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1. Introduction - Border as a barrier and challenge

When looking at the map of Europe and European Union, the regions of Eastern
Slovakia and Northern Hungary show some very similar features from the
geographical point of view. Being located at the eastern border of European Union,
i.e. on its eastern periphery, indicates naturally an assumption of their economic
handicap based on accessibility to markets, economic centres of gravity. Location on

the eastern (Schengen border today) means not only geographic kind of border. This



border has its political, historical, cultural, religious attributes and perhaps any kind of
viewpoint would show an impact of the border on the reference regions from the
European perspective. It is remarkable as well, how the so called Schengen border at
the Eastern part of European Union is blending with the “Huntington border” as
explained in his famous (but controversial in part) paper Clash of civilizations: ,Nation
states will remain the most powerful actors in world affairs, but the principal conflicts
of global politics will occur between nations and groups of different civilizations. The
clash of civilizations will dominate global politics. The fault lines between civilizations
will be the battle lines of the future.” The development on the eastern border at the
beginning of the 21% century must be seen and connected with the development in
the European Union. After the entrance of Hungary and Slovakia into EU, eyes and
hopes of people and institutions have been set prevalently in the west direction. EU
integration was generally accepted as only reasonable solution for both countries.
Position of the Eastern Slovakia and Northern Hungary in the economic ranking of
the European regions can be explained to high extent by the influence of the eastern
border as a barrier and their peripherality, limiting current developmental powers
of to one, west course only. Moreover, both regions of Eastern Slovakia and Hungary
are located within two different European states of Slovakia and Hungary — i.e. the
second additional barrier factor of north-south border exist between the East of

Slovakia and Hungary.

The paper is focused on comparative analysis of both regions in the light of their own
separate situation, but understandably and naturally, also on potential of utilising their
chance of overcoming their border hurdle by expanding cross-border economic,
social, cultural activities, sharing ideas, strategic goals and implementing
considerable long-term plans to mutual benefit. Border regions are in the scope of
interest in both political life and economic and social research, on the background of
global and European integration having impact on movements, trade, or growth.
Current European integration process may result in economic profit as well as lose.
The European integration under the title “single market” resulted in the internal free
movement of people, goods, services and money, with an aim of having EU market
as free as within one country. On the other hand, state governments and state
borders remain - the citizens of EU captured additional European identity, access to

single European market and became partakers of that unique integration movement.



There are several open questions in respect of the integration influence on cross-
border regions. Optimistic economic opinion would expect integration benefits at a
regional level, including regional integration. Nevertheless, there are a number of
other factors or barriers respectively, hindering integration at regional level between
two border states. In the case of Hungarian and Slovak regions, on the

circumstances of EU integration process, two kinds of border relations exist:

a) between the regions of Austria and Hungarian, or Slovak regions respectively,
(i.e. between two countries from formerly different fighting political systems),

b) between the regions of Hungary and Slovakia (i.e. between two countries
from former one Soviet-imposed Communist political-economic system, as
members of the economic union CMEA - Council of Mutual Economic

Assistance).

The former barrier might be considered as higher obstacle of cooperation.
Nevertheless, what might be more surprising, also in the case of the regions of the
latter relation, cross-border cooperation between two former countries of CMEA was
not a priority of the formerly centrally planned economies in CMEA. The economic
cooperation was only typical among big companies and big centres, not between
nearby locations and the member countries lived their ,separated lives* (Hunya G.,
Telegdy A., 2003). CMEA was dissolute in 1991 accompanied with decline in trade
among the former CMEA members and economic orientation to western economies.

Which are the existing and future substantial factors, what are the future, chances,
threats and problems applied to the border area consisting of two regions of interest -
Eastern Slovakia and Northern Hungary? How important is the phenomenon of
country border in the Central European countries, or Slovakia respectively? The
paper deals particularly with two border administrative regions - KoSicky
samospravny kraj in Slovakia and Northern Hungary consisting of Borsod-Abauj-
Zemplén, Heves and Nograd in Hungary, although considered in the larger territorial

perspective Eastern Slovakia and North-Eastern Hungary (Picture 1).



There are several papers dealing specifically with the Northern Hungary and Eastern
Slovakia border regions (Frunzaru, V. 2005, Hudec O., Kovekova G., 2007)
explaining some of the barriers for a closer cross-regional integration. A part of the
recent studies is dealing with a positive experience of cross-border regional

innovation systems building (Bergman 2006, Perkmann 2005).

