accordance with the national tendency. It is fortunate that a kind of
equalization took place; the dispersion of R&D expenditure of the regions’ GDP de-
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creased sharply. There have been only minor changes in the order of the regions.
Western Transdanubia moved from the last to the fourth position, while Southern
Transdanubia fell back to the last place.

R&D expenditures given in the percentage of the region’s gross domestic product

Table 1

R&D expenditure in the percentage Re%ional vte)llue Ch in R&D
Regi of the region’s GDP . percerl ange 1n
egion (National average=100 percent) expenditures
(2007/2000)
2000 2007 2000 2007
Central Hungary 1.20 1.33 152 137 1.11
Central Transdanubia 0.36 0.50 46 52 1.39
Western Transdanubia 0.19 0.60 24 62 3.16
Southern Transdanubia 0.39 0.37 49 38 0.95
Northern Hungary 0.22 0.42 28 43 1.91
Northern Great Plain 0.60 0.85 76 88 1.42
Southern Great Plain 0.59 0.84 75 87 1.42
Hungary 0.79 0.97 100 100 1.23
Source: Eurostat.
Table 2
Composition of R&D expenditures
(percent)
Bltxsineg s Government Higher Bltxsineg S Government Higher
Regi enterprise sector education enterprise sector education
egion sector sector
2000 2007
Central Hungary 52.46 29.51 18.03 53.03 29.55 17.42
Central Transdanubia 42.11 23.68 34.21 50.00 18.00 32.00
Western Transdanubia 42.11 15.79 42.11 62.50 14.06 23.44
Southern Transdanubia 7.50 17.50 75.00 21.62 16.22 62.16
Northern Hungary 45.45 9.09 45.45 47.73 11.36 40.91
Northern Great Plain 45.90 11.48 42.62 50.00 10.71 39.29
Southern Great Plain 23.33 45.00 31.67 39.29 27.38 33.33
Hungary 46.67 28.00 25.33 51.58 2421 24.21

Source: Eurostat.
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With regard to the compositon of R&D expenditures there is not a huge differ-
ence between 2000 and 2007 taking the whole country into account. The share of
the business enterprise sector increased slightly, whilst that of the government sec-
tor decreased. The contribution of higher education virtually remained unchanged.
Concerning the seven regions, the business enterprise sector played an important
role especially in Central Hungary and Western Transdanubia in 2007. On the con-
trary, in Southern Transdanubia, despite the remarkable increase, it still plays a
minor role.

In spite of the growth of the last few years, expenditure on R&D in proportion of
GDP remained under 3 percent set as target in the Lisbon Strategy”, in all regions,
and at national level (in Hungary), economic policy has not paid appropriate atten-
tion to innovation.

3.2. Regional distribution of foreign direct investments

The lack of domestic R&D capacities can be partly compensated by foreign direct
investments (FDI) if new technologies, leadership methods are introduced in the
country. In addition, new workplaces can be created and the labour productivity can
be improved. Of the complementary elements, the feedback effect is of crucial im-
portance in investment and the establishment of the local supplier network. Nowa-
days, the primary condition of competitiveness is the improvement of the ability to
attract foreign capital, especially in catching up, undercapitalized economies (Szentes
[2005]). This is, of course, the same at regional level, but in the assessment of the re-
sults, it should be taken into consideration that the available data does not reflect re-
ality.’

Partly due to the imperfection of data mentioned above, Central Hungary is far
above the other regions both in terms of absolute and per capita values. Only this
area and Western Transdanubia exceeded the national average in both years. In the
period analysed, the foreign investment per capita at least doubled everywhere in
nominal terms, except in Southern Transdanubia, while it almost tripled at national
level. There was no change in the order of the regions, the differences, however, con-
tinued to grow. The smallest increase of foreign investment was measured in South-
ern Transdanubia, the region with the lowest numbers in 2000. Compared to the na-
tional average, Southern Great Plain, Northern Great Plain and Northern Hungary
also became worse. The most conspicuous change happened in the Central Transda-
nubian region. Almost 80 percent of the rise in foreign investments of national level

2 For more details on the Lisbon Strategy see Gdcs [2005].
? For instance, the headquarters of several business associations are located in Budapest, while their activity
covers the whole country (about the problem see Antaloczy—Sass [2005]).
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is due to Central Hungary and Central Transdanubia, the remaining 20 percent is di-
vided among the other five regions. Foreign capital continues to flow mainly into the
three most developed regions of the country; in 2007, the total foreign capital in-
vested in the four least attractive regions was less than that of Western Transdanubia
in the second place. Regarding per capita data, in 2007, foreign investment in the
four worst-performing regions altogether hardly exceeded the third Central Transda-
nubia.

