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Regional differentiation, agglomeration and clusterswithin the EU*

Josef Abrham, Milan Vosta

The European integration process is constantly efeeg. In the 90s of the last century the
project of the internal market was completed amah thlember States started to implement the
provisions of a monetary union. Coordination praisealso in terms of fiscal, structural and
to some extent and social policies. NeverthelégsEuropean Union is quite a heterogeneous
as a whole. Individual economies are different bothabsolute and relative economic
indicators, the economic and social disparitiethefmember base is even more marked after
the recently realized enlargement of the originéieEn by the twelve new member states.
European Union is chracterized by significant com@ion of economic activities, both
sectoral and spatial. The aim of this paper is valuate regional differentiation and
agglomeration within the EU_27. We will use quattite analises of empirical statistical

data from Eurostat databases and the Europeare€Cldbtservatory.
1. Regional differences of the European Union

To monitor regional differences in economic levgloss domestic product per capita
expressed in purchasing power parity is used asndicator which is also suitable for
international comparisons, since it addresses ssstithe effects of price levels and exchange
rates. A substantial issue in the assessment an@gdisparities represents a selection of
examined territorial units. In our analysis we witbme out, for reasons of comparability,
from the unified classification of territorial rexis of the European Union, which divides the
territory of all member countries into the so-cdllBUTS regions. Specifically, we will
follow namely the units at NUTS 2 level, only inr@@n evaluation we enter the regions at the
level of the NUTS 3.

Regional differentiation of the European Union Imgl® among intensively studied topics. It
IS not surprising that the economic level of thedpean Union varies not only across the
countries, but also the regions. In addition, thieences persist in a long term and in some
countries they even grow, representing an ongdiajenge for the makers of economic and

regional policies.
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The last two rounds of the enlargement of the EemapUnion logically contributed to the
widening of regional disparities. According to @nt statistics there are quite substantial
differences among the European regions. The masinaed regions of the European Union
at the NUTS 2 level exceed the frontier 200% andenod the average GDP per capita of the
European Union, but, by contrast, the least-dew&apgions of the new member states reach
from 20 to 30% of the average GDP per capita ofd@hkarged European Union (EU 27).
Gross domestic product per capita in London is niwae twelve times higher than that in the
Nord-East region in Romania.

The 15 most advanced and least developed regiotfseoEuropean Union. The first three
places in terms of GDP per capita levels are oetlpy Inner London (303% of the average
of EU_27), Luxembourg and Brussels (the two regiogech about 250% of the EU_27
average). Further follow the regions Vienna, Paosurbation (llle de France) and eight
regions of northern and western Europe. The orgioreof the new member states in the first
fifteen is Prague, which reaches 160% average El} 27

Still, the central part of the EU remains the pgata- the area framed by five points:
London, Hamburg, Munich, Milan and Paris. Howevtttere is a gradual drop in the
dominance of the region. The most advanced regimasmore scattered in an area of the
European Union (the examples are such regionseiand, the Scandinavian countries or
Vienna).

Fifteen of the least-developed regions of the EeampUnion come from only three countries
- Romania, Bulgaria and Poland. Their gross domestbduct per capita is between 23 and
39% of the EU average. Regional underdevelopmentti®nly a problem for these countries.
The overwhelming number of the regions of the neenmroer states is characterized by
backwardness compared to the average of the Eurdgasn. Only three regions of the
twelve new member countries achieve higher GDRagpita compared to the EU_27 average
(Prague, Bratislava and Ko&zép-Magyarorszag in Hoyngand only six regions get above the
level of 75% of the EU average, the level crucia inclusion among the most lagging
regions within the economic and social cohesioncgabdf the EU. In addition to the three
regions belongs also Cyprus, Mazowieckie voivodshifroland (region where the capital
Warsaw is situated), and Sloveriia.

