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Abstract 
 

Normally, the main causes of cyclical 
fluctuations in economic activity are related 
to changing levels of investment and 
government spending. This is because a large 
proportion of consumer expenditure is 
financed from loans more than current 
income. As a result, consumption begins to 
be increasingly influenced by interest rate. 
Also size reduction policy interventionist 
government spending led to different effects 
on the overall level of economic development. 
Cyclical changes may thus alter the 
macroeconomic conditions and regional 
supply, with direct influence on the level of 
potential output in two ways: 

- by increasing or reducing prices of 
primary goods; 

- the impact of technological 
innovations on the level of economic activity. 

In terms of historical changes in the level 
and quality of energy sources or means of 
transport are significant examples in this 
regard. 

 
With the start of a particular stage of 

economic cycle, economic impacts are 
cumulative, as a result of acceleration and 
multiplication mechanisms. 

Multiplier concept is introduced taking 
into account that the revenue can be used for: 
Current consumption of goods and services 
produced within the regional or national 
economy (C), savings (S), consumption of 
imported goods (M) and pay taxes (T) 

Accordingly, the multiplier can be 
highlighted: 
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At regional and national level, the 
multiplier is determined by the value of 
marginal propensity to consume. The higher 
the multiplier value, the greater will be its 
effect on production levels, according to a 
modification of the aggregate expenditure 
data (see Figure 1). 
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Figure 1: Changing regional aggregate demand 
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Multiplier effect is that any change in the 

level of expenditure will have an effect 
greater than the regional's output will help to 
increase or decrease the level of cyclical 
economic activity. 

Accelerator concept shows that an 
accelerated growth of production is required 
when the investment increases. On the other 
hand, investment must cover the need for 
goods and services and depreciation of assets. 

During the recession, investment is so low 
that the stock of capital at the regional and 
national decreases. This is because the 
replacement rate of physical capital is lower 
than the rate of depreciation of such capital. 

Formally, the effect is evidenced by an 
accelerator investment equation of the form: 

1−⋅+⋅= ttt KdVNvI  
where :  
I - investment; 
K - capital stock; 
VN - national income; 
v - capital consumption per unit of product; 
d - replacement investment; 
t - current time; 
t - 1 - previous period. 

Since capital consumption per unit product 
varies greatly among different industries and 
economic activities, a region whose economy 
is dominated by industries with a high rate of 
capital per unit of product (steel, chemicals, 
high volume), will need by as much capital. 

Conversely, regions that have economic 
activity rates of capital consumption reduced 
product (textile industry) will be able to 
develop a much smaller investment. 

When the regional economy through the 
recession phase of the economic cycle, some 
workers become unemployed and will not 
pay, inter alia, income tax. Others will 
voluntarily reduce costs, due to lower their 
income, which attracts a decrease in income 
taxes that they pay. As a result, the flow of 
revenues derived from tax revenues at the 
regional level will be reduced. 

On the other hand, the recession the 
unemployment rate increases and the 
government will be forced to pay larger sums 
into the account of unemployment. So the 
financial flow, coming from central 
government and headed to the region affected 
by the recession, will increase. 

 

Combined with the reduction in income 
from fees, the government cash flow - the 
region will increase the volume of public 
expenditure at regional and national levels. 

If, however, the economy is in the phase 
of recovery, unemployment will be reduced 
while reducing government spending related 
to the payment of unemployment benefits. In 
addition, more economic activity will require 
additional work factor, which will result in an 
increase in workers' incomes, and hence an 
increase in taxes on their income. In this 
phase of economic cycle, net government 
spending will decrease. 

If a zero growth may be seen an increase 
in regional unemployment. This could mean 
that: income of a region should be increased 
by an annual rate of more than 3% to 
maintain the constant use of factors of 
production. To ensure that the utilization rate 
to increase by 1% per year will be the level's 
output to increase by at least 5%. 

Largest European Commission document 
on regional development in 2010 as an 
essential element of the analysis considers 
intra and inter-regional disparities in GDP 
development community, whose average 
value was calculated to be 24,900 PPS. 
Community Areas with the highest GDP per 
capita are in the southern United Kingdom 
and Germany, northern Italy, Belgium, 
Luxembourg, Netherlands, Austria, Ireland 
and Scandinavia. The regions capital Madrid, 
Paris and Prague also fall into this category. 
Regions with the lowest GDP per capita is 
concentrated in the south, west and south-
eastern periphery of the European Union, 
Eastern Germany, the new Member States 
and Candidate Countries for membership 
(Croatia, Former Yugoslav Republic of 
Macedonia and Turkey). 
Within the EU27, GDP per capita varies from 
6400 PPS (EU average 26%) in the region 
Severozapaden (Bulgaria) to 83 200 PPS 
(334% of EU average) in the region of Inner 
London (United Kingdom). The ratio 
between these two extremes is 13,1:1 
development. 