Table 3

Foreign-owned enterprises

Amount Foreign investment Change Foreigl.lt investmen(tj
of foreign investment per capita in foreign tpf}: capi.a colmpare
Region (billion HUF) (thousand HUF) investment © the national average
X (percent)
per capita

2000 2007 2000 2007 (2007/2000) 2000 2007

Central Hungary 3758.5 | 10384.0 1327.6 3584.0 2.70 242.83 237.41
Central Transdanubia 391.3 1251.2 349.1 11325 3.24 63.86 75.02
Western Transdanubia 600.2 1 640.0 597.9 1643.4 2.75 109.36 108.86
Southern Transdanubia 108.9 160.7 109.2 167.4 1.53 19.97 11.09
Northern Hungary 254.4 472.3 195.3 381.9 1.96 35.72 25.30
Northern Great Plain 206.5 495.2 132.1 327.1 2.48 24.15 21.67
Southern Great Plain 181.8 429.6 131.7 321.9 2.44 24.09 21.32
Hungary 5576.6% | 15164.3* 546.7 1451.9 2.66 100.00 100.00

* The amounts include various items (foreigners’ real estate purchase, capital investments in nonprofit or-
ganizations, etc.) that can not be shared among the seven regions. Therefore they are higher than the sum of the
regional data.

Source: HCSO [2003], [2009].

3.3. Development of human capital

In our approach, next to technological innovations and the presence of foreign
capital, the third factor determining competitiveness is the human capital, the qualifi-
cation of labour force. The sectors producing high value added require creative,
qualified employees. As a result of the expansion of higher education after the re-
gime change, the composition of the population became different.* The same could
be observed in every region.

* We do not take into account the quality change in higher education.
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Table 4

Population with higher education in proportion of the age group of 25—64

(percent)

Region 2001 2006 2011%*
Central Hungary 21.33 24.32 27.34
Central Transdanubia 11.80 14.30 16.65
Western Transdanubia 12.70 15.47 18.08
Southern Transdanubia 11.49 14.02 16.39
Northern Hungary 10.84%* 13.30 15.63
Northern Great Plain 10.84** 13.44 15.86
Southern Great Plain 11.51 14.35 17.07

* Prediction.

** Giving data to three decimal places, Northern Great Plain shows better result.

Note. There are no data available for 2007-2008, but the order is the same in 2006 and 2011.
Source: HCSO Demographic Research Institute.

The first place of the Central Hungary is not surprising in this respect either, since
this area has the most renowned universities, moreover, Budapest is the intellectual
and higher educational centre of the country. As regards the other regions, the pro-
portion of the population with higher education in the age group between 25 and 64
exceeded 15 percent only in Western Transdanubia in 2006. The order between 2001
and 2006 changed only inasmuch as the previously fourth Southern Great Plain took
the third position of Central Transdanubia. According to the predictions, no change is
expected until 2011 in this respect. At the same time, the proportion of the popula-
tion with higher education is continuously increasing since the rate of the youth that
takes part in tertiary education is higher than that of the population aged between 25
and 64 having at least one degree.

3.4. The state of physical infrastructure

As mentioned, the state of the infrastructure is approached through the length of
motorways, which starting from a low base, almost doubled in Hungary between
2000 and 2007. Although this growth happened considerably unevenly in the indi-
vidual regions, a kind of equalization can be observed.

Considering the length, in 2000 more than half of the motorways concentrated in
Central Hungary and Central Transdanubia; this fell back to little more than one third
by 2007. The shift of proportions concentrated on Southern Transdanubia, Northern
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Hungary and Northern Great Plain. In 2000, there were no motorways in the first two
regions yet. In the period examined, Hungary’s motorway network became more
even, helping the less developed regions become part of the country’s economic life.
As a result, Northern Hungary overtook Western Transdanubia considering the
length of motorways per one thousand square kilometres. There were no other
changes in the order of the regions, except for Northern Great Plain overtaking
Southern Transdanubia in the race of the regions with no motorways.

Table 5
The length of motorways in Hungary
Region (km) of motorways
(2007/2000)
2000 2007 2000 2007

Central Hungary 123 129 17.78 18.65 1.05
Central Transdanubia 135 188 12.14 16.91 1.39
Western Transdanubia 72 96 6.36 8.47 1.33
Southern Transdanubia 0 76 0.00 5.36 -
Northern Hungary 64 140 4.76 10.42 2.19
Northern Great Plain 0 108 0.00 6.09 -
Southern Great Plain 56 121 3.05 6.60 2.16
Hungary 450 858 4.84 9.22 191

Source: HCSO [2009], Eurostat and own calculations.