When looking for crucial trends of regional diffat@tion, we find that in all countries

EU_15 a large part of differences in regional pesgp results from the concentration of

2 Eurostat (2008): Regional GDP per Inhabitant inZJ News Release 19/2008. Luxembourg: EUROSTAT-X.
3 Eurostat (2008): Regional GDP per Inhabitant inZ5UNews Release 19/2008. Luxembourg: EUROSTAT;X.



economic activity and growth in the vicinity of majcities. Even in countries where
differences in the period decreased or remainedtanty per capita GDP in capitals grew
faster than in other regions. An exception in tieispect is only Berlin, which as the only
capital city in the EU is making a lower econongedl| than the national average and also its
development in the last decade was substandahe inational comparison.

Favourable development of major cities is strongbgociated with their attractiveness for
business and for the people. In 2004 the regiotis thve capitals produced on average 32% of
the given country's GDP. Polarization of the maitnes brings some advantages such as
economies of scale and agglomeration of businessdsnarket size. However, there are also
some clear disadvantages, such as traffic congegimorer air quality and higher property
prices.Only in four countries there are other sjroaentres of growth, which offset the regions
of major cities. These are Barcelona in Spainct@res in northern Italy - Milan and Turin,
the region of Utrecht in the Netherlands and theetigped areas of Germany - Munich,
Frankfurt and Hamburg. Berlin and Rome are not etren most advanced areas of the
country.

In other countries the region with the capital ol dominate. In France and Great Britain,
Paris and London contribute to gross domestic prody almost one third, while the other
major centres only by around 3-4% (such as Lillgrdéille, Birmingham, Manchester or
Glasgow). Significantly dominant position of thentral region can be found in Belgium,
Greece and Austria. Brussels achieves almost 2508teocaverage level of EU_27 and the
least developed region of Hainaut in Belgium, bytcast, less than 80%. In Austria, Vienna
excesses 177% of the EU average and Burgenlandsmaks than 80%. In principle all
member countries of the European Union, howevexwsenormous differences between the
most and least developed redion

For the New EU Member States both the continuirgjoreal disparities within individual
states and also the global backwardness of thagense compared to the EU average are
characterised (EU-25). Just two regions of the aieted states achieve higher GDP/per
capita than the EU average (Prague in the Czeclilifepand Bratislava in Slovakia) and
only four regions go beyond the level of 75% of EBi¢ average GDP/per capita (besides the
Prague and Bratislava also the region Kozép-Magygaéy and Slovenia), which is crucial
for the classification among the most underdevelopgions within the framework of the

economic and social coherency policy of the EU.fiHatively large differences in economic

4 Eurostat (2008): Regional GDP per Inhabitant inZU News Release 19/2008. Luxembourg: Eurostat.



level between the central regions and periphemsapersist in a humber of new and the
original European Union countries, despite theat$f@f national policies regional policies as
well as the policy of economic and social cohesidrthe EU. Moreover, some regions
(mainly urban agglomerations or geographical acgmtiocalized regions) are undoubtedly
in a better competitive position in the globalizzbnomy.
Regional disparities are certainly a significanblgem to solve, but on the other hand, it
should be noted that statistical indicators ofaagl GDP per capita of the central regions are
slightly overstated since they include e.g. commsuter work to the central region to work
from surrounding areas or companies that have @ & business in the central region and
carry out activities in other areas, too. Moreow®me regions (mainly urban agglomerations
or geographical advantage localized regions) adouintedly in a better competitive position
in the current globalized economy, and completeniektion of economic and social
inequalities would not be economically efficiented®onal, national and European actions
should therefore continue to look for optimal todls maintain a balanced regional
development and strengthen the competitive posdfaegions in the national but also global
environment.
When we consider the regional differentiation withindividual states, we can find some
common features which are characteristic for tHetla countries researched. This is
primarily the so called double dichotomy:

» central and peripheral polarization of the centedion compared to the rest of the
country,

« differentiation between the western and eastegions of the researched states.

The dichotomy centre — periphery is characterizgdhe unique dominant position of the

capital city and its surroundings, compared torést of the country.
Capitals are the centres of modern sectors, theg hah levels of the above- -average
research and development potential as well asdheational potential and they also show an
above-average attraction for foreign investors. &@nomic level of central regions reaches,
in extreme cases, more than 200% level of the maltitevel e.g. the Czech Republic or
Slovakia.