Picture 1: KoSicky samospravny kraj in Slovakia and Borsod-Abauj-Zemplén in Hungary.

But it does not describe the situation, if there is no intense knowledge flow between
the border regions and economic relations are not developed enough because of low
development of the knowledge sources at the both sides of the border, informal
cultural or historic barriers for cooperation are strong, and the national phenomenon
is strong and prevalent. The currently created cross-border regional innovation
strategy is expected to be a tool for development of cross-border economic relations
has a good chance to utilise regional integration effects in conditions of less

economic cooperating border regions.



2. Position of the border regions within a broader area and EU.

Formally, Hungary and Slovakia became members of the EU in 2004. Although, first
steps of integration between former EU15 and the countries of Central and Eastern
Europe started CEECs have started already in the early 1990 when agreements on
free trade among the European countries have been applied. What any agreements
can hardly accomplish is to overcome persisting barriers caused by historical,

cultural, or institutional differences.

Several initiatives at the European level exist positively influencing also Hungarian-
Slovak border area. The most known Community Initiative INTERREG (Interregional
cooperation) was set up in 1990. Cross-border co-operation programmes are
effective all over the European Union, including Eastern Slovakia and Northern
Hungary. The programme is getting addressing higher goals as in the previous
programming period, e.g. cross-border labour market, common strategic plans and
social and health care. There are also promising coordination agreements related to
fire departments, health care or transport services cooperation. INTERREG or any
other supporting programmes (International Visegrad Fund for example), as financing
and political instruments are necessary and crucial for the achievement of cross-
border success. The strong political support for “regional crossing” is evident in the
raise in funding to EUR 7.75 billion in the period 2007-2013 as compared to EUR
5.78 billion in the previous programming period 2000-2006.

INTERREG initiative of EU continues several preceding initiatives activities in the
common area. At the Slovak-Hungarian border, there exist in present 8 euroregions,
or euroregional activities in total, including Euroregion KoSice-Miskolc established in
2000. There is also one important initiative covering much broader Carpathian
Euroregion association created by the Ministers of Foreign Affairs of Poland, Ukraine,
and Hungary (1993) or KoSice-Miskolc Euroregion (2000). The Carpathian
Euroregion Success of the mentioned initiatives is questionable because of several
reasons. It has been created in hard and unstable political-social conditions, not
welcomed by all the party governments. The idea of the project was to cover
peripheral, less developed regions. A parallel integration process — EU integration,

oriented the expectations of the new EU member states to movements on their



western side. There are some very positive aspects of Carpathian Euroregion - this
was the first euroregion in the new history of the area which embraced regions of the
countries in the former eastern block. There is probably nothing like “Carpathian
identity”, but the work that has been done is in favour of mutual understanding, and
existing research and political base can be utilised in dealing with the processes
related to Schengen border implementation at the Ukrainian border and to reduce
expected negative effects. This proves that there exists a common political and

cultural capital at both sides of the border, which could be employed successfully.

The territory of Carpathian region can be seen on the following map (Picture 2):

Picture 2: The territory of Carpathian region

The Association includes he following administrative territorial units: (Statute of

Carpathian Euroregion, 1995).

Hungary: Borsod-Abauj-Zemplén, Heves, Hajdu-Bihar, Jasz-Nagykun-Szolnok
and Szabolcs-Szatmar-Bereg Counties and Debrecen, Eger, Miskolc and

Nyiregyhaza Cities of County Rank;



Poland: the Podkarpackie Voivodeship, and communes (gminas) and counties
(poviats) which are members of the Association in Support of the Carpathian
Euroregion Euro-Carpathians;

Romania : regions of Bihor, Boto ani, Maramure , Suceava, Harghita, Satu Mare
and S laj Counties;

Slovakia : the territory of KoSice and PreSov regions;

Ukraine: regions (oblasts) of Ivano-Frankivsk, viv, Tsernovtsy and

Transcarpathia.

The most prospective trans-national instruments are based on the European Union’s
cohesion policy with objectives of reducing the gap in the regions’ levels of
development, to strengthen economic and social cohesion. Hungary and Slovakia
were in the group of 10 new countries in 2004, (then Bulgaria and Romania followed

in 2007), and became one of the main beneficiaries of the European funds.

