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PART I. Executive Summary 

 

Hungary has made very significant progress last decades in building a market-oriented, 

competitive economy which is fully integratedinto the European Union (EU) and the world 

economy at large. In the process of EU enlargement, Hungary has moved closer to the core of 

the European market. For some time prior to the recent downturn, Hungaryôs economic 

growth was well above that of the more advanced countries, resulting in the convergence of 

its gross domestic product (GDP) per capita. 

 

Insufficient innovation capability is among the factors preventing Hungary from better 

adjusting to evolving competition, notably from emerging economies, and from seizing the 

opportunities arising from technological change and globalisation. OECD countriesô 

experience shows that government policy can play a decisive role in improving innovative 

performance by establishing favourable framework conditions and adopting policy measures 

for overcoming specific market or systemic failures.  

 

Hungary should strive to make good use of the opportunities provided by the increased funds 

to be made available for investment in R&D and innovation by the European Union in the 

new planning period (2007 - 2013). Efficient use of these resources will require a clear 

strategic orientation, well-functioning governance mechanisms in science, technology and 

innovation policy, a strong commitment, and the adoption of good practices in 

implementation. (OECD 2009.) 

 

In summary, the regional innovation system in West Transdanubia is underdeveloped to the 

above mentioned regions. Number of modern policy methods have been initiated at regional 

and national level. The most important problems regarding to the regional innovation policy 

are: a highly centralised system, very limited regional autonomy in RTDI policy, dependence 

of regional innovation policy on the national frameworks, and no significant regional financial 

resources.  

 

At the same time, West Transdanubia lags behind in research and development. The decrease 

in industrial production and productivity can also be interpreted as being linked to low R&D 

activity. A further aspect is that the small- and medium-size companies are not able to 

integrate the most recent results of R&D into the production processes, i.e., participate in 

spin-offs. Developing small- and medium-size businesses is likely to be one of the top 

priorities in economic development of the region. 

 

West Transdanubia can also be seen as one of the most innovative regions in Hungary. The 

first industrial park in Hungary was established there, the first innovation centre (excluding 

the capital Budapest) was also founded there. The first and most successful cluster 

organisations were initiated by the region, and the Pannon Business Initiative and Network, as 

new policy instruments, also started in West Transdanubia. The region was among the first to 

have its own regional innovation strategy and was a pioneer in developing a new technology 

foresight programme. 
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However, several important developments have occurred in regional innovation policies in 

Hungary in the last years (establishment of regional innovation agencies, regional university 

knowledge centres, cooperation research centres, Innocheck programme, regional innovation 

development), but almost all the new measures have been launched by the central 

government. Only in very few cases have policies been designed jointly with the regional 

players. Despite the lack of regional resources, several new, innovative measures have been 

launched in the last decade. 

 

The key sectors for future economic development in the region should be those identified by 

the technology foresight programme: mechanical engineering (automotives, electronics, and 

mechatronics), tourism (health tourism and rural tourism), environmental industries (wood 

and furniture industry, environmentally friendly resources and technologies, renewable 

energies), knowledge industry (education and research activities), and some horizontal sectors 

such as information and communication technologies, logistics, and transportation. In most of 

these sectors, network building has already been started. (Grosz 2007.) 

 

In the future, networks, clusterisation, and SMEs have to be given central priority in the 

development of innovation and R&D policy. The programmes of innovation centres, clusters, 

and other development organisations have to focus on the improvement of the innovation 

capacity of SMEs and the support of their innovation activity. Fostering cooperation and 

mutual learning are likely to be crucial measures in such a context. 

 

In the last decade, a completely new regional innovation system has been formed in West 

Transdanubia, including new innovation centres, new cluster organisations, new university 

based knowledge and research centres, a new regional innovation agency and council. To 

date, the most important elements for a regional innovation system are present within the 

region. In the next few years, the main task will be to fill out the interstices of the ñhardò 

elements, i.e., infrastructures, organisations, and institutions, with the ñsoftò elements of 

development requirements, e.g. knowledge and intellectual capital formation. (Grosz 2008.) 

 

In the last few years, the existing key players in the regional innovation system have 

established very good partnerships and cooperation with their foreign counterparts especially 

in Austrians. Such cooperation has not only had a direct impact on real output, it has allowed 

for a sustainable knowledge transfer on innovation policy and management. In more recent 

years, connections to Slovakian partners have also gained in importance for regional actors. 
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PART II. Report on regional situation of the West - Transdanubian Region 

 

II.1 Introd uction  

 

Hungary is a small, centralized country: the capital Budapest is the political, economic, 

educational, cultural, and transport hub. 

The country is composed of 19 counties and the capital Budapest (NUTS 3 level), which are 

the traditional subnational level in administration with local governments. However, they do 

not have any decision-making power concerning education, research, technological 

development, or innovation (RTD I) policies. Moreover, they are simply too small to act as 

catalysts for regional development. 

 

It is for this reason that these 19 counties were merged into seven so-called statistical-

planning regions (NUTS 2 level) in preparation for joining the EU . 

 

Nowadays, these regions are undergoing several important development processes; however, 

there are no elected local governments at this level, only delegated bodies such as regional 

development councils which operate with limited competences and financial background, 

thanks to the highly centralised system. 

 

 

 

One of these seven regions is West Transdanubia, which is located in the western part of 

Hungary. Although the official name of the region is West Transdanubia most of the regional 

organisations use the name Pannonia which is the Latin name for the western part of Hungary 

stamming from the Roman eraðinstead of Transdanubia and west Pannon Region of west 

Transdanubia. 
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West Transdanubia was not among the highly industrialised regions of Hungary during the 

socialist era, so the crisis of collapsing industries and increasing unemployment rates 

following 1989 was moderate compared to other parts of the country. 

 

However, West Transdanubia did have some key sectors, which had to be modernised after 

the system change in 1989. The most important sectors were mechanical engineering, the 

textile industry, and the food industry. In the last 15 years, West Transdanubia has become 

one of the most dynamic regions of Hungary. 

 

Thanks to RDI (especially from Germany and the neighbouring Austria). In 2003, the regionôs 

GDP per capita in PPP indicator reached 69% of the EU -27 average. A series of major 

industrial companies have been settling in the region and provided remarkable activities in the 

automotive and electronics sector. Some of these foreign direct investments have been 

attracted by the low cost workforce, so low value-added production activities are significant 

in this area. This is also in line with the relative lack of R&D and results in a lack of 

knowledge-based economic development. Local SMEs benefit from growing industrial 

prosperity only at a relatively low rate (Grosz 2007). 

 

The RDI that came to the region in the last 15 years brought new technologies, new 

management methods, improved the skills of the labour force, and thus contributed to 

innovation capacity. 

 

The region was able to adopt successful new organisational models, techniques, and 

development tools faster and more easily than other regions in Hungary. Industrial parks, 

innovation centres and incubators have been established in order to stimulate innovation, 

start-ups, and SME activities, and networks and cluster organisations have been founded to 

encourage cooperation activities. However, there is still a significant lack in the networking 

and management know-how needed to implement these strategies successfully. 
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General situation of regional entrepreneurship and innovation capacity  

 

Regional R&D Competencies 

 

Research and development activities stimulate the economic development and improve 

competitiveness. At the beginning of the ô90s, R&D activity in West Trandanubia was 

decreasing due to decreasing demand and lack of financial resources. Most of FDI in the last 

decade didnôt include any R&D activity. However, in the last ten years, a dynamic increase 

has been seen in the number of research units, researchers, and research themes in West 

Transdanubia. 

 

Nevertheless, the research and development potential of the region lags far behind economic 

performance and does not reflect population share (Grosz/Smah·, 2006). In terms of R&D 

indicators, the region is among the weakest in Hungary. The total R&D expenditure in West 

Transdanubia is only 0.3% of GDP, far below both the EU and Hungarian average. The 

number of research units in the region is below 200, most of them are affiliated with 

universities and higher educational institutions, in particular with the  

 

- University of West Hungary in Sopron and Mosonmagyar·v§r,  

- Sz®chenyi Istv§n University in GyŖr, and the  

- Pannon University in Keszthely.  

