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Abstract

The aim of the paper is to show the scaletlo¢ disparities and development dynamics of the Central and
Eastern European (CEE) regiohke paper seeks to find answers to the following research questians
whether theregioral development of CEE countries is in line wittWilliamson s  h y preldteld éoshie s
correlation between the level of national income and the scale of regidisgarities;b) what are the main
reasons drivinghe changes in the scale oégionaldisparities spatidy, andc) how the economic crisibas
affected the growth dynamics of these regioEsnpirical studies have shown a decrease in the pace of regional
divergence as the level of income increased in individual countfibss process was taking place in the
conditions of adistinct petrification ofregional economic strutures — visible especidly if the capital city
regions wee excluded from thenalysis, which could indicate that the sprelaackwash processésalance out

in the conditions of an economic boonsuch as the yeard0042008.However, the first phase of the economic
crisiswas rather'patchy in spatial terms, but due to its less segégmpact in the capital city regions it should
not be expected that it will trigger any distinct chaisge the spatial structures formed in 2 y 3 pRodebsBsS
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Introduction

Owing to their robust economic development during the last decade, the Ceatdl Eastern
European countries which are members of the European Union (EbE\® significantlgaught up

in affluencein relationt o t he *‘ ol d’(EUle®nkthe one Band this was a result af
good economic climate globally until tHenancial crisis 02008 and on the other, a direct and
indirect consequence of their EU accessibhistrend was halted as a result of the global economic
crisis of 2008, which invites the questieconcerningthe reactionsof the regional structures ahe
analysed countries and the spatial effects of economic grodtiing the time of economic
prosperity preceding the crisis.

The earlier research studies of regional development in CEE countries clearly showeth¢hat

countries of this macroregion sawnaarkedincrease in the scale of regional disparities, mainly due

to the fast development of their capital city regiof. egD2 NI St ' 1 wmdpdpc I t SGNI | 22
2003, Ezcurra et al. 2007, $ih|l 2 6 &a | A =} Fl@sGlvdrgeneencarmboratedilliamsonQ &

(1965) hypothesisstating that the narrow regional disparities typical of countries with a low level of
development tendto increase rapidly in the first stage of the&iatching upwith highly developed

countries As the next stephowever, in line with this theory, the divergence shouldhadted and, in

the long term, the scale of disparities in the regional incomes should fall to their original llevel

should be noted that someesearchers questiothe last phaseof this curve, and point out new

factors arising fromthe development of contemporary information economy and the role of
innovation in development processeR. Capello (2007, p. 94dbserved thatthe \erification of
Willamson's hypothesis may prove difficult regar
which could be caused by the overlapping of different stages of economic growth associated with
subsequent waves of innovation. In consequence, the disparijenerated during the first phase

may be reinforced or even widengBigurel).

Figurel. Regional disparities and income levels
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SourceCapello 2007.

It seems that such processes could be curbed not when poorer regions become attractive for
products and services typical of mature markets but when they themselves becores plaere

! The study does not include Croatia, an EU member since 2014



innovative products in the first phase of their lifecycle are manufactured or when the innovation
potential of the core regions wanes or weakens. On the other hand, however, some a(ghgrs

{ T | NJF xlaim that convergence processes desdiiby the Williamson curve can be observed in
the European Union, although they can be better explained by other factors such as: systemic
transformation in the postommunist countries, monetary union, access to Structural Funds or
institutional capacityrather than by the mere level of national development.

A topic which is considerably less frequently discussed in the literature of the subject is how regional
disparities affect the effectiveness of economic growth processes. In effect, there is little evidence to

prove that the scale of such disparities sigantly affects development processes nationally. At the

same time, it is often prescriptively assumed that strong (and sometimes regarded as excessive)
regional divergence is a negative phenomenon as it precludes a full use of the development potential
(mostly the existing pool of labour) of peripheral regions and can exacerbate social problems in
poorer regions. In consequence, regional policies in many countries aim to reduce regional
disparities, primarily those measured by gross regional productcppita (Boldrin, Canova 2001)