In the programming period 2000-2006, after entering EU in 2004, both Eastern
Slovakia and Northern Hungary were eligible Objective 1: “Regions lagging behind in
development terms”. In the new architecture which is projected to simplifying the
system for the period 2007-2013, Objective 1 regions have a new labelling, the
precedent one is replaced by the newly established Objective 1 — “Convergence”.
Eastern Slovakia and Northern Hungary are again in the group of EU regions with
relatively worst socio-economic situation (NUTS 2 regions whose per capita gross
domestic product (GDP) is less than 75 % of the Community average." The EU
convergence objective aims to stimulate growth and employment in the least
developed regions and financed by the European Regional Development Fund
(ERDF) and the European Social Fund (ESF) as well as the Cohesion Fund. Also,
the former Interreg Il programme is integrated into the European territorial

cooperation objective.

! The areas eligible for the convergence objective combine the regions eligible on a regional
criteria basis (GDP is less than 75 % of the Community average) and Member States who are
eligible for the Cohesion Fund on a national criteria basis (GNI less than 90 % of the European
average)



What is the relative position of the Eastern Slovakia and Northern Hungary in the EU
regional context? Before the year 2007, both Eastern Slovakia and Northern Hungary
were in ranking of the EU25's 254 NUTS-2 regions ranked among the ten lowest
regions. Optically their position improved, as the change from EU25 to EU27 in 2007
caused that the fifteen lowest regions in the ranking are all in Bulgaria, Poland and
Romania (EUROSTAT News Release, 2007).

3. Regional planning and cross-border goals.

New theories emphasise the role of human and social capital in regional growth and
development as missing elements of its explanation. Publicity of human and social
capital has become an important point of policy discussions (e.g., OECD 2001).
Regional strategic planning and decision-making suppose high quality of human
capital and the involvement of citizens as a form of social capital to be mobilised to
facilitate actions. Negotiating and building alliances and partnerships, among
different local and government institutions located in the region, universities, private
sector interests and non-profit organisations is a crucial task but hard to manage. The
difficulties are compounded in the former communist countries facing their heritage of

centrally planned economies.

The situation of regional and local development in post-communist countries is
influenced substantially by the transition from central planning to a market system.
Regional and city plans were strongly determined by priorities and decisions at the
national level before, using a top-down approach. The allocation of investment
usually tried to reflect regional labour requirements and centralised decision-makers
often established new industrial plants in backward rural areas. That industrial
enthusiasm often caused problems for the regions, their coherence and environment.
After 1989, as the centrally organised economic planning was terminated, the
responsibility for local development and physical planning was devoted to newly
established municipal governments. At that stage, the city governments did not have
enough power and maturity to protect their local and regional interests, and this has
only very gradually been changing over the last 15 years. The negative residuum of
central planning still substantially contributes to weakly developed strategic planning

skills, structures and knowledge notably at the city level. But a high quality regional



and local planning, community engagement, strong regional partnership is a

necessary precondition of positive development in both regions.

Which are some examples of cooperation or strategic coordination among the
regions? Cooperation may exist at several levels — regional governments, cities and
villages, companies, agencies, universities and research institutions, non-government
organisations, culture, arts and sports facilities or any kind of networks. Where to
start, where to continue, who and how to coordinate the complex process? Each of
the parties has its own strategy, interests and goals and the cross-border issue is just
one of them. How important is the cross-border element? It is certainly important for
Hungarian minority living in the border area of Slovakia. The basis for development
must be based first on economic terms, supporting mutually territorial

competitiveness.

Generally, there are number of studies suggesting that trade liberalisation such as in
EU might strongly affect the economy of border regions (Krugman — Hanson, 1993).
But integration and liberalisation of the trade does not necessarily lead to economic
prosperity of border regions — the situation of comparatively small Mexican economy
that get used the potential U.S. market is sure different to Northern Hungary and
Eastern Slovakia border regions. There are number of formal and informal factors
influencing integration border effects. The recent studies based on the New
Economic Geography models (Krugman — Hanson, 1993; Niebuhr A., Stiller S. 2004),
show some general conclusions for the border regions connected with integration
and liberalisation. Reduction of international trade costs as well as liberalisation of
cross-border labour movement affect the distribution of population, production factors

and firms both among and within countries.