 

There are only two academic research institutes in the regionðalso situated in Sopron and 

GyŖr (the Geodetic and Geophysical Research Institute and the Centre for Regional Studies). 

 

Until 2005, there were no research institutions in the region really capable of serving the 

needs of key business sectors. In the last years, two university knowledge centres and two 

cooperation research centres have been established at the two universities, incorporating 

regional firms and addressing their respective R&D needs (Csizmadia/Grosz, 2006).  

 

These centres are establishing industry-science links in the areas of automotive industry, 

electronics, wood industry and renewable energy. R&D activities are not really significant 

within the enterprise sector, since at multinational companies most high-tech solutions, 

manufacturing processes, and finished parts are delivered to Hungary as part of the 

international trade flows (e.g., at Audi, LuK, GE , Magna, Edag). 

 

Owing to the spatial concentration of universities in the region, R&D competencies exhibit 

notable disparities, the main focus lying on the northern part of the region (GyŖr, Sopron) 

(Csizmadia/Grosz, 2006). The number of R&D personnel in West Transdanubia is only 1,500, 

the lowest among the Hungarian regions. 
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Overview of R&D in West Transdanubia 

 

The R&D competencies of the region are connected to the most important education fields of 

the large higher educational institutions in the region and, of course, to the key sectors of 

West Transdanubia, where evidence of cluster formation is becoming ever stronger. The most 

important fields here are: 

 

- The automotive sector, especially in the area of GyŖr; focused on the Sz®chenyi Istv§n 

University-based R&D centres and the R&D activities of a growing number of 

automotive firms; 

- Electronics and mechatronics, mainly based on business R&D activities; 

- Renewable energy and technologies, especially at the University of West Hungary, but 

emerging at the Sz®chenyi Istv§n University as well; 

- The wood and furniture industry and related technologies at the University of West 

Hungary and based on firms in the Zala and Vas counties; 

- Agriculture and food industry, based at two university, faculties in Mosonmagyar·v§r 

and Keszthely. 
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Most promising sectors-progress 

 

Some industries that were considered formerly conventional - as food, light or textile industry 

- have been depreciated and continue  to loose their role, while machine industry - also with a 

hundred yearsô tradition - checked after the collapsing eastern markets, then it was gradually 

renewed - firstly with the appearance of multinational investors (Audi, Opel, Flextronics, 

General Electric, etc.).  

Within the machine industry, unambiguously dominant branches are: car industry, as well as 

manufacture of electrical machines, instruments and communication engineering. 

Dynamically growing sector is industrial gas production branch of the chemical industry, 

which is built on natural resources. (Natural occurrence of carbon dioxide with the biggest 

extension in Central Europe can be found at R®pcelak.) 

 

Leading Sectors 

 

In terms of investment per capita, the West Transdanubia Region ranks second after Central 

Hungary (including Budapest as well), scoring considerably higher than the national average. 

The same is true for GDP, where West Transdanubia is the second strongest region within the 

country. The regionôs economic structure is well balanced; it is based on a number of pillars 

and ranks above other regions in terms of attracting foreign capital, the ratio of industrial 

investments, and industrial exports (ROP 2007). 

 

In terms of economic performance, the industrial centres that were the most capable of 

attracting foreign working capital have acted as the drivers for development: GyŖr, 

Szombathely, Sopron, S§rv§r, Mosonmagyar·v§r, as well as Szentgotth§rd and its vicinity. 

Dynamic economic restructuring has not taken place evenly across the region and there has 

been a further increase in existing regional differences (between more developed GyŖr- 

Moson-Sopron and less developed Zala) (Grosz 2007). 

 

Almost 99% of the enterprises of the West Transdanubia Region are small or micro-

businesses employing 50 people or fewer. Overall, they employ considerably more than half 

of the employed workforce. However, they account for much less than 50% of the GD P, and 

their portion of exports is even smaller (60% of all exports of the region originate from the 

industrial parks). It is obvious, therefore, that developing this sector may yield considerable 

economic growth. 

 

In order to decrease the vulnerability stemming from the high mobility of foreign capital - i.e., 

if the region wants to prevent multinational companies from relocating away from West 

Transdanubia - and in order to sustain the regionôs competitiveness, it is essential that the 

existing economic development model be transformed. The current model relies on the 

attraction of foreign capital involved in low - complexity production using lowcost labour. 

The new innovation - driven economic development model should be based on competitively 

priced, skilled labour that is involved in the development and production of complex 

products,on continuous innovation, and on further attracting as well as internally developing 

R&D and innovation-oriented companies (Grosz 2006). 
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Corresponding with the most important sectors of the region, cluster initiatives have been 

launched continuously since 2000. 

 

These initiatives are aimed at promoting cooperation and interaction between companies and 

providing special services as well as infrastructure for the key sectors that play a dominant 

role in the economy of the region 

 

- automotive industry,  

- electronics,  

- mechatronics,  

- wood and furniture industry,  

- environmental technologies,  

- alternative resources,  

- health tourism,  

- medical tourism,  

- logistics 

 

as well as for related and supporting industries (Csizmadia/Grosz 2006). They are based on 

developing a highly skilled workforce in line with the expectations of the clusters, and on 

providing new technology and technical infrastructure. The objective is to improve the 

competitiveness of the enterprises already operating in the region and to launch new 

enterprises. In line with strategic community guidelines, the region is consciously 

concentrating on achieving an economic situation which is in line with its requirements and 

possibilities, where the basis of growth is innovation and entrepreneurial intellectual potential 

(ROP 2007). 
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Main problems-obstacles in development of innovative SMEs  

 

Innovation or research activities of the enterprises are with high probability significantly 

influenced by the innovative milieu experienced in the region. In the following we will 

examine conditions for the implementation of innovation; our intent is to assess innovative 

ability of the region by qualifying various facilities/capabilities of the region - to what 

extent do they promote development and innovations in their present state. This analysis 

was performed both for the total and for our innovative sample. Rating was carried out on a 

one to three scale where grade one meant a high, grade 2 a medium, and grade 3 a low 

quality, resp.  

 

Evaluation of the implementation conditions for innovation in the West Transdanubia region (all 

enterprises) 

Conditions (in the order of quality)  

How many % of the enterprises marked 

High Medium Low 
Not 

affected 

Appropriate suppliers and contractors 15.6 48.5 23.4 12.6 

Properly trained workforce 12.5 54.4 25.3 7.8 

Consulting services 12.6 26.4 27.4 33.7 

General business environment, 

climate 
6.8 48.2 33.7 11.3 

Research capacities and supply 7.8 26.4 31.4 34.4 

Availability of venture capital 5 41.2 41.2 12.6 

Cooperativeness 4.3 40.2 38.2 17.3 

Supply of capital (availability of gen. 

financial sources) 
3.5 46.1 41.6 8.8 

Solvent demand for innovation 4.5 32.7 47.4 15.4 

Innovative and economical support 4 28.3 50.9 16.8 

*Total number of enterprises: 401 

Source: Grosz (2008)  compilation based on company survey, 2007 

 

Similarly to the results of other research, the two most outstanding capabilities are the 

appropriate suppliers and contractors, as well as the properly trained workforce. Existence of 

the appropriate suppliers and contractor were graded by 17.8% of the West Hungarian 

enterprises as high quality and 55.5% as medium quality. Taking only the innovative 

companies into account, the same numbers are 19.7 and 52.5%, resp. Based on results of the 

Eurostat CIS4 survey published in February 2007, between 2002 and 2004 for17% of the 

innovative enterprises in the EU27 countries the co-operation partner meant the suppliers 

(Fourth Community Innovation Survey 2007).  

 

This ratio is much higher in Hungary, it is 26%. According to our survey, quality of the 

properly trained workforce was graded by 13.6% of the companies of the region as high and 

by 59% as medium. For the innovative companies the same numbers are 15.1, and 53.6%, 
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resp. Third best feature among the factors is the existence and availability of consulting 

services; quality of this feature was rated by 18.9% of the companies in our representative 

sample as high and 39.8% as low, while the same figures for the innovative companies are 

20%, and 43.4%, resp.  