The most significant dominancy within the statesere we evaluate the regional structure
on the level of NUTS II, is shown by the centrajioms of Slovakia and the Czech Republic.
In case of Slovakia the economic level of Bratialaaxceeds three-times (measured on the
basis of GDP/per capita in PPP — Purchasing PoastyPthe value of the least developed
region (Vychodné Slovensko) and the value of treoise most developed region 2.4-times



(Za-padné Slovensko). Prague goes beyond the tdvidle least developed region of the
Czech Republic more than 2.5-times (Eurostat, 2@(6,1 — 7). The lower degree of
differentiation of the central regions of Polanddafdungary is given mainly by the grater
dimensions of the NUTS Il regions, compared to @mech Republic or Slovakia. Higher
region, say, includes further areas besides thé@ataphat makes its higher heterogeneity
from the point of view of economic level. The typiexample of such a NUTS Il region like
that is the Polish region Mazowieckie, which indsda number of areas with a considerable
concentration of agriculture.

Estonia, Lithuania, Latvia and Slovenia represast,a whole, the separated regions of
NUTS II, but if we consider the regional level NUTI§ we can claim, that even here the
central regions considerably exceed the nationarame in the evaluation of economic
development. Less significant polarization of tleatcal region on NUTS Il level is obvious
in the case of Slovenia (Central Slovenia achialssut 130% of the national average) and
Lithuania (GDP/per capita of Vilnius comes to sod@% of the national average) compared
to Estonia and Latvia.

Another phenomenon of the regional differentiatmihthe New Member States is the
higher level of development of the western aredschvare situated near the markets of the
developed EU Member and therefore, they can madbt from the higher inflow of FDI
(Foreign Direct Investment) as well as from a betteailability of the western markets
compared to the peripheral eastern regions. Theeragt form of this dichotomy is e.g.
northwest area of Hungary, where the inflow of Rids strongly displayed. Both western
regions (Nyugat- -Dunéntul and Kozép-Dunantul)respnt the areas with above-average
potential of growth. The major economic stimulusswapresented in the last decade by the
FDI, which contributed to the restructuralizatiom the industrial structure and to the
development of innovation and export oriented bnasdKiss, 2001, p. 16). Another example
of the west-east dichotomy is Slovakia, where piiesnomenon is highlighted by the location
of the capital in the western part of the countegmone of the most developed centres of the
EU — Vienna. The crossing of two dichotomies heaeises a multiplication effect. The
substantial differences in economic level betwdenwestern and eastern parts can be seen

also in Poland and on the level of NUTS Il alscase of Slovenia, Estonia and Latvia.

® A higher dimension of a Central Region can be seehé case of Poland as a well chosen, as it ensorihe capital
also in the following financial perspective (2000623) the opportunity to draw a larger volume official means from the
structural funds of the EU



The peripheral regions of the New EU Member Statesrepresented by the areas on the
eastern boundaries of Russia, Byelorussia, Ukr&oepania, Serbia, and Croatia, which are
significantly less attractive from the view of fage investors. A typical examples of non-
developed eastern regions are the regions of Has@alBa (Vychodné Slovensko) and
Hungary (Eszak-Magyarorszag) and primarily the sireé East Poland (Podkarpatskie,
Podlaskie, Lubelskie and Warminsko-Mazurskie), whtre proportion of employment in
agriculture exceeds 30% and, moreover, there iy anlow development of economic
activities in industry and services, which suppdhis over-employment in the agricultural
sector as well as its low productivity. The addedue expressed by an employee in the
mentioned Polish regions reaches some EUR 1.50@i@ge6 and Ward, 2004, p. 96).
Complete elimination of economic and social inedigal under the existing external and
internal conditions of the European economy ispussible or it would not be economically
efficient. Regional, national and European actishsuld therefore continue to look for
optimal tools to maintain a balanced regional depelent and solving serious structural
problems by strengthening the competitive positbnegions in the national but also global
environment (e.g. through investing in infrastruetuincreasing the attractiveness of the
region to foreign and domestic firms, promoting tihmprovement of business environment,
making the research and innovative potential mdfieient, through the intensification of

network and cluster cooperation of companies, .etc.)