The managerial process of cross-border strategic pl anning is not yet well
predefined and prioritised. There are a number of strategic plans at the regional level
such as Regional Operational Programmes, Rural Development Plans, Human
Resources Development plans, etc. Strategies exist at EU, country or local level,
institutions and companies operating in the regions have their strategic plans as well.
There is a lack of information exchange, coordination of the plans on one side, and at

the same time implementation of the strategic plans is often just omitted and the



strategic planning process is considered as a good training, required duty or working
on a nice and colourful prospectus. These managerial aspects of the strategic
planning of the city, region, country and cross-border territory are crucial for the

future.

The challenge of managing cross-border strategic planning and its utilisation in
economic development of Northern Hungary and Eastern Slovakia is rather
complicated by a need of coordination and mediating of driving forces at the following
four levels:

EU level — development within the European Union environment

Country level — development within the country

Regional-local level — coordination within the regional territory

Cross-border level — development within the common cross-border region.

As it has been mentioned, development of both EU regions is not conceivable
without successful regional policy at EU and national level, oriented to containment
of regional disparities or in EU terminology, to strengthen cohesion in all its three
dimensions — economic, social and territorial. Those goals should naturally be of
long-term interest of cities — local level. That natural administrative vertical
coordination is much better legally and institutionally defined and regulated as that
one horizontal cross-border level of coordination. To breaking down the border
barrier factor, cross-border strategic goals have to lose their character of a nice
decoration and to be pushed more in the central strategic goals o the administrative
regions and to reach faster economic growth by utilisation of integration and

liberalisation effects.

4. Comparative analysis of the regions

4.1. Basic infrastructure

Northern Hungary is located in the North-eastern part of Hungary. The region is
created from three counties: Borsod-Abaulj-Zemplén, Heves and Nograd, the
administrative centre of the region is Miskolc. The region borders on Slovakia in the

north, on the region of Central-Hungary in the west, and on the region of the North



Great Plain in the south and east. Northern Hungary extends over 14% of the territory

of Hungary which makes it the 4™ largest region.

The density of road network of the Northern Hungary is relatively high (higher than
the national average) due to a large number of small villages what makes the cost of
roads maintenance rather high. Completion of M3 motorway up to Miskolc has
improved the transport situation but has not basically changed access to the
peripheral areas in the north of the region. Poor quality and structure of transport
network is one of reasons of social-economic inequalities among regions. The most
important trunk line of railway network in the region is the Budapest-Miskolc line
which has the heaviest traffic and provides connection to Slovakia. But only
approximately 30% of region’s settlements have their own railway station. That is why
in personal transport the importance of bus lines is greater than of railway. It is
intended to transform the former Soviet basis at Mez kbdvesd to a regional cargo
airport which might gain importance for the regional economy. The Tisza river is an

important line of a waterway system of the region as well as the whole country.

The situation of air pollution of the region of Northern Hungary is slightly better than
in Eastern Slovakia. Due to decline in industrial production the quality of has
improved and it has been also advanced by building a gas pipe network and
technological upgrading. The key source of air pollution is the road transport and it
causes problems especially in the large cities (as elsewhere in the world). Another
consequence of industrial production decline is also surface waters improvement.
Water pollution from newly established firms is usually under the limits. One of the

risks of water pollution is pollution from plants from bordering countries.

Eastern Slovakia area extends almost one third of the territory of Slovakia counting
29% of the total number of inhabitants of the country. The regional self-government
of Eastern Slovakia is exercised by two self-governing regions: the PreSovsky Region
and the KoSicky Region. In the past the area used to be divided into a number of
counties that would delimit the existing traditional cultural characteristics of single
areas. It borders on three countries: Hungary in the south, Ukraine in the east and

Poland in the north. The border with Ukraine is also border of the European Union.



The road network of Eastern Slovakia is relatively dense (it reaches the average EU
values), but there is a lack of roads of higher category (speedways). The total length
of speedways and speedway feeders in Eastern Slovakia is about 36 km which is
inappropriate compared to the neighbouring countries. Also first-class roads are
important in national as well as international transport and the total length is about
990 km. The geographic position of Slovakia is also important for railway transport
infrastructure in Europe. The main international railway tracks are directly connected
with the railway tracks in Slovakia. The railroad infrastructure is relatively dense, but
on the other side, the technology is out-of-date. There is also a wide-gauge railway in
Eastern Slovakia on the track leading from Ukraine and is used for import of raw
materials. There are two international airports in the region of Eastern Slovakia —
KosSice and Poprad. Both the airports provide regular as well as charter flights
services and provide aircraft dispatch services for civil aviation. The airport in Poprad

safeguards also observation flights within the field of tourism.