More often than not, such policy fails to achieve the anticipated results, and this is increasingly an
argument in favour of reformulating the traditional model and supporting competitiveness, which is

done inter alia by meases facilitating the unlocking of the indigenous potential in all the regions of

a given country. In parallel, internal disparities are highlighted so as the leading role of urban areas
(OECD 2010)rhis is even more pertinent in view of the fact thatjraicated amongst others by the

report published by théaVorld Bank(2009) spatial concentration of economic activity produces a

number of benefits, notably increased productivity and innovativeness as well as enhanced
adaptability to the changing developgent conditions, associated with the diversifying economic
structures and the size of the labour markets of the growth poles, which contemporarily means
metropolitan areas. Mor eover, it shoul d be borr
whichs frequently invoked while formulating and ir
not synonymous and call for different sets of measugerzelak 2009)

The aim of theresearchwas to show the scale of the disparities and development dynamics of
regions inCEE countriesThe paper intends to show to what extent the development of CEE regions
follows the Williamson curydo indicate a spatial pattern characterising regional disparitieghe
period of rapid economic growttand to offer a prelinmary assessment on how the economic crisis
affected these processe$he research took intconsiderationthe special role that the capital city
regions play in CEE countrigsie to their concentration of a major part of the economic potential of
these countries The study included all theubregions at theNUTS3level as theymore closely
correspond to the functional urban regiotisan NUTS2regions The latter are strongly diversified
internally, especially in the metropolitan macegiors, which is dypical feature ofCEE countrie&f.
{YtG126a1A). SG FHftd Hnmm

The first part of the paper discusses the national context underpinning the developmeDEEGf
regions in terms of the dynamics of economic growth viewed in various dimension$GDe.
measured inEURand adjusted forthe purchasing poweras well as reatDPdynamics expressed in
the national currency The scale of disparities in the regional incomes is shamgainst this
background using the coefficient of variaticendits dependencen both the levebhndthe dynamts
of economic developmentin the next part, the analysis focuses on regional developni@ntwo



time intervals, i.e. a period of economic prosperity in 2@008 and the first phase of thitmancial
crisis in 2008010.

1. The national context

The development level of CEE counti(E&)10measured usingsDPper capitais quite variedTable

1). When elativised to theEU27averagejn 2013there wasSbvenia at the one extreme, witla level

of 66%o0f the EU27 averageand Bugaria and Romaniaat the other extreme, with21%and 27%
respectively The remaining countries can be divided into two distinct groups, with the first
composed ofthe Czech Republi&stoniaand Slovakiaand the GDP per capita valugmging from
51%to 55%o0f the EU averagend the secondncluding countriesvith GDPper capitabelow 50%of

the EU average, i.¢dungaryand Poland(38-39%) plusLatviaand Lithuania (45%)Adjusting them

for the purchasing poweparity partly changes this picturealthough the scale odlisparities is still
significant Sovenia and the Czech Republieach a level 080%of the EUaverage whilst Bufaria
and Romania 47%and54% respectivelyThe remaining six countries had a relatively similar level of
GDPper @pita inPPSranging fromb7%in Latviaand Hungaryto 76%of the EU averge in Slovakia

Tablel. GDPper capitain CEE countrieEU10)s % of the EU averageU27)

Country 2000 2008 2013 Change 2002013
in pp
EUR PPS EUR PPS EUR PPS3 EUR PPS
Bulgaria 9 28 18 44 21 47 12 19
Czech Republic 32 71 59 81 55 80 22 9
Estonia 24 45 48 69 53 72 30 27
Latvia 19 36 42 58 45 67 26 31
Lithuania 19 39 40 64 45 74 26 35
Hungary 26 54 42 64 38 67 13 13
Poland 26 48 38 56 39 68 13 20
Romania 9 26 26 47 27 54 18 28
Slovenia 57 80 73 91 66 83 9 3
Slovakia 21 50 47 72 51 76 30 26

*PP; purchasing powestandard
Sourceprepared by the author based on Eurostat data

Viewed in a dynamic approa@mcompaisonto 2000, the most visible improvement iterms of GDP
per capita iEURcould be observeih the Balticstatesand Slovakig26-30 pp).In the Czech Republic
and Romania it was a22pp and 18pp increase,respectively and aboutl pp per annumin the
remaining countrieswith the exception ofSloveniawhere the situation had improved only ©pp.
On the other hand, it could be observed ththe countries whichwere the biggest losers relation

to the EU average as a result of the economic crisis B&reeniaHungaryand the Czech Republic
(ca 4-5pp). In terms of purchasing powegparity, Romania and Lithuania-(®@pp), in addition to
Bulgaria, Poland, Romania, and Latvid§p), were the countries which recorded a positive change
in relation tothe level of affluence measured BUR whereas the Czech Republid3pp), Slovenia
(6pp), ad also, though less sdgstonia (3pp) were the countries whose situation had clearly
deteriorated in this approach.ikewise in 2013 Slovenia was the omguntrywhere GDP per capita
fell below the 2008 le#l (a 8pp contraction).