2. Clustersin theEU

In our analysis, we use data from a database obdean Cluster Observatory, which
represents the most comprehensive European sdureedatabase contains comparative data
for all 27 EU member countries and focuses onlyclosters of high quality levels. Clusters
are identified based on regional employment. Ggugcal dimension is observed at the
NUTS 2 regions. To determine the quality of indiastspecialization and agglomeration is
used in so-called Star classification under whlaoh ¢luster can take one, two or three stars.
Three stars are seen as the highest achievalbiig.rati
Quialifying criteria are as follows:
= | Size: if employment reaches a sufficient share of tBtalopean employment, it is more
likely that meaningful economic effects of clusigils be present. The 'size' measure shows
whether a cluster is in the top 10% of all cluster&urope within the same cluster category

in terms of the number of employees. Those inMé&@% will receive one star.



= Specialisation:if a region is more specialised in a specific tduscategory than the
overall economy across all regions, this is likedybe an indication that the economic effects
of the regional cluster have been strong enouglattract related economic activity from
other regions to this location, and that spill-oseand linkages will be stronger. The
'specialisation’ measure compares the proportioremiployment in a cluster category in a
region over the total employment in the same regiornthe proportion of total European
employment in that cluster category over total Fh@@an employment (see equation). If a
cluster category in a region has a specialisati@otent of 2 or more it receives a star.

» Focus: if a cluster accounts for a larger share of a @gs overall employment, it is
more likely that spill-over effects and linkaged actually occur instead of being drowned in
the economic interaction of other parts of the oagil economy. The 'focus’ measure shows
the extent to which the regional economy is focugmuh the industries comprising the cluster
category. This measure relates employment in theteal to total employment in the region.
The top 10% of clusters which account for the latgeroportion of their region's total
employment receive a staf.“

Largest clusters in the tertiary sector (as measine total employment) were found in
financial services, business services, educatiahiarhospitality and tourism. The largest
clusters of financial services can be found in ttgved regions of the Old Member States
(EU_15), such as London, Paris, Darmstadt, Amsterdathens, Lombard, etc. In the
framework of the New Member States shows conceotratf financial services only central
regions (Mazowieckie, Praha, Bratislava). The largdusters of business services providers
also found mainly in the so-called Pentagon's radsainced regions of the European Union,
which includes mainly the regions of northern Ifakestern Germany, Benelux, northeastern
France, Austria and Great Britain. High employmienthe tourism cluster is evident mainly
in the areas of the Mediterranean countries (lt8pain, Greece, Portugal, Cyprus and Malta)
and also in large conurbations (London, Paris, Andstm, etc.). Vyznamné znalostn
orientované klastry se vyskytujtgulevsim v regionech Velké Britanie, skandinavskgemi

a také ve vysflych oblastech zapadoevropskych zemi. Significamavkedge-based clusters
are found mainly in the regions of Great Britaitagdinavian countries and in developed
areas of Western European countries.

Industrial agglomerations with the highest numldegraployees occurring in the automotive,
pharmaceutical, chemical and clothing industriegglameration of automotive industry are

mainly in German regions, northern lItaly, north&pain, western Austria, western France,

® European Cluster Observatory on-line (http://welmsterobservatory.eu/index.php?id=44&nid=).



southern England and southern Sweden. Many auteenolusters formed in the 90 he also
served in the new EU Member States, in westerncanttal Hungary, on the western Slovak
Republic and particularly in the Northeast regiow £entral Bohemia, Czech Republic. The
largest number of clusters in the chemical induspgrates in Belgium, the Netherlands and
Germany. Apart from those countries are major ehsstwhich employ more than 10

thousand. workers still in northern Italy, Catabband in Lyon, France.