The environment of Eastern Slovakia is one of the most polluted in the whole
Slovakia. Three out of eight most polluted areas of Slovakia are located in the
eastern part of the country. The unfavourable quality of air in the burdened area of
KoSice and PreSov is influenced especially by industrial stationary pollution sources
located in area of the city of KoSice. Region of KoSice is the most contaminated
region in Slovakia showing the most extensive area of risk soil, contaminated soil and

seriously contaminated soil.

4.2. Position of the regions within the countries

There are many typical reasons for regional disparities in social and economic
development — as essential factors can be considered proximity to western borders
(poles of growth), urbanisation, diversification, quality of infrastructure, the level of
human and social capital, entrepreneurial tradition, and their historic-cultural
background. It is not surprising that during the transition period, capital cities and
western regions have been generally much more successful, while eastern and rural
regions are lagging behind. The theory of regional science explains that regions with
higher innovation and proximity to poles of growth have much better chance to adapt

to the new circumstances of the EU market as those regions marked with ,the signs*



of peripherality. Generally, the concentration of economic activities in capital cities of
Hungary and Slovakia brings them benefits in the form of economies of scale or
agglomeration. But rapid urbanisation also entails overcrowding costs such as traffic
jamming, crime, pollution, etc. A better balanced development aims to reduce these
costs and, by spreading supply and demand more evenly, to smooth the progress of
faster economic growth in the country as a whole. That is why a successful regional
policy should naturally be of long-term interest of metropolitan regions as well.

The difference between the regions of interest and corresponding capital regions
seems to be huge although the regional disparities can barely be measured just
using one and very questionable indicator as the GDP per capita.; it just might serve
as a vivid starting point for the discussion - see the Table 3.

Region NUTS-2 level GDP per inhabitant in 2004 oft he EU27 average
Eastern Slovakia
] o 42,3 %
(Vychodoslovensky kraj)
Bratislavsky kraj —
_ . _ 129,3 %
capital region of Slovakia
Northern Hungary
3 42,5 %
(Eszak-Magyarorszag)
Kdzép Magyarorszag — capital
. p Magy g p 101.6 %
region of Hungary

Table 3. GDP per inhabitant. Source: Eurostat 2007

Since the transition to a market economy, the countries of Central and Eastern
Europe, including Hungary and Slovak Republic, have suffered from severe serious
economic and employment-related problems. Market forces have tended to
overwhelm the emerging strategic planning processes and the results are evidenced
in spatial disparities. The western parts of Hungary and Slovakia perform better
economically than the north/eastern parts, they are attractive for foreign and
domestic investors. Strategic economic activities, research and development
institutions, finance and high skilled labour are located prevalently in the metropolitan
regions. Slovakia and Hungary belong to the group of EU countries where Inter-
regional disparities in both production and the labour market have increased during

the period of last 10 years (European Parliament 2007).



The main aspect of the economic structure and development of Slovak regional
policy lies in its centre—periphery relationship. Bratislava has assumed a more central
position in the country after the split-up of Czechoslovakia, reducing the former
dominance of Prague. There is only one serious economic competitor to Bratislava in
the Eastern Slovakia - the city of KoSice, intertwined with the city of PreSov located
30 km to the north. The accelerating development of Bratislava and its location close
to successful foreign capitals reinforces the west of Slovakia at the expense of the
east. Further evidence of this dominance is seen in the unequal spatial distribution of
the biggest companies in Slovakia. Considering that the top companies are leading

innovation, the competitive advantage of the capital city is vivid.

The situation in Hungary is similar, but the position of Budapest as a capital of the
country is even more dominant, given by its population (more than 2 million people
live in Budapest agglomeration, or every fifth Hungarian lives there), economic and
cultural power. Budapest (K6zép Magyarorszag) and the Western Hungarian regions
as well were able to benefit from the transition and integration processes, massive
inflow of foreign capital, attracting human capital from less developed regions.
Whereas Budapest has attracted basically tertiary activities (mainly financial
services), the counties of Gy-Moson-Sopron and Vas have become centres of
specialised industrial mass-production (Rechnitzer 2000). At the other side,
Southern, Northern and (North-) Eastern counties of Hungary have fairly poorer
infrastructure, small numbers of joint ventures, high unemployment rates and weak

private sector.