Figue 2. RealGDPdynamics(1989=100)
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Sourceprepared by the author

An analysis of real growth dynamics expressed in the national currency and in a longer term (from
1989) offers a different picturéFigure 2). Leaving aside the developmefrajectories thatthese
countries had followed prior to the crisigfl. D2 NI St | {1 = 2p19f vie|céngsadhat the
economies of the CEE countries responded to the 2008 economic crisis in a variety .0fMvistsa
fast development rate characterised all these countries before the crisis, the fagtestth being
recorded in the Baltistates and Slovakia the consequences of the crisis varied from country to
country. No GDP decrease was recorded in the case of Polandharatisis in Slovakia lastédr a
very shorttime. On the other hand, some crisghenomenaare still visible in the economy of
Sloveniathe Czech Republend Hungaryare stagnatingwhereas economic growtm Bugaria and
Romanids very slowAt the same time, the Baltic states quickly rebound from the particularly acute
crisis, especially iBstona, which reached the level it had had prior to the crisis

2. The scale and changes of regional disparities

In theregionaldimension, the disparities i@DPper capitalevelsare even more clear than between
countries (Figure 3). In 2000 there were three distinct groups of regions, based mostly on the
differences in wealth between individual countridghe first,and twofold, group was composed of
the Sloenian regiongexceptthe Pomursky regionwith GDPper capitaover EUR8,000, and Czech
regiors with GDPper capita overEUR4,000. The second includethe regiors of the remaining
Vi s e gnd 8alticstates (most of them above EUR3,000), and the third — the Bulgarian and
Romaniarregiors (only few of them had per capita incoma excess of EUR 2,00Duringthe past

10 years, considerable changes could be observed in this respect, mainly tthedrtgorovement of



the situation in most regions of Slovakia and Estoaml alsothe advancementof someregiors
located in the main transport corridorf Romaniaand those located near the Hungarian bordEne
division along the easwest axis also became clearetisble primarily in Polandand Hungary a
consequence of the low development level of regions situated along the eastern border of these
countries

Figure3. GDPper capitain CEE regions
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Sourceprepared by the author based on Eurostat data

The scale of regional disparities can be measured using different indicators such as the weighted or
unweighted coefficient of variatignthe Ginicoefficient or the Theil indexcf. eg. { Yt 11 2641 A Z
2 5 2 QUN2). They are all characterised barying degrees ddusceptibilityto the number of units

being measuredRegardless of thabove, factors which have a comparable if not stronger bearing

on the results of the exercise includee spatial scale anthe administrative divisions imdividual
countries Therefore, the results of comparison§regional disparitiebetween countriesshould be
treated with caution Importantly, however, these reservations do not apply to the dynamics of these
disparities as the observation of regionabnvergence or divergence processissmuch less
dependenton a given administrative division or specific indicaiir{ Yt (i { 2 ¢ &.] For thisn m o
reason, in our analysis, we used the coefficient of variation in a dynamic approach, calculated for the
NUTS3regionswith the cities included into the surrounding regigms order to minimise the impact

of the statistical division in individual countries on the results of the exercise

In terms of the entire macroregion, regional convergence at the NUSV@B could be observed in
the analysed period for income measured in EBRure4). During the pastl5 years,the value of
the coefficient of variation fell by about 10pfonvergene was visiblenainly after the first stage of



transition had come to an eh that is in the period post 199@nd particularly in the year2004
2007, which were characterised by fastest economic growithistrend, however, came to an abrupt
end during thefinancialcrisis which began iB008.The scale of convergence was ewgnater after

the 10 capital city regions were excluded from the analy@esulting in a 15pp drop in the
coefficient of variatioh This means that the disparities between roapital regions of the individual
countries were narrowing at quite a fast eatwhich could suggest club convergence, a process
whereby the income levels with similar structural characteristics tend to become equalised

Figure4. Macroregionalconvergence aNUTS3evel measured irEUR
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In the national dimension, an opposite tendency could be observed, that idear divergence of
regional incomegFigure5). An analysis of the statuand changes in the variation coefficients of
regional incomes in CEE countries leads tafdtlewing conclusiorns