Table 1: Clustersof servicesin the European union

Regional cluster | Employment | Stars
Financial Services

Tle de France (Paris), FR 426 596 ok
Inner London, UK 254 760 ok
Lombardia (Milan), IT 174 101 ok
West-Nederland (Amsterdam), NL 157 810 ok
Darmstadt (Frankfurt am Main), DE 135 793 Frx
Madrid, ES 117 019 ok
Dusseldorf, DE 105 996 ok
Oberbayern (Miinchen), DE 100 173 ok
Catalufia (Barcelona), ES 97 597 ok
Stuttgart, DE 94 021 *x
_ Business Services

Ile de France (Paris), FR 215 845 ok
Inner London, UK 186 696 Fkk
West-Nederland (Amsterdam), NL 123 4p0 ok
Outer London, UK 105 373 okx
Vlaams Gewest, BE 91 853 o
Lisboa, PT 87 506 ok
Lombardia (Milan), IT 81 517 *
Berks, Bucks and Oxon (Oxford), UK 73 865 okx
Dusseldorf, DE 70 237 *
Oberbayern (Miinchen), DE 68 923 ok

Hospitality and Tourism

Andalucia (Sevilla), ES 89 366 **
lle de France (Paris), FR 84 560 *
Canarias (Tenerife), ES 82 099 Frx
Catalufia (Barcelona), ES 80 649 *
West-Nederland (Amsterdam), NL 64 876 *
Madrid, ES 58 912 *
Ireland, IE 56 346 ok
Inner London, UK 53 781 *
Lombardia (Milan), IT 53 282 *
Valencia, ES 50 083 *

Source: European Cluster Observatory on-lingttp://www.clusterobservatory.eu/index.php?coun®y).




Table 2: Industrial clustersin the European union

Regional cluster | Employment | Stars
Automotive
Stuttgart, DE 136 353 ik
Piemonte (Turin), IT 85915 rkk
Oberbayern (Miinchen), DE 82 339 ok
Braunschweig, DE 79 99y *rx
Catalufia (Barcelona), ES 74 086 *
lle de France (Paris), FR 61 351 *
Lombardia (Milan), IT 51 631 *
Vlaams Gewest, BE 46 084 *
Vastsverige (Gothenburg), SE 42 832 ik
Karlsruhe, DE 40 694 il
Chemical
Rheinhessen-Pfalz (Mainz), DE 40 0f5 rxx
Lombardia (Milan), IT 33524 *
Catalufia (Barcelona), ES 30 645 *
Dusseldorf, DE 25248 *
Vlaams Gewest, BE 21937 b
Rhéne-Alpes (Lyon), FR 20 36[1 *x
Darmstadt (Frankfurt am Main), 16 250 -
DE
Kéln, DE 15928 **
Zuid-Nederland (Maastricht), NL 14 946 *
West-Nederland, NL 14 82b *
_ Biophar ma
Ile de France (Paris), FR 47 493 **
Lazio (Rome), IT 21 99( *x
Darmstadt, DE 16 459 **
Kozep-Magyarorszag HU 14 197 *x
Centre (Orléans), FR 13 960 *
Karlsruhe, DE 13 207 *x
Mazowieckie (Warszawa), PL 11 522 o
Berlin, DE 10 350 *k
Stockholm, SE 10 325 *k
Tibingen, DE 9 65( ok
Textile

Lombardia (Milan), IT 91 468 *x
Catalufia (Barcelona), ES 52 885 *
Norte (Porto), PT 51 205 kk
Nord-Est (lasi), RO 45 786 il
Centru (Brasov), RO 38 378 *kk
Piemonte (Turin), IT 35914 **
Veneto (Venice), IT 32 153 *
Vlaams Gewest, BE 31583 *
Toscana (Florence), IT 29 943 *x
Valencia, ES 27 376 *

Source: European Cluster Observatory on-linéittp:(/www.clusterobservatory.eu/index.php?country 1D=).




Concentration of biotechnology and pharmaceuticadustries are typical for France,

Germany, Denmark, Italy, northern and central negiand major cities in Sweden, Poland
and Hungary. Although the sectors of clothing aextile industry is not on the continent of
dynamic sectors, show a relatively large conceptmabf employment in the cluster. The
largest of them are located in regions of soutl&urope (mainly Portugal, Italy, Bulgaria,

Romania and Spain) and in Poland and the Baltiott@&s.
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