 

Evaluation of the implementation conditions for innovation in the West Transdanubia region 

(innovative enterprises) 

Conditions (in the order of quality) 

How many % of the innovative enterprises 

marked? 

High 
Mediu

m 
Low 

Not 

affected 

Appropriate suppliers and contractors 17.9 47.8 25.4 9 

Properly trained workforce 14.4 51.2 29.9 4.5 

Consulting services 14.5 31.5 26.5 27.5 

General business environment, 

climate 

9 52.5 30.5 8 

Research capacities and supply 12 29.5 30.5 28 

Availability of venture capital 4.5 43 40.5 12 

Co-cooperativeness 4.5 45 35.5 15 

Supply of capital (availability of gen. 

financial sources) 

4 50.7 37.3 8 

Solvent demand for innovation 5 36 48 11 

Innovative and economical support 5.5 33.3 49.8 11.4 

*number of innovative enterprises: 201 

Source: Grosz(2008) compilation based on company survey, 2007 

 

There were not much differences between how enterprises in our total sample assessed 

innovative conditions of the region, vs. how those in our innovative sample did the same (only 

two parameters, i.e. availability of venture capital and availability of general financial means 

change places), so only assessment of only companies from the total sample will be shown in 

the following. Forth parameter in the ranking is the general business environment, the óbusiness 

climateô - a factor indicating innovative capacity of the region -, which is followed by the 

research capacities and the supply.  

 

Availability of venture capital is in the sixth place, followed by the cooperativity, the capital 

supply, and the solvent demand for innovation. Last in the line is the innovative and economic 

support, which was graded as high only by 4.8% of the companies in the representative sample, 

and graded as low by a significant portion (61.1%) of them. Innovative and economical support 

is not available for 16.8% of the companies. Looking at the innovative enterprises, the picture is 

somewhat more favourable, though only 6.2% of them graded innovative and economical 

support in the region as being high. Results are calculated by counting in the ónot applicableô 

answer. 
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Initiatives, regional programmes & tools supporting innovative entrepreneurship 

 

Governance and Policies 

 

As mentioned above, the most important governmental organisations at regional level in 

Hungary are the regional development councils, which are not elected but delegated bodies. 

Their executive bodies are regional development agencies. However, budgetary and 

administrative decisions are still prepared on a county level; only on certain necessary 

developmental and administrative issues does the regional level have decisional power. 

 

Organisations of Governance and Development 

 

The region of West Transdanubia has no elected body. In 1997, the West Pannon Regional 

Development Council was established by law. In participation with the counties GyŖr-Moson-

Sopron, Vas, and Zala, it is responsible for regional development and town and country 

planning, It is made up of representatives from the counties, cities with county rights, the 

small regions, and of ministries. It is strongly tied to the national executive level and therefore 

has to follow national policy guideline. Its most important tasks are the operating of the 

competition systems in connection with decentralised resources, the programming and 

planning at regional level, and the regional coordination of the development of the economy.  

 

Regional Development Council 

 

The law about regional development and town and country planning adopted in 1996 created 

the basis of the institutions of regional development in Hungary, thus also the establishment 

of the independent regions. In 1997, the West Pannon Regional Development Council was 

established with the participation of the counties GyŖr-Moson-Sopron, Vas and Zala. The 

Council was re-formed in 1999 then in 2004 because of the obligation of the rule of law.  

 

In the Council, the presdents of the councils of territorial development of the counties, the 

mayors of the five towns of county rank of the region, the representatives of the small regions, 

the chairperson of the Regional Tourist Council, as well as the 11 representatives of the 

government delegated by the ministers have right of voting, thus the number of members is 

23. 

 

During the working and activity, the Council pays a high attention to the wide publicity, so 

the number of the permanent invited guests is approximately 200. It was the first among the 

regions which opened up the materials of the meetings on its web site. The Coordination 

Committee helps the Council to assume its responsibilities, while the Council co-operates 

with the professional authorities and organisations of the region considering partnership and 

professional attitude. 

 

javascript:void(0)
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Role of research & technology parks - business parks, clusters 

 

Clusters 

 

The newly established cluster initiatives aim to promote the clusterisation processes in an 

individual branch by stimulating cooperation among enterprises and between business and 

nonprofit organisations (higher education, research, special services, infrastructures), by 

providing cluster specific services, and by accelerating the flow and spread of information.  

 

Cluster organisations in the region are important tools for creating and forming the missing 

elements of regional innovation systems and for improving the relationships among the 

different elements of the whole system. Cluster management, members, and related 

professional bodies, institutions, and associations possess the specific information required for 

the development of the given sector or cluster. 

They can identify the most important development directions and mobilise relevant 

enterprises, as well as formulate and articulate inputs for policy decision makers and 

development players. Cluster organisations contribute to the improvement of the innovation 

environment of the region by supporting cooperative activity and the spread of best practice 

among cluster members (Grosz 2006). 

 

From 2000 to 2005, five cluster initiatives were established in the region, but two of them 

were not really successful. Experience and sector analysis led to further clusters being 

founded at the end of 2005. In 2006, as we mentioned before, the so-called Pannon 

Clusters decided to found an association, a network for the coordination of their work and 

activities and to intensify investment in West Transdanubia by supporting the cooperation of 

the 23 industrial parks in the region (Pannon Business Network 2006). 

 

Business Parks 

 

Economy developmental and rural developmental political means which were applied in the 

West Transdanubia region from the beginning of the 90ôs were  primarily those with the aim 

of an effective and fast transformation of the industrial and economic structure, the prevention 

and management of employment issues, creation of the basis for a dynamic economic growth. 

One of the most important elements of these means is formation of Business Parks. Of course, 

formation of Business Parks was started first in the most important industrial centres of the 

region at the early 90ôs with the aim to provide prepared, industrialized areas equipped with 

wide infrastructure for the foreign investments which, sold on a discounted price and 

connected with tax and other preferences can promote the transformation of the economic 

structure of a given township and the creation of workplaces.  
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II.2. Specific characteristics of the region under study 

 

II.2.1 General Situation in the region and regional indicators  

 

Geographical location/ characteristics and their effects on the economic, industrial etc. 

opportunities 

 

General Introduction  

 

The 7 statistical-planning regions were accepted in Hungary in 1998 with a parliamentary 

decision. 

The West Transdanubia region consists of three counties: GyŖr-Moson-Sopron, Vas and Zala. 

It is stretching long in the North-South direction. 

  

The region has borders with for countries: with Austria to the West, with Slovenia and Croatia 

to the South-West and with the Slovak Republic to the North. The regionôs neighbours are 

Central Transdanubia to the East and South Transdanubia to the South. 

The regionôs 11,183 km2 area is 12% of that of Hungary; from this GyŖr-Moson-Sopron lies 

on 36%, Vas occupies 30% and Zala 34%.  

 

Natural geography of West Transdanubia shows a significant variability. There are three 

landscape units on its area: the Small Plain, Alpokalja (feet of the Alps) and part of the 

Transdanubian Hills, complemented by the Northern and Western shoulders of the 

Transdanubian Medium Mountain. The landscape with a diverse surface is rich in 

watercourses and natural or artificial lakes. There are several natural reserves of national 

protection on its territory (FertŖ-Hans§g National Park, ŕrs®g National Park). As regards 

natural resources, the region is rich in thermal and medicinal waters in the first place, in 

almost even distribution. 

 

West Transdanubia is rich in natural treasures and resources, conservation of which is an 

equal environmental and economical interest, their mild utilization is a big opportunity and 

task of the sustainable development.  