3.5. Competitiveness of the small and medium-sized enterprises sector

In the following we are going to evaluate the competitiveness of the micro’, small
and medium-sized enterprises sector based on the business tax returns of 2001 and
2008.° Our scope of research covers not only individual companies and company
clusters, but the whole of the SMEs sector. It needs to be clarified at the beginning
that the distortion mentioned in connection with foreign direct investments is present
here as well; the central Hungarian region is far above the rest of the regions. The

’ We are aware of the fact that the situation of the different size categories (micro, small and medium
enterprises) may differ, but for a temporal comparison, aggregate data are suitable, too.

¢ Databases are available at ECOSTAT Government Institute for Strategic Research of Economy and Soci-
ety. The financial changes causing considerable distortions in favour of Western Hungary were filtered out.
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importance of the analysis of the company cluster lies in the fact that SMEs play a
decisive role in the state of employment and thus, in social welfare both at regional
and national level. The high rate of employment is one of the criteria of competitive
regions, and it is not possible without successful SMEs.

Table 6
Regional distribution of the registered capital of SMEs
Region 2001 2008 Change
g (percent) (percent) (percentage point)
Central Hungary 65.86 66.06 0.20
Central Transdanubia 6.28 6.09 -0.19
Western Transdanubia 4.72 7.53 2.81
Southern Transdanubia 4.89 4.37 -0.52
Northern Hungary 6.28 4.74 -1.54
Northern Great Plain 5.99 5.83 -0.16
Southern Great Plain 5.98 5.38 —-0.60
Total 100.00 100.00

Source: Own calculations based on tax returns.

The dominance of the Central Hungarian region is similar in scale to its signifi-
cance in connection with foreign investments: two thirds of the registered capital of
SMEs concentrated in this area in 2001, and this figure rose somewhat by 2008. The
position of Western Transdanubia improved considerably; in 2001, it had the last po-
sition, while it became second in the last year of the examined period. Accordingly,
the percentage rates dropped in the other regions, the last place was taken by South-
ern Transdanubia, replacing Western Transdanubia. The Northern Hungarian region
suffered the biggest position loss.

For the evaluation of international competitiveness, we turn to the export market
performance; and we examine the rate of revenue from exports compared to aggre-
gate net revenue of the sector. Regarding the whole country, the SMEs sector im-
proved only a little. Simultaneously, a remarkable realignment took place among the
individual regions. Central Hungary fell below the national average, while Western
Transdanubia gained first position and Northern Great Plain also showed consider-

7 The dual structure of the Hungarian economy is justified by the fact that in the case of large industrial
enterprises, this indicator was 40 percent in 2008; almost 80 percent of the income from exports, present in bu-
siness tax returns, as well as 57 percent of the total net revenue can be connected to the enterprises with more
than 250 employees.
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able improvement. Southern Transdanubia, first in 2001, fell back to the last but one
position by 2008, being only slightly better than the also worsening Southern Great

Plain region.

Export revenue of the SMEs sector as a proportion of aggregate net revenue

Table 7

Revenue from exports / Regional value Revenue from exports / Regional value
aggregate net revenue (National aggregate net revenue (National
Region (percent) average=100) (percent) average=100)
2001 2008
Central Hungary 15.01 111 13.49 98
Central Transdanubia 13.43 99 14.71 107
Western Transdanubia 10.54 78 19.67 143
Southern Transdanubia 16.66 123 11.66 85
Northern Hungary 10.96 81 13.16 96
Northern Great Plain 9.33 69 13.66 99
Southern Great Plain 12.04 89 11.27 82
Total 13.53 100 13.77 100
Source: Own calculations based on tax returns.
Table 8
Revenue per employee in the SMEs sector
Revenue per employee
R« It HUF
Region evenue per employee ( ) (Hungary=100)
2001 2008 2001 2008
Central Hungary 15 654 046 24 172 934 119 120
Central Transdanubia 13 188 556 17 431 260 100 87
Western Transdanubia 10 078 082 17 692 476 77 88
Southern Transdanubia 10 924 725 15500 622 83 77
Northern Hungary 10 150 389 14 848 377 77 74
Northern Great Plain 11 841 324 16 977 674 90 85
Southern Great Plain 11 738 044 17 719 461 89 88
Hungary 13 153 091 20 067 960 100 100

Source: Own calculations based on t