The economic policy of Hungary and Slovakia is more based on exogenous factors
such as foreign investments, access to EU, etc. The economic policy of incentives to
foreign direct investment with yet decreasing support of research, development and
innovation, results in (Kocziszky G. 2006, Hudec O. Ko vekova G. 2007):

gradual weakening of the quality and decreasing value of the human capital in

peripheral regions,

concentration of the physical, financial, human and social capital in the capital

regions of Budapest and Bratislava,



raising regional disparities between the capitals and the north/eastern parts of

the countries.

Average annual growth of economy of Eastern Slovakia as well as Northern Hungary
has been slower than the national average annual growth. If the national economies
would grew faster than the economies of Eastern Slovakia and Northern Hungary in
future, regional economic performance of these regions would never reach national
average. In other words, regional disparities would never disappear. The situation
might change only after eliminating existing structural and peripheral disadvantages,

which by itself is not security for convergence.

4.3. The economic structure of the regions.

Cross-border economic intertwining is very much based on similarity or
complementarity of their regional economic structures’. About 25% of people from
Kosice Region work in public sector (education, health and social work, and public
administration). Similar situation is in North-Hungarian Region, where about 34%
work in public sector. Due to the goal of this paper, economy of the public sector is

not included in the further analysis.

Manufacturing of basic metals and fabricated metal products, and land transport are
the most important branches for the economy of KoSice region. The situation is quite
different in North-Hungarian Region, where chemical industry and manufacturing of
machinery and equipment are of the greatest importance. Both regions have very
similar share in total employment in the branches of construction, trade and

electricity, gas and water supply.



12 -
10 -
8 4
6 4
4 -
) I I I I l
0 v v v v v v
Manufacture Land Construction Other Retail trade Electricity, Agriculture,
of basic transport; business gas, steam  hunting and
metals and  transport via activities and hot water related service
fabricated pipelines supply activities
metal
products

Fig. 4: Branches in KoSice Region according to the share in total employment. Source: Own
calculation based on National Statistics.

25 1

20 1

15 1
10 1

:IIlIIIL

Chemical Manufacture ~ Wholesale Electricity, gas Manufacture Manufacture Construction

industry of machinery and retail and water of basic of food
and trade supply metals and products,
equipment fabricated beverages
metal and tobacco
products

Fig. 5: Branches in North-Hungarian Region according to the share in total employment. Source:

Own calculation based on National Statistics

Another important statistical tool, location quotient technique, compares the local
economy to a reference economy (in our case corresponding national economy), in

the process attempting to identify the level specialization/diversification of the



regional economy. The location quotient technique the most commonly used
economic base analysis method, and is here based on ratio of the regional and
national economy employment. The ratio is calculated for all industries to determine

whether the regional economy has a greater share of an industry than expected.

On the spider-charts in Fig. 6 and Fig. 7 can be seen, that the North-Hungarian
Region has quite high level of specialization, the region is highly specialized in
chemical industry. KoSice The region has the highest level of specialization in
manufacturing of basic metals and fabricated metal products and the region has a
slightly higher level of diversity than the North-Hungarian Region. Specialisation of

the border regions has been derived from the location quotients (Picture 6 and 7):
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Fig. 6: Branches in the Eastern Slovakia - KoSice Region according to the location quotient. Source:
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Fig. 7: Branches in the Northern Hungary Region according to the location quotient. Source: Own
calculation based on National Statistics.

5. Cross-border economic cooperation and competitiv eness

Notion of ‘competitiveness’ has been moved from business environment to national,
regional or even city level. The significance of competitiveness is a frequent topic in
OECD reports and the European Commission studies as well. This concept is in no
doubt central when envisioning prosperity of northern and eastern parts of Hungary
and Slovakia. Which are the main factors of city/regional/country competitiveness?
Most of the studies and literature put forward the following factors as main drivers of
regional competitiveness (Sepic, 2005):

Geographical location;

Attractiveness for investments.

Enterprise environment and networks;

Infrastructure (broad understanding);

Sectoral structure and type of enterprises;
Innovation/Regional innovation systems;

Governance and institutional capacity;

Human capital and social capital,

Clusters (network of firms, organisations, and suppliers);
Typology of regions and level of integration of firms;

Internationalisation and nature of foreign direct investment (FDI);

The two regions are facing the same challenges in the field of competitiveness and
innovation as well and have the intention to cooperate with the aim of accelerated
economic development. A closer cross-border economic cooperation might be good

tool to strengthening mutual prosperity of both regions if focused to structural



changes investment, to innovation performance support and clustering and human
and social capital building. The cross-border Regional Innovation strategy (RIS) can
play important role in enhancement of the interregional and international cooperation

and competitiveness.