 

Serious environmental problems do not endanger the region, despite the significant industrial 

centres. After change of the political system, manufacture in several out-of-date industrial 

sectors that caused much harm to the environment (e.g. textile industry, machine industry) 

were ceased, reduced or transformed. Another factor that was also reduced is the extent of 

environmental load coming from agricultural activities, primarily due to an opening of the 

agricultural gap. Hence natural systems are characterized by a relative integrity. Conservation 

of the high biodiversity is important both from environmental and from economic (tourism) or 

social (quality of life) respect.  
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The West Pannon Region 

 

The West Pannon Region (NUTS II) has a unique geographical position in Europe: it is 

located at the meeting-point of 5 countries: it links Hungary with Slovakia, Austria, Slovenia 

and Croatia, and its inhabitants speak 7 languages. The region has an open urban network ï 

GyŖr and Sopron serve as bridges to Bratislava and Vienna, Szombathely and Zalaegerszeg 

provide link towards Graz and Northern Italy, whilst Nagykanizsa does the same towards 

Zagreb ï for the benefit of Hungary. 

 

The region made up of GyŖr-Moson-Sopron, Vas and Zala counties (NUTS III) constitutes 

12.2 % of Hungaryôs area (its territory occupies 11 329 sq. km). Around 10 % of the 

countryôs population live in the West Pannon Region (on January 1, 2004: 1,003,185 people).  

 

The settlement network of the region has special features which are to be taken into 

consideration when fulfilling public duties adequately on an acceptable level, and with regard 

to the regional policy as a whole. Namely, the settlement network of the region is 

characterised by an exceptionally high proportion of small and tiny villages in addition to the 

poly-centric urban network conditions. The settlement network is formed by 626 

municipalities and 29 towns. 

 

The exceptional high proportion of the small and tiny villages within the municipalities is a 

particular feature of the area. More than half of the municipalities in the West Pannon Region 

are small villages with a population of less than 500 people, and within this rate, 122 

settlements are considered ñtiny villagesò with a population of less than 200 people, where the 

proportion of the elderly people is exceptionally high (on average 30%). 

 

Pannon urban network: the poly-centric network of 29 towns is an organic part of the 

European urban network. The settlements around the five (!) towns with county rights are in 

different states of the agglomeration. The population concentration of the three county seats is 

typical. Eight towns with a population between 10-30 000 have regional central functions 

determinant in the poly-centric urban network of the region, and 16 towns (with a population 

les than 10 000 people) have important micro-regional functions.  

 

The viability of small villages is the key issue of the region. Half of our settlements has a 

population of less than 500 people, which require innovative and nature-friendly regional 

development means, and renewal from us.  

 

The economy of the region faces a significant challenge. In addition to the activities of 

multinational companies mostly based on semi-skilled labour, it is imperative to stimulate the 

innovation-oriented activities of the SME-s, and new productive activities requiring qualified 

manpower should be attracted to the region. All these should be done while currently the R+D 

potential is the lowest in the region, and its distribution is unequal. The basis and the core of 

the economy of the region is formed by the processing industry, including the automobile- 

and electronics industry dominated by multinational companies. Agriculture is less and less 
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important, while services are gaining significance, which actually corresponds to both 

international and national tendencies.  

 

General economic and financial services dominate the service sector. The significance of 

tourism-related industries has not increased although they should play a fundamental role in 

the development of several disadvantaged small areas in the region. There are certain 

challenges and shortcomings which can also be presented on horizontal, national, or even 

Central-European level, such as the lack of national medium-size enterprises, the low level of 

the integration of the multinational companies, or the problems of transport infrastructure. 

 

The innovative of the regin is to be resolved ï the critical factor of maintaining the dynamism 

of economic is that research, development, and innovation in our region amounts to just 50 % 

of the national average. The pioneers of the network and regional economy are the Pannon 

Automotive Cluster and the Pannon Wood & Furniture Cluster. 

 

The region has a unique natural environmental resources as far as spa potential is concerned, 

since it disposes of considerable assets both in quality and quantity, and is also boasts of the 

H®v²zi-t· [Lake H®v²z], the only lake in Europe suitable for bathing throughout the year. In 

addition to the spa tourist facilities, there are further possibilities to be explored in the region 

concerning the development of cultural and heritage tourism. The tourist exploitation of the 

natural and land resources focused explicitly on the variety the eco-tourism elements, of 

which provide a sound basis to develop this area. 

 

Our health tourism boosts our internal economy! ï Half of the spa tourist nights in Hungary 

are generated by the thermal network in the West Pannon area, which is the basis of the 

largest wellness region in Europe, and the driving force of the revival of our regional services.  

 

The special features of the terrain and settlement structure of the region cause serious 

problems in sewage treatment and waste management. There is no complex waste 

management, and waste is frequently dumped illegally. At the same time, significant 

development has taken place in the region, well above the national average. There is a high 

ratio of organised waste collection, and there many of waste dumps provided with technical 

protection which are in compliance with the EU and the Hungarian requirements. There has 

also been a remarkable improvement in the purification of waste water, but the authorisation 

and implementation of the nature-friendly sewage treatment, which providing an ideal 

solution for regions with small settlements and structured terrain with, is still hindered by 

problems of regulation and technical approach. 

 

Hungary still lags behind the EU countries in the field of using renewable energy resources. 

This is particularly true of systems of local significance. At the same time, the settlement 

structure in the West Pannon Region makes it necessary to make comfortable energy supply 

available for heating systems in small villages.  
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The transport infrastructure in the West Pannon Region is basically determined by its location 

among four countries. The significant transit traffic of the borders has a considerable impact 

on the conditions of both the roads and the environment. The public road infrastructure of the 

region is extremely unfavourable. Although one sixth of the national road network is located 

in the region, and the road density is the highest here among the regions (because of the 

settlement structure of the small villages), its composition is unfavourable: only 6.5% of the 

roads are motorways or main roads.  

 

Accessibility also poses a serious problem in the peripheral areas with numerous small 

villages which mostly lie at the border, and which are only accessible by one road and from 

one direction. The increasing congestion in the large towns of the region, the worsening 

environmental load caused by vehicle transport, and the inadequate public transport in the 

small settlements explain the necessity of improving and supporting the local and inter-

settlement public transport and the standards of the services. 

 

60 % of the commercial freight traffic of Hungary take place across the borders of the West 

Pannon Region, and since May, 2004 traffic has increased by 35% on some of our main roads. 

Among the largest 10 towns in Hungary, only P®cs and Szombathely are not accessible by 

motorway. It takes four hours to travel from GyŖr to Nagykanizsa. 

 

Education also faces special challenges in the region. Primary schools in small settlements 

cannot or can hardly keep up with larger institutions in a better situation in employing 

qualified teachers, in educational facilities, and in the accessibility to up-to-date educational 

infrastructure. The West Pannon Region does not play a leading role in the higher education 

and training system of Hungary, it is devoid of a real university centre, or a university 

network based on the facilities of the region including all the relevant elements of a 

ñuniversitasò.  

 

Regional inequalities in the living standard are reflected in the health condition of the 

population, which is especially true for the small settlements. There are considerable 

disparities between the counties and the micro-regions as well (concerning the diseases in the 

circulatory system the male population is in lead in GyŖr-Moson-Sopron county; Zala county 

takes the first place in death caused by cerebral arterial diseases, while Vas county leads in 

number of deaths caused by breast cancer; and mortality rate of males due to suicide and 

alcohol consumption caused by mental disorders is a serious problem in Zala county). A 

significant part of the diseases and illnesses can be effectively tackled by primary prevention. 

With regard to the healthcare system, it is often difficult to achieve regional conformity 

between certain medical services. 

 

The use of home computers and the Internet penetration is low the West Pannon Region, but it 

can be dramatically improved by the spread of broadband infrastructure in the near future. In 

the area of regional indicators of digital literacy, a significant improvement is necessary 

through launching training and content development schemes based on local needs. In the 

case of services provided to the enterprises, the use of computers is less typical, which should 

be urgently improved in order to make them more competitive. The number of public access 
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points has only increased in the West Pannon Region in the past few years, but there has been 

considerable growth since them, however, their electronic services should be expanded. 

 

The micro-regions of the West Pannon Region (22 NUTS IV regions) based on the complex 

developmental indices, and the location of the inner peripheries: 

 

 

 

 

 

Mosonmagyar·v§ri

GyŖri

Soproni
Csornai

Kapuv§ri

T®tiPannonhalmai

KŖszegiCsepregi

Szombathelyi
S§rv§ri

Celldºmºlki

Szentgotth§rdi

KºrmendiVasv§ri

Zalaszentgr·ti

Zalaegerszegi

Keszthelyi

ŕriszentp®teri

Lenti

Letenyei Nagykanizsai

 

* Colours in the map show the ranking order based on the complex index, dark colours 

indicate micro-regions with more favourable features, while the lightest colour indicates 

inner peripheries. 