1 The best developed countrief)e Czech Republand Slovenia were also most cohesive in
terms of the differences in regional affluenca feature that quite distinctly distinguished
them from the remaining countries

1 Polandand Hungarywere both countries withan averagdevel of regional disparitiesand
relatively stable values of the coefficient of variation in the analysed pgriod

I The Balticstatessaw a rapid increase in regional GDP disparities 2006 a trend which
slowed down considerably in theubsequentyears,producingregional convergence in the
case of Latvia

1 In Romaniaand Bugatia, there wasa rapid polarisation of regional incomes both these
countries are among those with widest disparities in thacroregion;



1 Slovakiawas the country withthe widest regional disparities in terms of GDd~hd at the
same time a leader in the polarisation rate, which was mainly due to the diieloprrent
of Bratislava

Figure5. Regionaldisparities(NUTS}* in CEEountries in19952010[coefficient of variatior
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* cities combined with surrounding NUTS3 regiddsurceprepared by the author based on Eurostat data

Excluding the capital city regions from the analysis produces interesting results; in theincaseh
clear tendency for divergence can be observed in terms of regional incomes within individual
countries(Figure6). On this basis, the following generalisations can be made

1 Polandand Romania countries with the greatest polycentricity of th&ettlement network
(cf. ESPON 1.1.1, 20Q4yvere characterisedby the largest, and fasirowing, regional
polarisation which could indicate thespreadof metropolisation processes to other, non
capital urban centres

9 Polarisation processefvisible on a greater scale pos2000) were also taking place in
Lithuanig Bulgariaand Slovenia which - especidly in the former two countries could
suggesthat diffusionwasoccurring within a bipolar settlement system

9 Starting from2000onwards,Latviaandto some extentHungarywere the scenes of distinct
convergence processes relating to the development level ofaapital regionswhich could
be viewed as proof of spread processesm the capital city regionswhich enjoyed a
relatively strongest positiodomestically in terms of GDP share of all the CEE countries

1 Regional disparities in Slovakia were the most volatile: following a fast polarisatR@®?n
2006,the subsequent years saw considerable convergewtgch could prove a low level of
economic diversification of some regiongfor instance, theK o § i keak specialises in
metallurgical manufacturing



1 In Estoniaandthe Czech Republithe income disparities between narapital regions were
the smallest and quite stable, whicheansthat the exanples of problenregions vere few
and far between

Figure6. Regionaldisparities(NUTS3)n CEE countries i19952010(with the capital city regions
excluded [coefficient of variatior]
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Sourceprepared by the author based on Eurostat data

Figure?. Correlation between real GDP growth and changes in coefficient of variatioregional
GDPper capitain 19952010¢ panel analysis
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Anotherinteresting question is whether the changes in the variation coefficient of regléBdlper
capitavalueswere correlated with the GDP dynamics for the entire counfrije paneldata analysis
which was carried out for the yeafi99%-2010 did not confirm he existence of such a correlation
(Figure7). The lack of correlation was partly a resultlo¢ existence ofwo groups of variationsThe

first comprised the few instanced real GDRcontracton per year which was usually accompanied
by a marked incre&sin the regional disparitiedThe second groupicludes casesf a high rate of
GDP growth(over 5%) accompanied by regional convergence; although this situation was
encountered less frequently than divergence, it was quite comrhlimetheless, even the exclusion

of the above marginal cases from the analyBtsnot reveal any statistically significant correlations
To sum up, we can formulate the hypothesis that the lack of a clear correlation could result, firstly,
from the specifi features of individual countrig@lissimilar administrative divisiondifferent rates

of economic growthand, secondly, from a certairandomness of changgser year The latter, in

turn, could be due to considerable GDfuctuations n the less affluet regions with poorly
diversified economigswhere one or several large enterprises accounted for a dominant share in the
regionalincome

Figure8. Changes in the correlation between development level and scaleegiional disparitiesin
19952010
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In terms of the classical development trajectory showing regional disparities in the context of
affluence levels, it can be concluded that the CEE countries coatubWilliamson s hy pimt hesi s
the phase of divergencand stabilsation (Figure8). In the period when theiGDPper capitadid not
exceedEURB,000-7,000, a fast increase in regional disparities could be observed, accompangd by
increasing affluenceAfter this level had been reached, the growth of regional disparities was
considerablyslower. At the same time, no decrease in the values of the variation coefficient as
anticipated by this hypothesis could be observeden though the years following tH2008 phase of

the economic crisis were quite volatile in that regard, both in term&DPper capitaexpressed in