The bilateral RIS is under the preparation in the frame of ,Northern Hungary and
KoSice Bilateral Regional Innovation Strategy Project - NORRIS” funded by EC within
the 6™ Framework Programme. The NORRIS project contributes to consolidate a
European platform for exchange of experience and dissemination of good practice on
research and innovation-related themes among actors in regional structures and
stimulates regional policy-making as regards research and innovation strategies by
means of promoting cooperation, breaking down barriers and encouraging
transregional learning, furthermore opening new areas of transnational activities and

exploiting the existing capacities on a more efficient, integrated way.

The preparation of the common RIS represents a unique opportunity also for
European Commission to test and implement the RIS process in a cross border
environment. The strategic objective is to foster regional and economic cohesion
within and between the participating regions and improve their competitiveness by
handling innovation as a key economic priority. The creation of the bilateral and
common RIS has to be done by utilisation of the special methodology that is derived
from the RIS project preparation methodology but includes also all specifics that
emerges from its cross border character. In general RIS methodology consists of

three main stages (Innovating regions in Europe, 2005):

Stage O is used to set up the organisational structure of the RIS preparation,
to select national and international experts to involve, to build regional consensus in
the field of innovation, to develop tools and strategy of communication. This stage
contains analysis of the regional economy and environment for technological
advance and innovation with the aim of fulfilling as much analysis and preparatory
work in this stage as possible. A lot of emphasis should be taken on regional
consensus building.

Stage 1 is the information gathering and assessment phase. Refining of the

existing SWOT analysis, the identification of regional firms needs, an analysis of the



regional supply and of the transfer and support structure. By the end of this stage the
first conclusions can be developed to draft the strategic framework and action plan.
Stage 2 includes conclusions from the analysis, preparation of the strategic
framework and concrete actions, design and implementation of pilot projects, and
also evaluation of the implementation. Regional consensus building has to be

organised on the final regional strategy.

Supply and demand side analysis and their gap identification is the analytical heart of
the broader methodological concept with an aim to obtain a representative picture
for a region of consideration regarding both the companies’ demands and the supply
side offers:
the assessment of the needs of companies in the region includes the analysis of
the innovation capacity of key sectors and a study of the application of
technologies;
the analysis of support services and innovation finance institutions relates to the

capacity and orientation of innovation support agencies.

An original survey methodology to be used for cross-border bilateral case has been
prepared within the NORRIS project in order to get the cross-border innovation
activities as close as possible. Selection of the economic branches for the
guestionnaire survey of the demand side analysis in each region have been made

according to following rules:

1) The branch’s share in total employment.

2) The branch’s location quotient.

3) Regional priorities

4) Assumption of innovation potential and emerging branches

5) Location and size (geographical and size principle, different size and location

following representativeness principle as much as possible.

The results corresponding to the rules 1) and 2) have been shown in the section
4.2. As regards the rule 3), the branches are identified according to the regional

priorities as set up in the regional strategic documents.



a) In the KoSice Region the following branches have been identified:
Manufacture of basic metals and fabricated metal products,
Manufacture of electrical and optical equipment,

Manufacture of motor vehicles,
Manufacture of wood and wooden products,
Wholesale and retail trade

Tourism services.

b) In the North-Hungarian Region the regional priorities are rather different:
Chemical industry,
Machine industry — mechatronics,
Environment industry,
Tourism services,
Research and development,
Construction industry,
Material production,
Computer and related services

Logistics.

Assumption of innovation potential and emerging branches — the rule 4) — the most
important emerging branches with a perception of innovation potential have been
recognised as follows:

a) the KoSice region

Manufacturing of electrical and optical equipment (6 833 employees),

Computer and related activities (755 employees),

Research and development (employees 1 041).

b) the North-Hungarian Region:
Machine-, spare parts-, automotive industry, mechatronics (32 457 empl.),
Chemical industry (57 478 employees),
Environment industry (17 410 employees),
Nanotechnology (200 employees),

Research and development (1 234 employees).