 

The region consists of three counties (GyŖr-Moson-Sopron, Vas, and Zala) with a territory of 

more than 11 thousand square kilometres and a total population of 1 million inhabitants. The 

population is slowly declining despite moderate inward migration to the region. The region 

does not have a designated capital but is endowed with five county towns (GyŖr, Sopron, 

Szombathely, Zalaegerszeg, Nagykanizsa) each with 50-130 thousand inhabitants; the 

network of these five cities forms the basis for spatial development. 
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West Transdanubia is said to be the gateway of Hungary to Western Europe. It shares borders 

with Slovakia, Austria, Slovenia, and Croatia. Sixty-percent of Hungaryós trade crosses West 

Transdanubian borders, thus the region has an emphatic transit role. 

The closeness to the Western European countries and their economies is very important for 

the regionôs economic development process and, of course, for its innovation practice, both at 

firm and regional level. It allows for wide-scale international cooperation of local companies 

and organisations, and thus helps improve the innovation potential of the whole region. 

 

Geographical Features 

 

The West Transdanubia region consists of three counties along the Western border of 

Hungary: GyŖr-Moson-Sopron, Vas and Zala. The region stretching in the North-South 

direction - a unique feature - is bordered with four countries.  Slovak Republic, Austria, 

Slovenia and Croatia. Itôs neighbours are Central Transdanubia to the East and South 

Transdanubia to the South. 

 

There are three landscape units on the area of West Transdanubia: the Small Plain, Alpokalja 

(ôfeet of the Alpsô) and part of the Transdanubian Hills, complemented by the northern and 

western shoulders of the Transdanubian Medium Mountain. The landscape with a diverse 

surface is rich in watercourses and natural or artificial lakes. Due to its geographical location, 

West Transdanubia is a colourful area with a diverse topography. Different types of 

topographical unit can be found in tour region:  basins of great rivers (Danube, R§ba) and 

lakes (Balaton, FertŖ-t·), spacious plains (Small Plain) and hills (Hills of Vas-Zala), as well 

as some minor middle-range mountains (Mountains of Sopron, KŖszeg or Keszthely). 

 

This is the reason why its natural endowments are diverse, degree of forestation and the 

suitability of the land for agricultural activity is strongly dependent by the part in question. 

While plain areas are utilized mainly as plough-lands, the hills are covered with forests, 

corresponding to the type of soil prevailing there. Stock of forest and game of the region is 

not only a prominent natural value, but also represents a  high economic resource. Forestry 

should be transformed to be a more near-nature activity. From the agricultural aspect the local 

productivity of the land show big territorial diversity and by utilizing advantages in that 

feature there is a good chance to implement a multifunctional, diverse agriculture adapting to 

the endowments of the land. Owing to the geographical features and the settlement structure 

consisting of small villages the characteristic form is the small property, ensuring a mixed 

type of culture and divers landscape.  

 

The region is rich in natural values and its environmental status is relatively good compared to 

the nationwide average and to the problems seen in the other regions. There are 3 Natural 

Parks (FertŖ-Hans§g NP, ŕrs®g NP, Balaton NP), several nature reserves and nature 

conservation areas in the region. Designation of Natura 2000 areas has been completed. From 

among the non-protected natural landscapes the uncontrolled section of R§ba river is 

prominent even on a European scale. Built on the natural, landscape and cultural values, an 

advanced tourism was developed in several small regions.  
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The region is not very rich in energy sources and mineral substances. Nevertheless, from an 

economic point of view, its most important natural resource is certainly the stock of thermal 

and medicinal waters, which are abundant and erupt in a relatively uniform territorial 

distribution (the prominent ones: H®v²z, B¿k, S§rv§r, Zalakaros, Balf, Lenti). The oilfields of 

Zala, which were so rich formerly, are being exhausted. There are significant stocks of 

pebbles, clay and lignite. Their exploitation is, however, either undesirable from the aspect of 

landscape and environment protection, or is possible only on a limited scale. Features of the 

region are good as to renewable energy sources, especially in the field of wind energy, 

utilization of which is still a big opportunity.  

 

Environmental Status  

 

Infrastructure of West Transdanubia can be considered underdeveloped: states of its public 

roads are out-of-date (except for soma main roads), their capacity is insufficient and technical 

condition of the railway network is also obsolete. Underdevelopment of the internal traffic 

connections further increases the territorial unevenness to be seen along the north-south axis. 

It has a significant transit traffic, due to the four country borders and the increasing 

international transport demand, this effect can be observed mainly along the north-south axis. 

Condition of the air quality in the region is mainly determined by the traffic and the industry, 

and influenced by community heating. It can be generally stated that - except for the strongly 

industrialized towns - quality of the air is appropriate in major part of the region. However, 

traffic of trucks, which increased rapidly during the last decade, brought a significant 

deterioration along the main roads (primarily road No. 86). 

Every settlement have running water, however, sewage disposal is solved in slightly more 

than 50% of the apartments. This is why there is a risk of a gradually enhanced contamination 

of the surface and ground waters, that presents a serious environmental-healthcare problem 

even today.  

 

Energy saving and emission reduction can be achieved by reducing transport, development of 

public transportation, directing the personal and good traffic on the railway, and 

modernization of the cars. 

 

There are frequent problems in the sewage and waste treatment, due to the topological and 

settlement distribution characteristics of the region. Wastes are often disposed of on an illegal 

way and there is a lack of complex waste management. Rate of the organized waste collection 

is high and there are relatively many waste disposal sites equipped with technical protection. 

There is a powerful development in the field of sewage treatment, but there are numerous 

regulation and professional-attitude problems around the permission and implementation of 

the near-nature technologies of sewage treatment, which were an ideal solution for regions 

with small settlements and divided topography.  In spite of all the obstacles several exemplary 

projects have been implemented or are in the state of preparation. 

 

In order to its sustainable development, the region makes all efforts to support and promote 

utilization of renewable energy sources.  
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Significant attitude-forming and practical environmental and nature protection activities are 

carried out by the social organizations in the region and these activities should be further 

strengthened - considering other regions. 

 

Novel tendencies in the environmental protection and utilization of renewable energy sources 

 

In Vas county, the wind turbine power plant at V®p was completed and installed and a 

significant capacity wind power park is planned at Perenye in partial ownership of the local 

government. Further wind turbines are being planned in the Small Plain; more than 100 wind 

turbines in the Mosoni Plain and 45 ones in R§bakºz. 

 

Within the project entitled óFirst European Solar School in Hungaryô, a display and training 

solar lab was established in the Pusk§s Tivadar Vocational School at Szombathely, which is a 

unique establishment in Hungary. 

 

A wood-fuelled village heating plant was built at Porn·ap§ti while district heating power 

plants was built in Szombathely and Kºrmend. 

 

A sewage farm with alternative (reed root-zone) technology operates at K§m in Vas county. 

 

Building of biogas power plants are planned in several townships, e.g. in ŕriszentp®ter and 

Csºrºtnek. An Innovation Ecocentre for Renewable Energy Sources (Meg¼jul· 

Energiaforr§sok Innov§ci·s ¥kocentruma, MEI¥) is established at Nagyp§l that is intended to 

be a facility for the utilization and display of solar energy, biomass and wind energy. 

A power plant fuelled by organic by-products (e.g. straw) is planned to be built at V®p. 

The first geothermic power plant is planned to be built at Ikl·dbºrdºce, Zala county. 

 

A óSouth-European Centre for Study of the Climateô will be established at Sopron in the 

University of West Hungary. 

So far the international research has not paid due attention to the effects of climatic changes 

on South-Eastern Europe. Majority of the region lies in the forest-steppe bioclimatic zone, 

where relatively small changes can bring about significant ecological consequences.  