EURand changes in regional income dispariti@erefore, the CEE countries cannot serve as an
example corroborating the correctnesstbe Williamsoncurvein the convergene@ phase

3. Regional developmenin the period of economic prosperit0002008

In the CEE countries, the period of transitiangely came to an end in the 1990he next decade

was epitomised by new challenges accompanying the accession of these countries to the European
Union At the same time, this was a period afglobal eonomic upswingTherefore, it seems

worthwhile to discuss in detail the changes taking place in their spatial structures before the
economic crisis which hit t20@8 majority of the re

Relativisatiorof the regional GDP per capita the national averagshows that, despite the very fast
rate of economic growth in this periodhe existing economic structures tenddd be petrified
spatially (Figure9). Themajor changes includga relative deterioration of the economic situation in
the eastern areas of some of the analysed countréeprocess which was best visibleRomaniain

its Moldovan part, although the position of some of the Danubian regions in the east had also been
weakened A similar situation could be observedhiungay. In Poland it could be visible in some of
the regions directly neighbouringkraire, and in Bulgaria- in the regiors forming a belt adjoining
the coastal areasThis leads to a general conclusithiat the proximity of the external border of the
European Union and of othémpermeable borders could pose a barrier to developmédh the
other hand, the situation of the besteveloped regions in relation to the national average was
basically stableThis group included above all the capital city regions eegiors of other big cities,
mainly in the countries with a polycentric settlement structure sucPakndor RomaniaThe few
exceptions were the raw materials aedergy regionsn Poland(LegniaandP t ¢ latbourregiors
(Bubaria,Lithuanig Slovenid), and regions situatedvithin the key transportcorridors(e.g. Vienna
Budapest).

% This obsewation does not contradict the national divergence discussed above aslyt points to the low mobilityof
regiors between various categories of affluence

11



Figure9. RegionalGDPper capita tountry average=100)
2000 2008
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Sourceprepared by the author baseth Eurostat data

Figure10. Dynamcs in2000-2008 (country average= 100)
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Sourceprepared by the author based on Eurostat data
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Relativisaation ofthe development dynamic of individual regiotasthe national average offers a fuller
picture of the situation(Figure10). In this approach, we can see that the capital city regions and
other regions situated in their @$e vicinitywere developing particularly fast, which provése
emergence offunctional areas/metropolitan regions of large citi€3utside of such regions, some
regions located at a considerable distance from large cities, which were major raw materials
energy centres(e.g. Polang were performing better, so asregions where largscale foreign
investments were madge.g. Z i | ikmjsik $lovakja In addition to that, a particularly fast
divergence of the rate of growth could be observed in Bulgaiiih its rapidly developing capital city
region including Sofa andVarna and the southwest of the country stretching from Sofia to the
Greek border, whereas the growth dynamics of the majority of the remaining regions was relatively
weak Broad differewes can also be observed Hungary but here theywere not as strongly
translated into increased coefficient of variatioralues, since rapid development was recorded
primarily in the better developed western regiaria Poland weaker developmentlynamics could

be observed along the country’'s western border
where the regions situated in the western parts of the country were developing at a slower rate

Figurell. GDPper capita aad developmentdynamicsin 20002008
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Sourceprepared by the author based on Eurostat data

This invites the question on the correlation between the rate of growth thiedlevelopment levebf

the regions According to thébeta convergence theory, a faster growth of the less developed regions
could beanticipated Unlike the observablsigmamacroregional convergence, fii@ta convergence
can be noticed in the CEE countri&sgure11). No statistically significant correlation between the

13



development level in the baseline year and the development dynamics was found an#tgsed
period. The disaggregatiomithe national dimension revesakegional divergence whiaorresponds
to the signadivergence identified earlier