Other highly developed regions are: 
Luxembourg with 68 500 PPS (275% of EU 
average), with 55 000 PPS Bruxeles (221%), 
Hamburg with 47 800 PPS (192%), Prague 
42 800 PPS (172%) and Ile de France 
(169%). 
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125% of the 41 regions exceeding the 

growth rate of the Community. Of these, nine 
are in Germany, five each from the 
Netherlands and the United Kingdom, four 
from Austria, three from Spain and Italy, 2 
each from Belgium and one from Finland and 
Czech Republic, Denmark, Ireland, Greece, 
France, Slovakia and Sweden and 
Luxembourg. 
Prague is actually the region with the highest 
GDP per capita in the new Member States. 
Bratislava (Slovakia) with 39 900 PPS 
(160%) holds the 12th position among the 
most developed regions. 

Prague and Bratislava regions are 
exceptions to the new Member States as the 
next best-placed regions of these countries 
occupy 94 seats (Zahodna Slovenija - 
Slovenia with 26 600 PPS - 107%), 111 
(Kozep-Magyarorszag - Hungary 25 600 PPS 
- 103%) and 146 (23 300 PPS Cyprus - 94%) 
With the exception of four regions 

(Bucharest-Ilfov Romania, Mazowieckie 
Poland, Malta and the Czech Republic 
Střední Čechy), all other regions of the 12 
new EU Member States have a GDP per 
capita less than 75% of EU average. 
The less developed economic regions are 
located in Bulgaria and Romania. It has a 
negative record Severozapaden in Bulgaria 
(26% of the EU27 average), followed by 
North-East of Romania, and Yuzhen 
tsentralen Severen tsentralen in Bulgaria (all 
27% of the EU27 average). 

Of the 66 regions with a lower growth rate 
of 75% of the EU27 average, 15 are from 
Poland, Greece and Romania by 7, 6 each 
from Bulgaria, the Czech Republic and 
Hungary, four each from Italy and Portugal, 
three in Slovakia , 2 from France, 1 from 
Spain, Slovenia and the United Kingdom and 
throughout Estonia, Latvia and Lithuania (see 
Table 1). 

 

Table 1: Regional GDP per inhabitant in the EU27 
 

Regions with the highest rates of growth (in 
PPS, EU27 = 100) 

 

Regions with the highest rates of growth (in 
PPS, EU27 = 100) 

 
1  Inner London (UK)  334  1  Severozapaden (BG)  26 
2  Luxembourg (LU)  275  2  Nord-Est (RO)  27 
3  Bruxelles-Cap. / Brussels Hfdst. 

(BE)  
221  3  Severen tsentralen (BG)  27 

4  Hamburg (DE)  192  4  Yuzhen tsentralen (BG)  27 
5  Praha (CZ)  172  5  Yugoiztochen (BG)  31 
6  Île de France (FR)  169  6  Severoiztochen (BG)  32 
7  Southern & Eastern (IE)  166  7  Sud-Vest Oltenia (RO)  33 
8  Groningen (NL)  165  8  Sud-Est (RO)  34 
9  Oberbayern (DE)  165  9  Sud-Muntenia (RO)  34 
10  Stockholm (SE))  165  10  Podkarpackie (PL)  37 
11  Wien (AT)  163  11  Lubelskie (PL)  37 
12  Bratislavský Kraj (SK)  160  12  Észak-Alföld (HU)  39 
13  Bremen (DE)  159  13  Észak-Magyarország (HU)  40 
14  Berkshire, Buckinghamshire & 

Oxfordshire (UK )  
156  14  Nord-Vest (RO)  40 

15  Darmstadt (DE)  156  15  Podlaskie (PL)  40 
16  Utrecht (NL)  155  16  Warmińsko-Mazurskie (PL)  41 
17  North Eastern Scotland (UK)  153  17  Dél-Alföld (HU)  42 
18  Hovedstaden (DK)  150  18  Swietokrzyskie (PL)  42 
19  Noord-Holland (NL)  150  19  Centru (RO)  42 
20  Åland (FI)  143  20  Dél-Dunántúl (HU)  43 
Source: Eurostat, Newsrelease, Regional GDP per inhabited in 2007, no.25, 18/2/2010. 
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As a result, in 67 EU regions, GDP per 
capita is less than 75% of the EU average, 
three quarters of their number being in the 
new Member States. 
On the other hand, regions with a GDP per 
capita less than 125% of the EU27 average 
covering 20.6% of Community population. 