In the framework of the NEESPI co-operation, a Regional International Research Co-

operation Centre will be established in Sopron at the University of West Hungary, at the 

Institute of Environment and Earth Sciences of the  Faculty of Forestry.  

 

From the most important fields of tourism health tourism has to be stressed. The bath culture 

of the region can be traced back to the late period of the Roman Empire, more towns of today, 

among others Szombathely (Savaria) and Sopron (Scarbantia) preserve remains from the 

Roman period. Because of the geological features, the region is rich in thermal and medicinal 

springs and can be proud of more thermal baths as well as of a steadily increasing medicinal 

and wellness offer.  
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The base of this is the richness in thermal and medicinal waters. Many thermal baths are to be 

found within the territory of the region: Balf (Sopron), B¿k, GyŖr, H®v²z, Kapuv§r, Lenti, 

Mosonmagyar·v§r, S§rv§r, Szeleste, Zalakaros and Kehidakust§ny., Developments of high 

level were carried out in the major part of the thermal baths, the offer of services increased by 

means of which their international competitiveness became stronger.  

 

The treasures of cultural and built heritage represent a serious attraction too. From these the 

Archabbey of Pannonhalma, part of the world heritage, the landscape of Lake FertŖ as well as 

the historical fortresses, castles, mansions and canonical buildings are the most important. The 

National Park FertŖ-Hans§g, the National Park ŕrs®g, the Lake Balaton, the Lake FertŖ as 

well as the smaller lakes and rivers offer useful spare time possibilities of many kinds. The 

cultural programmes are of high level and wide-ranging. Many of them have an international 

reputation like the "Baroque Days" in GyŖr, the Mediawave Festival, the Festival Weeks in 

Sopron and the Savaria Historical Carnival. In some towns of the region (Keszthely, Sopron) 

the conditions of conference tourism are excellent too.  

 

West Pannonia is rich in treasures of viticulture and gastronomy as well as in specialities. 77 

settlements of the region belong to a historical wine-growing region. From the historical 

wine-growing regions Pannonhalma-Sokor·alja and Sopron are to be found here with their 

total territory, while the wine-growing regions Soml·, Balaton Highland and Balaton Region 

have some of their area within the region. Wine roads were established in all of the wine-

growing regions, besides wine festivals, wine days, wine competitions, moreover the wine 

ball in KŖszeg make the offer more colourful. 

 

There are more national parks, natural parks and landscape-protection areas in the region 

which have the task to preserve the wonderful natural endowments, to protect the 

environment, to maintain the unique flora and fauna and to safeguard the environmental 

treasures of the region West Pannonia. The joint aim of these organisations is to maintain the 

balance between the natural and built environment for a long term.  

 

Cycling tourism is one of the most developing tourist areas. Because of the increase of 

demands cycle paths of many kilometers were have been built in the last period. According to 

available facts and figures, West Pannonia possesses more than 300 km cycling path which is 

more than one fifth of the national network. However, the isolation of developments raises a 

problem because the individual cycling paths are not connected either at regional or at 

international level. 

 

The capacity of accommodations was enlarged in accordance with the expand of the tourist 

supply in the last years. More than 60 thousand accommodations were available in the region 

in 2003 which is 17 % of the national capacity. The distribution of accommodations of certain 

counties is unequal. Because of the attraction of the Balaton, H®v²z and Zalakaros 43 % of the 

accommodations are to be found in County Zala, 37 % of them are in County GyŖr-Moson-

Sopron and less than one fifth of them are in County Vas. 
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Population 

 

Demography  

 

Population of West Transdanubia shows a long term tendency of decrease in the last decades. 

Population was highest during the 1980 national census, that meant 1 million and 36 thousand 

inhabitants. After more then two decades, the 2001 census counted just 1 million people. In 

the 1st of January, 2004 there lived 1,003,185 citizens in the region, which is almost 10% of 

the countyôs population; 44% live in county GyŖr-Moson-Sopron, 30 % in Zala and 26 % in 

county Vas. The last few years saw a slight increase, resulting not from natural growth, but is 

an immigration surplus. Population increment coming from immigration went to the towns or 

outskirts of towns of the region: primarily that of GyŖr, but Keszthely, H®v²z, S§rv§r and 

Zalaegerszeg are also targets of the inland immigration. In summary, between the last two 

censuses a really significant decrease of population was experienced in the following 

townships of the region: Letenye (-6.4%), Lenti (-9.2%), Vasv§r (-7.1%) and ŕriszentp®ter (-

8.3%). 

 

Age-related distribution of the regionôs population is characterized by a low part (15%) of 

children /aged between 0 and 14 years/ and a relatively high part (15.5%) of the elderly 

/people above 65 years of age/. The aging index, which is a ratio of the elderly to the 

childrenôs population, is higher in West Transdanubia than the national average. Moreover, 

excluding the capital, aging index of Zala is extremely high (112.4). This would practically 

mean that for every child there are 1.12 elder persons, so population of the county is strongly 

aging. 

 

Proportion of the sexes in the countyôs population is not equal: in January the 1st, 2003, for 

every 1000 men there were 1077 women. This is essentially the same as the rural average, but 

lower then the national one. Together with the national tendency, femininity rate is increasing 

in the region as well, i.e. the men-women number difference is increasing from year to year. 

The specific feminine surplus is highest in Zala (1097 women for a thousand men), while it is 

the lowest in the northernmost county of the region (104 women per 1000 men). This surplus 

of women is strong mainly in the elder age groups and the high value in Zala is coming right 

from the high rate of elderly people living there. 

Life expectancies are more favourable in the region than the national average, moreover, they 

are the best in Hungary. This concept is including the quality of life and is quantified by the 

expected lifetime at birth. Men born in 2003 in West Transdanubia have a life expectancy of 

68.8 years, while the same figure for women is 77.4 years. 

 

The Multinational Region 

 

From among the 13 accepted minorities the Croatians, the Romani people and the Germans, 

as well as the Slovene people (with a lower population) form an independent community in 

the region. 
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In West Transdanubia territorial distribution of the historical minorities is relatively well 

describable. Croatians live in relatively great numbers - in every three counties - in 

settlements in close vicinity to the border. In their villages the folk tradition is living and 

community of the minority represents the majority of the population in several instances. 

More than half of the Slovene minority of he country lives in county Vas, in villages of the 

Vend countryside and in Szentgotth§rd. The German population forms a community with 

higher numbers of inhabitants in some settlements in county Vas close to the border 

(Porn·ap§ti, Vaskeresztes). as well as in Ćgfalva, Kimle and FertŖr§kos. 

 

Education 

 

The level of the education of the region's population increased in the last ten years. One fifth 

of the population can speak at least one other language in addition to his mother tongue. 

Because the region is situated close to the border, the rate of the German speaking population 

is the highest (14 %) while the knowledge of English is left behind. Education on basic and 

intermediate level is availably for almost all of the school-aged young people, the rate of 

registration at school reaches almost the maximum. 

 

In the region, especially because of the structure of small settlements in County Zala, it is 

hard to provide education of basic level at a high standard as close to the residence as 

possible.  

 

The counties of West Pannonia show a various picture considering intermediate education. 

Firstly, the positions of the secondary schools became stronger in County GyŖr-Moson-

Sopron. It may be presumed that the increasing demands of higher education realize behind 

the rate of the continuation of studies in grammar schools. On the other hand, apprentices 

streamed to the vocational secondary schools in County Vas and Zala.  

The educational vocational secondary school building takes place characteristically in the 

towns of county rank, 86 % of the institutions can be found here, while the rate of specialised 

secondary schools is only 63 %. GyŖr emerges within the group of the towns of county rank 

with a participation of about 40 %.  

 

In spite of the radical changes of the last ten years, the system of vocational education was not 

able to adapt to the latter challenges of the social-economic transformation and of 

technological development and because of the weak relations of the economy. The major part 

of professional training takes place in the apprentice workshops of schools and not at 

companies. Therefore the level and the character of the skills of school leavers is not 

sufficiently appropriate for the demands and expectations of the labour market. There is a 

parallelism in the education at many places, while in other field, scarce skilled jobs appear as 

well. 