Based on the analysis, following economic branches have been proposed:

Eastern Slovakia - KoSice region

Northern Hungary r  egion

Machine industry

Food industry

Electrical and optical equipment

Chemical industry

Wood industry

Machine industry

Food industry

Electrical and optical equipment

Recycling

Metallurgy

Material production

Machine and spare parts, automotive industry

based on mechatronics

Computer and related activities

Chemical industry and the associated plastic

industry

Tourism services

Environment industry

Construction industry

Nanotechnology

Mining and quarrying

According to the survey methodology, the sample design of the demand side resulted

in 5 common branches of interest:

1. Machine industry

2. Electrical and optical equipment

3. Food industry
4. Material production

5. Environment Industry

After identification of the branches of common interest, a company survey has been

realised leading to comparison of business environments, encouraging trans-regional

learning and exploiting the existing capacities. Institutions supporting innovation

activities are crucial for the implementation of the innovation strategy and that has

been particularly proved in the survey (Figure 8).
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Fig 8. Research and development needs of the companies in the KoSice Region and Northern

Hungary. Source: Results of the NORRIS survey.

Also, firms often expect to get external financial sources for innovation of their
products and services, what is more dominant in Hungary. The comparison of the

regions is shown in Figure 9:

Sources of financing for technology development ser vices
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Fig 9. Sources of financing technology development of the companies in the KoSice Region and

Northern Hungary. Source: Results of the NORRIS survey.



The most important institutions in Kosice region are the (i) Technical University of
KoSice and its faculties oriented on research in the fields of technology, robotics,
artificial intelligence, materials and others. (ii) Business innovation centers focus
mainly on the innovative companies that make business with new products, service
or technology. (iii) KIMEX Group Ltd. is a company dealing with robotics, tool
machines, transport and navigation systems, textile, printing and paper-processing
machines, medical equipment and automated systems. (iv) Regional advisory and

information centres provide consulting and education for entrepreneurs.

Similar agencies are in the North-Hungarian Region: (i) University of Miskolc and its
faculties are oriented on research in the fields of machine industry, chemical industry
and logistics. (ii) Bay Zoltan Applied Research Foundation, Institute of Logistics and
Production Engineering focuses on machine industry, chemical industry, manufacture
of basic metals and fabricated metal products. (iii) Research and Development
Company for Combustion Technology Co. deals with chemical industry. (iv)
Innovation management Cooperation Research Center works in the field of research
and development. (v) Karoly Robert College, Fleischman Rudolf Agricultural
Research Institute is oriented on research in manufacture of food products,

beverages and tobacco.

As results of the NORRIS project, within the cross-regional innovation strategy, two

join projects have been chosen for financing:

Creation of Renewable Energy Resources Cluster

Creation of Regional Technology Centre of Renewable Energy Resources

Also, there is a good chance to interconnecting two more-less independently
research projects in preparation, i.e. Science Park in Miskolc and Cassovia HTP
a STP Technicom (science and technology park) in KoSice are going to serve as a
tool for strengthening the connection between the educational system, research and

industry.



There are also new similar activities such as another 6th FP project entitled
COGNAC - Coordination of R&D&I policies and their coherence with other policies in
Newly Acceded Countries”. In the project coordinated by INNOVA - Hungarian
Regional Development Agency from Debrecen, 16 partners from 7 European
countries focus at using their experience from regional strategic planning to improve

guality and promote development.

6. Conclusions

Two border regions — two futures?

Eastern Slovakia and Northern Hungary have much in common. They have a
tradition of heavy industry, located on the peripheries of their countries, inflow of
investments is lower than desired. The positive economic development of the
western parts and metropolitan regions in Hungary and Slovakia has at the same
time a negative side caused by continuing deflection of the centre of economic
gravity to its geographic west part. Since Slovakia and Hungary joined the EU,
borders in international transportation have lost their former meaning. Increasing
level of cooperation should be then one of the aims on both sides. The border can be
considered as a strong barrier, multiplying the real geographical distance by a high
coefficient. Political and financial support is on the side of cross-border intertwining —
there exist programmes such as Hungary-Slovakia Territorial Co-operation
Programme 2007- 2013 and there exit positive development reached by the creation
and implementation of cross-border regional innovation strategy, that has started a
number of vital movements and activities within both regions and cross them as well.
As it is on occasion said, “changing times are challenging times”. Northern Hungary
and Eastern Slovakia, although often complaining about their situation, have a clear
vision, what should be done and how to use this “fresh breeze” or “wind of change”
for reaching challenging strategic development goals, based on wise political,

managerial and economic decisions and regional community partnership building.
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