Most EU population (55%) live in regions 
with a GDP per capita of between 75% and 
125% of the EU27 average. In 28 regions, 
with a population representing 9.9% of total 
EU GDP per capita is less than 50% of the 
EU27 average. With the exception of French 
Guiana, all other regions are in the new EU 
member states. 

Of the 30 NUTS2 regions of the candidate 
states, only two (Sjeverozapadna Hrvatska 
Croatia and Istanbul) have a GDP per capita 
close to 75% of the EU27 average. 
Nine regions in candidate countries for 
accession to the EU 27 have a GDP per 
capita less than 50% of EU average. 

The lowest levels of GDP per capita in the 
27 Member States and three candidate states 
you have regions Van (15% of average EU-
27) and Agriculture (18.2%) located in 
eastern Turkey. There are significant regional 
differences even between EU27 Member 
States and between the candidate. The largest 
such differences are manifested in Turkey, 
where the ratio between the developed and 
least developed region is 4,9:1 in the United 
Kingdom (4,6:1) and Slovakia (3,5:1 ). 

The smallest regional disparities are found 
in Slovenia and Sweden (1,5:1) and the 
Netherlands (1,6:1). Moderate regional 
differences related to GDP per capita (less 
than 2:1) shall meet, except Slovenia and 
Croatia, only in the EU15. 

In all EU 12 Member States, Croatia and 
some 15 member states, an important part of 
economic activity is concentrated in the 
capital. Often, these capitals have the highest 
GDP per capita. As is the case of capital: 
Bruxeles, Sofia, Prague, Athens, Madrid, 
Paris, Lisbon, Budapest, Bratislava, London, 
Warsaw and Bucharest. If it makes a 
comparative analysis between the extreme 
values of 2000 and 2010 reveals that the 
evolution of the EU15 states was very 
different from that of the EU 12 states. While 
this gap has decreased in all EU15 Member 
States, in several EU 12 Member States and 
Croatia, has widened. 

An interesting aspect is related to the 
mitigation of regional disparities in the 
EU27. This situation has advantages those 
regions that have managed to obtain an 
average annual growth rate of 3% higher than 
average. These regions are considered 
dynamic. 
In contrast, some regions in the EU15 
undergoes characterized by loss of growth 
rate. Developments in both directions, this 
process leads to extreme differences whose 
values range from 52% for the region 
Bratislavsky kraj (Slovakia) and 35% for 
Bruxeles. 
Following the most dynamic community are 
those in peripheral regions west and north 
east. Economically dynamic regions are also 
found in Croatia and Turkey. 
For the EU15 recorded strong economic 
growth, Spain, Ireland, Greece, United 
Kingdom, Finland and Sweden. On the other 
hand, the growth trend has flattened in most 
EU15 Member States. 

Some regions of Italy, Belgium and 
Austria could not reach EU average growth 
during 2000-2010. In France, however, the 
period, all regions except Guadeloupe and 
Martinique, have recorded a higher growth 
EU27 average. The same positive trend they 
had two thirds of the regions of Portugal. 

In the EU 12, EU economic growth above 
the average were recorded in the Baltics, 
Romania, Czech Republic, Slovakia and in 
most regions of Poland. Croatia, Former 
Yugoslav Republic of Macedonia and Turkey 
have achieved many of the region’s economic 
growth above EU average for the period 
2000-2010. 

36 EU regions have exceeded the EU 
average by more than 10%. Of these, 20 are 
in the EU 12. Top 10 regions with the fastest  
growth coming from nine Member States. 
Capital regions continue to have high growth 
rates in all EU states. 
EU 12 region which had the greater 
economic growth in 2000-2010 is the 
Western Region (Romania), an increase of 
21.4%. 

At the same time, of the 31 regions had 
lower growth than the EU27 average of 10%, 
15 are from Italy, 4 in Belgium and three in 
France, which shows a certain concentration 
of this phenomenon. 
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In the EU 12, the period examined, only 

three regions have experienced an economic 
decline from the Community average: Malta 
(-7.2%), Nyugat-Dunantul Hungary (-1.3%) 
and Zachodniopomorskie Poland (-0.2%). 