 

Although there are institutions of higher education in all the five of the towns of county rank 

of the region, West Pannonia does not play a leading role in the structure of high education 

and training. The region is lacking of a real university centre or an "universitas" that possesses 

all of the relevant elements of a university network of the region, including all of its useful 

http://www.westpa.hu/cgi-bin/westpa/news.cgi?view=ck&tID=96&nID=2675
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attractions (for ex. applied research and development). The establishment of this centre would 

be an advantage in opposite to Budapest or the neighbouring regions concerning the combat 

for obtaining students.  

 

Social and welfare system 

 

The economic productivity of the region is abve the Hungaraian average, however this 

advantageous economic situation does not result a significantly lower poverty rate compared 

with other regions, which is owed probably to the disparities of income in the region, to high 

customer prices and to an increased cost of living. In the region, one in ten households lives 

from much less money than it would deem necessary for living.  

 

Considering family aid and children's welfare activities, one-person services dominate in the 

small settlements of the region where a district nurse or a teacher carries out the tasks of the 

children's welfare in part-time. In the towns, however, the services work within the 

framework of institutions. Considering the services in an institutional form, the staff is 

excellent, while the tools as well the circumstances are mostly appropriate. 

 

The institutions of the day-time provision of children are very unequal in the region, in 

County Vas and Zala they are especially insufficient. In County GyŖr-Moson-Sopron, there 

are 26 nurseries, while in County Vas 15 and in County Zala only 9. There arent any day-

care centres in the region, while the home baby-sitting functions only in County GyŖr-Moson-

Sopron, in the small region Sopron-FertŖd.  

 

According to the figures of the census data of 2001, 43 641 handicapped people live in West 

Pannonia. This figure is nationally the lowest and within the region, the situation of ounty Vas 

is the best (11 951 person). The number of handicapped people rockets among people over 40 

years, one reason of this can be the acquired deficiency during one's life. According to the 

figures of 2004, there are 8 institutions in the region for day-care of disabled people, from 

these only one in County Zala. Considering the institutions that take care of disabled people, 

the region has nationally the worst situation. Among the regions, there are the least day-care 

and living-in institutions.  

 

The region has serious problems considering the access to the providing system of addiction 

illnesses. In County Zala for example there is no institution that provides day-care for 

addicted patients, while both in County GyŖr-Moson-Sopron and in County Vas, there are 

only two. According to the providing of psychiatric patients, the situation is much worse: 

there is no day-care institution neither in County Zala, nor in County GyŖr-Moson-Sopron, 

and in County Vas only one institution of this kind works. In the region, there is a providing 

institution for homeless people in 7 settlements. 

 

http://www.westpa.hu/cgi-bin/westpa/news.cgi?view=ck&tID=96&nID=2676
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Economy- basic figures 

 

General 

 

Counties of the region that developed extremely rapidly in the last decade suffered significant 

disadvantages during their 20th century history. Following the Trianon Treaty at the end of 

WWI they lost significant parts of their territory. In the decades following WWII their 

situation close to the border, which is now an advantage, was a factor hindering their 

development. Settlements in the so-called óborder zoneô - created along the border with 

Austria and the former Yugoslavia, because of the differences in the political systems - lived 

in strict isolation, which went together with a lack of developments.  

 

Opening of the borders after the change of the political system resulted in an advantageous 

turn. There is a boom in tourism. International transit traffic at the four country borders is 

significant and these border crossings are managing about half of the countryôs cross-border 

traffic. A strong investment activity started and foreign investors settled, which was supported 

by the extremely advantageous geographical location of the site. Counties GyŖr-Moson-

Sopron and Vas have a common border with the European Union. which was an important 

positive factor in attracting the foreign capital into the region. It was the development of the 

three counties exceeding the Hungarian average that made West Transdanubia the second 

most developed region following Central Hungary - also comprising the capital.  

 

Considering the whole economic space structure, basically positive processes took place in 

the region in the last one and a half decade. Of course, these processes did not take place 

evenly within the region. In the 90ôs, especially thanks to the inflow of foreign operating 

capital, a dynamically developing regional group was formed by the county seats, places near 

the Austrian border, as well as by settlements along highway M1 and the neighbourhood of 

Balaton - 10 of the 20 small regions belonged to this regional group. The Nagykanizsa small 

region is basically a developing one, while the others can be classified as rising.  

 

From the late 90ôs centre of development shifted mainly to the agglomeration of Budapest and 

the region between GyŖr and Budapest. Development in West Transdanubia have appreciably 

slowed down, which resulted in a ódeveloped stagnationô for the majority of the regionsô area, 

while for the internal peripheries and regions along the southern border óstagnation with a 

moderate developmentô. It was only the region of Lenti where signs of dropping behind could 

be observed. Leading role of the county towns in the transformation of the economic  

structure and the dynamic development was unambiguously supported by the higher than 

average educational and qualification level  of human resources, the stable and relatively large 

labour market, and the more favourable infrastructure, their central role in the region. 

 

International transit traffic through the four national frontiers of West Pannonia is significant: 

more than half of the frontier traffic of the country goes through the border stations of the 

region. At the beginning of the 90's, powerful investments began in the region and foreign 

investors of solid capital settled her. The reason for this was among others the very 

advantageous geographic situation. The counties GyŖr-Moson-Sopron and Vas border directly 
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on the European Union which is a very positive factor considering the attraction of foreign 

capital into the region. As a result of the development, the three counties are above the 

average national development level: West Pannonia became the second most developed 

region of Hungary on the basis of GDP after Central Hungary that includes also the capital. 

 

Considering the structure of the economy, there were fundamentally positive processes in the 

region in the last 20 years. However, these processes do not appear evenly within the region. 

In the 90's, especially owing to the inflow of foreign working capital funds, the county seats, 

the areas close to the Austrian border, the settlements along the motorway M1 as well as the 

area close to the Lake Balaton created the group of dynamic developing areas, to which 

belonged 10 small regions out of the 20 in West Pannonia. However, the small region of 

Nagykanizsa was fundamentally a developing region, while the others belonged to the group 

of closing up areas. From the end of the 90's, the centre of the dynamic development of 

Hungary has transferred to the agglomeration of Budapest and to the area between GyŖr and 

Budapest.  

 

In West Pannonia, economic development slowed down appreciably, in consequence of which 

the developed stagnation was characteristic for the majority of the region in the period of 

1998-2002, while the areas of internal peripheries and close to the southern border stagnated 

beside an intermediate stage. Only the small region of Lenti seemed to be falling behind. The 

reason of the leading role of the county seats in the economic structure change was clearly the 

higher education and qualification level of human resources above the average, the stable and 

relative big labour market as well as the advantageous infrastructure of the region. 

 

West Pannonia has an extremely advantageous geographic situation as well as a balanced 

economic structure (43 % industry, 53 % service). The rate of foreign capital in the region is 

high, according to the GDP, it takes the second place among the regions after the Region of 

Central Hungary; the value of the GDP is by 33 % above the national average of the counties. 

Considering the labour market, it is important to stress that 8 % of the workers work in a 

micro-undertaking, 16,2 % of them in a small-undertaking, 23,8 % of them in an medium 

sized enterprise, while 51,9 % in a big enterprise. The share of big enterprises from the GDP 

is 74,6 %, while their share form the export is 87,9 %. 

 

The industrial production has tripled since 1991. Industrial branches that based on cheap 

labour force (light industry, machine industry with low added value) left the region, and a 

change of the economic structure towards industrial sectors with higher added value is going 

on. The strongest industrial branch in County GyŖr-Moson-Sopron is the motor car 

production and the engineering industry, while in County Vas the manufacture of machinery. 

Concerning the food industry, meat industry, dairy industry and drink industry are important. 

In the chemical industry, the production based on the source of carbon dioxide in County Vas 

is significant. 