The map illustrating this correlation allows some generalisations to be ifiagerel2). Many of the
regiors which in2000had GDPper capitain excess 0105%of the national average were developing
at a slower than average rat§hese were predominantly regions with wd#éveloped industrial
specialisationge.g. the westernregiors in Hungary BielskeB i a t a ,and Byalgoszéin Poland
Gorj, Arad, B r a,sCowasndan Romaniaand Stara Zagoran Bulgari3, and regions with harbour
functions(K | a i pLéhdaaia Burgas- Bugaria,C o n s t- Raman&. Only the capital city regions
and seleatd regions of the major cities in individual countries were developing even faster
alongsidePoland s Legni ca a tcdppetandsivéruninibyaledssdevelopedregiors
were as a rulggrowing much more slowly than thecountry average Only 16 ofthem recorded a
higher rate of growth, mainly the regioms the vicinity of large cities iRoland Latviaand Hungary
and in Romania— those situated inthe transport corridorof national road nol. This group also
includes two regions withwell-develgped automobile industry which attracted considerable
investments from abroaKIA-Z i | ikraj & I8Kpvakiand Renault-the A r gregi®nin Romania.

Figurel2. Types ofregionsin terms of development leveand dynamics2000-2008

Types
GDP per capita / GDP growth

B High/ High (15)
B High / Average (8)
B High/ Low (18)
T Average / High 4)
© | Average / Average (5)
£ Average / Low 4)
L Low/ High (16)
W Low /Average (53)

)

3
E Low/Low (88

Sourceprepared by the author based on Eurostat data

4. Regional developmentluring economic crisis

The financial crisjsthe onset of which wasymboli@ally epitomised by the collapse dafehman
Brothers a US investment bank, otb September2008, quickly turned into a global economic
recessionThe main channelhroughthe global crisisvas importedinto the CEE countriggcluded
0 h NO 2 ¢ § thé collapsevofiexportso WesternEuropean countriegdue to shrinkingconsumer
demand, reduced sca of FDIs globallyand financial instability caused lilhe dependency on
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external sources of financing which were crippled due to a falling confidence in the emerging
markets In parallel, G. Gorzelak (2Q1) divided the factors underpning the crisis into two
categories: external, which includiecreasingxports reduced activity of foreign banks, drop in FDIs
and outflow of capital, and internal, connected with high specialisation levelthefnational
economies, housing bubble, exssive salary rises, overvalued national currendiash publicdefiat

levels and weak institutions

The economic slump produced by a combination of these faduit the economies of nearly all of
the CEE countries, except Poland, where only a sloater of growth was recorded\evertheless,

the countries of the region entered the phase of GidRtractionat different moments in timeThe

first victims of the financial crisis wekungaryand Latvig where GDP fell as early as 2008e first
wave of he crisisalthough deepwas shortlasting and all the countries of the region recorded a low
growth as early a2010. This was mainly a result of the intervention made by the central banks of
the main global actorsvhich securedliquidity inthe financial markets, thus preventing the collapse
of more financial institutions, buat the cost in the form ofhcreasing public debOther measures
implemented by most national governments were primarily aimed to increase public spending and
stimulate irternal demand, as a result of the dimihisg role of private investment and export in
GDP increase.

The regional dimension of the financial crisis has not as yet been explodegtim due to the lack of
statistical dataexceptthe labour market statistis Preliminary analyse@f. Gorzelak 2011ed to the
hypothesis statinghat the least affected regions should be metropolitan regions with the most
diversified economic structuseon the one hand, and on the other agricultural regions witha
minimum share in globalisation processdn effect, the remaining types of regions should be most
strongly exposed to symptoms of the crisisspecially those where most features of the former,
“Fordi st’ d e goaldbe ghservedt mo d e |

It should also be ned that the current understanding of theegionaldimension of the financial
crisisis rather limited as the most recent statistics covering regi@iaPshow the picture for2010.

On their basis, it can be concluded that the impact of the financial crisis was strongly differentiated
spatially andrariedfrom country to countryFigurel3).

In the first approach, which shows real regional dynanfikigure 13a) Poland definitely offers a
different picture compared to the remaining countries as only few of its regions recorded a drop in
their regional income Only some of the regions outsid@hlnd increased their GDP in the period
concerned, including a number of regions Romania(mostly those located in théBucharest
metropolitan regior) and Bulgaria (in addition tothe capital city regionthe regiors situated within
the transport corridor connecting Bulgaria witstanbu). In Hungaryand the Czech Republisome
of the western regionsP | zaadGy Grebounded quickly from the crisil Sovakia, the Bratislava
metropolitan area and theZ i |régionawere developing at the fastest rat®n the other hand,
regions in the Baltistateswere among those most severely affected by the financial crisigrding
an over 10% decrease in real income compared to 2008 in the majority of éasenilarsituation
could also be observed in a number of Bulgarian, Romanian and Hungarian regioris, caed
subregion in Slovenia