Trend growth in Turkey during 2000-2010 
was heterogeneity. The process of economic 
approximation (catching up) ran well in the 
western regions of the country, particularly in 
Istanbul and Bursa. 

Eastern regions and islands, especially 
Kayseri and Agriculture, received an above 
average growth. 

In contrast, other regions of the eastern 
Mediterranean coast, particularly Adana, 
have substantial economic contraction. 

Catch-up process in the EU 12 reached 
1.5% annually during 2000-2007, compared 
with the EU27 average. This process was 
much faster than developed in the 90s. 
GDP per capita in the EU 12 states increased 
from 45% of the EU27 average in 2000 to 
56% in 2007. The economic crisis has caused 
a gradual decrease in growth rate of EU 12, 
but to a lesser extent than in the EU15 
Member States. In fact, EU regions hardest-
hit have been those with a GDP per capita 
and very dependent on exports. 

According to this conclusion, the regions 
should participate actively in inter-regional 
trade if they want to become prosperous in 
economic terms - social. More prosperous 
regions tend to achieve balance of payments 
surplus, while the less competitive regions 
have a long-term deficit. At regional level, 
analysis of international trade is extremely 
difficult, simply because a region achieved 
commercial operations to other regions in the 
same state as operations such as foreign 
trade. It is nevertheless undeniable that a 
combination of global trade freer and more 
developed regions can help to open for 
import and export. 
To understand why some regions were more 
successful than others from their exports and 
specializing in manufacture and export of 
certain goods, we use the theories of 
international trade. 

As long as the regions trade done directly 
with the world, items that affect international 
trade can easily be revealed at the regional 
level. This is particularly so since the 
traditional trade theory was initially 
developed based on inter-regional and then 
international. 

Ricardian theory and, later, Heckscher - 
Ohlin tried, in turn, explain the importance of 
regional trade has on economic growth. The 
current economic research, however, 
exceeded the limits imposed by the classical 
theories, now there are at least five 
performance models. 
The first two relate to the technological gap 
theory and the theory of the production cycle. 
Both models highlight the role of innovation 
and technical progress. Other models are 
those relating to industrial location theory 
(Hay and Harrigan), Inter-sectorial trade and 
trade within firms. 

Technological gap theory argues that a 
region that may generate an increased flow of 
innovations and new products will gain an 
advantage from this production. This 
advantage will not be permanent, but will 
create a gap of imitation and other regions 
until they can accomplish the same products. 
This gap covers two aspects of imitation: 
original, innovative region will make the new 
product but it will not export, because there 
still exists demand for it, consumers in other 
regions, not knowing it yet; 

Then, the region will start exporting a new 
product in other regions. This stage is the 
goal of creation. With time, taking over the 
production and to other parts of the good, 
innovative region will gradually lose the 
export advantage and domination. Because 
regions are open in terms of commercial time 
that widespread production of a new good 
will be quite short. The only viable obstacle 
to the movement of information between 
regions is the law on copyright, patents and 
innovations from each country. 

Production cycle theory shows that some 
regions may be the most favourable place for 
the location (location) to the production of an 
asset at a certain stage of his life, while other 
regions may benefit in other stages of the life 
cycle of the good. Several stages have been 
identified: 

- early stage: early stage is that region 
that is most capable of providing scientific 
research and development inputs, and a 
special skill labour, to ensure a monopoly of 
production. 

- the high level of wages and demand 
at regional level will also promote, develop 
new products. At this stage, the high cost of 
production is a particular problem, as long as 
other regions cannot yet produce the good; 
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- second stage: second stage, the 

production becomes more standardized and 
production technology is becoming more 
common. These processes allow other 
regions to compete for export with the initial 
region. Over time, new producers, having the 
advantages of lower wages and fewer 
workers will make it hard for innovative 
region; 

- the final phase: the final stage, the 
regions receiving the lowest salary levels and 
semi-qualified labour abundant factor will be 
favoured in the standardization process of 
production. Initial innovative region can 
become progressively unable to compete in 
the local market. 

A third model, which explains the regional 
trade specialization is based on the analysis 
of industrial location. Classical location 
theory argues that the branches are placed in 
office by minimizing costs. Most important 
categories of costs are related to transport and 
work factor. In addition, economic 
agglomerations and economies of scale are 
particularly important location costs. 

Inter-sectorial trade known phenomenon 
of attention lately. In the theory of 
corresponding regions are considered distinct 
focus their products on which export them in 
exchange for other products. It appears, 
therefore, a substantial quantity of goods 
Inter-sectorial, which is the subject of trade 
between regions. 
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