15



Figurel3. RealGDPchange in20082010
a. 2008=100 b. country average=100

W 110 do1321 (8)
M 105 do110 (29)

100 do 105 (36)

95 do100 (42)
W 90 do 95 (40)
B 85 do 90 (40)
W 80 do 85 (14)
W 763do 80

W 110 do143 (5)
W 105 do110 (25)
101 do 105 (38)
99 do 101 (44)
95 do 99 (65)
B 90 do 95 (25)
W 805do 90 (11)

Sourcepreparedby the author based on Eurostat data.

Relativisation of the rate of growth to the national avera@&gure 13b) shows that capital city
regions performed relativelpetter than others which was especially well visible Buigaria, Poland

and Slovakia and to a lesser extent iSlovenia Hungaryand the CzechRepublic The situation in
Latviaand Romaniavas more complex as there the capital cities were quite stroaffgcted unlike

their immediate surroundingdn turn, inEstona and Lithuania the dynamics of capital city regions
was similar to the national averagBuch a situation could also be observed in some of the regions of
the remaining larger cities in sh countries asHungary (Debrecen,P é x; Slovenia(Koper) or
Lithuania(K | a i).pTéeds#tuation in the remaining countries and regions was rather patchy and
difficult to generalise This means thatin comparison to the respective national averagegjions

with modern, exportoriented branchesf industry and some peripheral, agricultural regions, were
performing quite well

Gonclusion

The scale ofegionaldisparities inGDPper capitadiffered from country to countryThe greatest
cohesiveness of income could be observed in the -deselopedSbvenia and the CzechRepubli¢

and the smallest in Slovakigpartly as a result of a small numberNdt/TS3egiong. With the capital
city regionsexcluded from the analysis, the scale of disparitédkin all the countriegmost visibly in
Slovakia and Estor)idn such an approach, this scale was the wide®tatandand Romaniathat is

the largest countries, with the highest degree of the pelyiricity of their settlement systemgOn

the other hand,non-capitalregiors showed the least disparities Estona and the CzechRepubli¢

which corresponded to relativelsmalldifferences in their economic structures
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Across thanacroregion small regional convergence could be observed, a process which started post
2000 and was largely a result of the appreciation of the currencies ofdesdoped countries
(especiallyin Bugaria and Romanid, coupled with greater development dynamiicsthe wake of a
delayed transition(especially in the Baltistates.

In the nationaldimension,regional polaisation processes were on the incredseall the countries,

with few exceptions (Latvia po2004). On the other hand, the pace of this procéssnost countries

either fell or stopped to acceleratpost 2004 (and post 2007 irRomaniqy. Bugariawas the only
exception, with the increasing regional income disparities being the most vigiike couldooint to

spread processes that have also incorporated-napital regionsOne of the likely explanations for

this phenomenon is the reduced investment risk following EU accession and greater interest of
foreign investorsin lessdeveloped regions of indidual countries. On the other hand, increased
availability of EU funds under the Cohesion and Common Agricultural policies could also play a role
as such funds were concentrated in leks/eloped regioni the majority of the analysed countries

However the panel analysis did not find any correlatfpetween the rate of economic growth and
changes in the coefficient of variation of the regional inconie®ther words regionalconvergene
or divergence processes did not depend on the business outlab&nally.

Nevertheless, the significance of metropolisation processes is still clearly visible, and msiyst ea
observable in the capital city regions and regions with other large urban cgespscially irPoland

and Romanid, driving their fasdevelopment With such regions excluded from the analysis, we can
observe a strong petrification of the spatial structures, that is a rather uniform development of the
remainingregiors. On the other hand, therocess ofthe emergence of poorer macroregisnwas
visible, especially iRomania(Moldova), Hungary(easternand southern part$ and Bugaria (the
regiors forming a belt adjacent to the coastal regihns

The impact othe financialcrisison regional development still remains difficult to evaluate owing to
the dynamics of crisis phenomerand short series of statistical data On the basis of available
statistics, it can be concluded that the capital city regions vikeeleast severely affged, whereas
other types of regionsvere characterised by a patchy nature of this phenomenon
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