 

In 2003, 57,7 % of the population of the age 15-74 was economically active in the region, 

while only 50,6 % of them was active in Hungary. The rate of the activity among the counties 

was the highest in County Vas (61,2 %) - this rate was the highest also in comparison with the 
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national rates - while it was the lowest (56,2 %) in County Zala. In the past years, the 

processes of the labour market took a negative direction: the number of employed decreased 

(from 436 thousand to 426 thousand people) while the number of unemployed increased over 

20 thousand. The unemployment rate increased from 4 % to 4,6 % within a year. In fact, the 

staff work force reductions of multinational companies that settled into the region are the 

background of these negative processes because industrial branches that based on cheap 

labour force (light industry, machine industry with low added value) left the region and the 

economic structure's change towards the industrial sectors with higher added value is going 

on. 

The rate of employment in agriculture is low, altogether 4 %. Concerning the conversion of 

timber, the branch of carpenter is powerful. In the region, there is 939 000 hectare cultivable 

land, more than half of it is arable land. The most frequent arable crops are wheat and maize. 

Sugar beet and spring barley are important in County GyŖr-Moson-Sopron because of the 

enterprises Sugar of PetŖh§za, Brewery Sopron and Distilling Factory in GyŖr. In County Vas 

and Zala fruit growing is important. In County Zala pear growing plays an important role. In 

the area of Sopron and Pannonhalma, there is an important wine-growing region. The area of 

the region is covered by 286 000 hectare forest which is in the property of the successors of 

the former state-owned companies. Live stock breeding is not characteristic. Only a few are 

occupied with cattle, hen and turkey breeding in the region which is owing to the processing 

plants.  

 

Economic Performance 

 

One of the (not very good and realistic, but) most often used method of measuring and 

monitoring economic activities is study of the total amount and per capita value of the gross 

domestic product (GDP). This index has to be dealt with cautiously, as it is not sure if it takes 

into account several factors, namely damages caused by production technologies, the 

increasing costs for the society; it is not sure that it gives a realistic picture of the given area, 

when it is increasing, but the real income of the population does not increase in the same pace, 

the living standard does not increase or profits are not invested at the place of production. 

 

In 2003 GDP of West Transdanubia on actual prices exceeded 1,700 billion HUF, which was 

the highest figure in the country, apart from Central Hungary with the capital. Compared to 

1994 this means that  GDP increased by for times, similarly to Central Hungary and the 

Central Transdanubian region; dynamics of this process was 30% higher than growth of the 

nationwide average.  

 

The West Transdanubian region participated from the countryôs GDP in the period from the 

system change by 10.5% on average, along with an increasing tendency. As regards the per 

capita GDP value, which was 1.7 Million HUF in 2003, the regionôs value exceeded the 

nationwide average in each year.  

 

Dynamic transformation of the economic structure was not even within the region and further 

increase in the yet existing territorial differences can be observed (between the more 
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developed GyŖr-Moson-Sopron and the less developed Zala). The economic distribution is 

even more heterogeneous on the level of the small regions. 

 

Relatively big territorial differences can be observed in the county even if we examine 

competitiveness of the particular small regions. The closer attraction zone of the county 

towns, S§rv§r, Szentgotth§rd based on the economic openness, availability of global networks 

and clearway networks, capacity of the innovation centres as well as presence of human 

resource and the information and communication technologies, and based on its touristic 

features the Keszthely-H®v²z small region can be regarded as absolutely or relatively 

competitive small regions. In the contrary, regrettably many completely uncompetitive small 

regions are also to be found in the region, mainly along the southern border as well as in the 

internal periphery of Vas and Zala. 

 

Sectors 

 

Looking at the sectoral features it is worth to be emphasized for the agriculture, that in spite 

of the structural changes the collective companies remained the most important units with the 

highest number of employees. At the same time, individual enterprises outnumber the 

collective ones, primarily because the former employees, after losing their working place, 

were seeking their living in one-man enterprises - due to their special expertise, education and 

close rural affections. In the last period forming of cooperation between producers, 

purchasing and sales cooperatives was starting. 

 

Basis for the plough-land cultivation of plants is represented by the cereals, first of which in 

terms of the sowing area is wheat, then comes with slightly less sowing area corn and that of 

barley is by far the least among the three. Plants characteristic to the region - especially to the 

northern and central parts of it - are sugar beet and spring barley, thanks to the presence of  

processing industry (Sugar Factory of PetŖh§za, Brewery of Sopron, and Distilling Industry of 

GyŖr). Role of the vegetable planting is only significant in some regions of special production 

capabilities (e.g. cucumber, roots). Grass farming and fruit planting are significant in the 

Hegyh§t in Vas and in the Zala Hills. The biggest contiguous pear plantation in the country 

can be found in county Zala, where apple conquers ever growing areas Sales and profitability 

problem is caused by the decrease of capacity of fruit processing plants and cold storage. 

Sopron, Pannonhalma and the Balaton area are famous wine-growing areas and wines 

produced have an ever growing acknowledgement. Among the economic sectors carrying out 

production activity, role of the industry, more specifically the processing industry is 

prominent. 

 

Economic Organizations 

 

Number of enterprises registered in West Transdanubia was approximately 117 thousand at 

the end of 2004, which is a value 12.4% higher than that in 2000 and it exceeds the value of 8 

years ago by 21.6%. Number of enterprises per 1000 inhabitants is 117 (it was only 83 in 

2000), much higher than the nationwide average, moreover, it exceeds the same index for all 

regions except Budapest. 80% of the registered enterprises are operating, a ratio also higher 
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than the nationwide figure. Choice of the enterprise form is generally closely related to the 

amount of capital available for the given enterprise, its activity, and its opportunities. Ratio of 

individual enterprises among the operating ones is 61% in the region, a figure slightly higher 

than the nationwide average.  

 

It is observable that in small regions less developed economically, private initiatives and 

individual enterprises are much more vivid, than in the county towns. This difference can be 

as high as 10 or 15 per cent. So among the operating enterprises there are 32 thousand 

collective ones. This figure doubled in the last 10 years, which also points to a strong 

entrepreneur background. Among the operating enterprises there are 129 big companies with 

more than 250 employees, while the number of medium-size companies with 50-350 

employees is 500, i.e. 98% of the enterprises are micro or small enterprise having less than 50 

employees. 

 

Territorial concentration of the economy is suggested by the fact that nearly half of the 

operating companies work in the county towns (GyŖr, Szombathely, Zalaegerszeg) or the 

attached small region (moreover, one fourth of them are to be found in GyŖr or its close 

attraction zone), and if we add the small regions of Sopron, Nagykanizsa, Mosonmagyar·v§r 

and Keszthely, the ratio amounts to as much as 80%. Reason of their concentration is 

unambiguously the fact that the existing infrastructure, the presence of local trained 

workforce, as well as closeness of the potential market helped in settling and later in operating 

the industrial or construction enterprises, but the same factors also direct enterprises in the 

service sector towards the county towns or the middle sized towns. 

 

Foreign Working Capital 

 

Working capital has played a decisive role in the privatization and company building 

processes. Global companies became determinant players for the development and the 

transformation of structure of economy, by implementing up-to-date manufacturing 

technologies and, at places, by their innovative behaviour. Number of companies possessing 

foreign capital continued to increase until the end of the 90ôs in the whole region, and in 

1998-1999 this trend stopped. Number of foreign enterprises is stagnating around 700 since 

then and it decreased significantly in Zala working  almost 700 in 2004, while in GyŖr-

Moson-Sopron their number is slightly decreased and it is stagnating around 1150 in the last 

years. This means that a slight decrease can be experienced on a regional level in the last few 

years, the figure is around 2500 in 2003-2004. 

 

Following the Central Hungary region ï which also comprises the capital ï the West 

Transdanubian region was able to attract the highest amount of foreign working capital. Based 

on the own capital of the enterprises,  GyŖr-Moson-Sopron is the second in the ranking after 

the leading Pest county, while Vas is the tenth and Zala only the 17th. These differences can 

be explained by the territorial unevenness of the investments of the multinational companies 

and the differences in the infrastructure. Aims of some of the foreign investors were 

motivated by short term interests (e.g. acquiring new markets, cheap and trained labour), 
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while other were governed by long-term strategic aspects. These factors together influenced 

distribution of the foreign enterprises among the different economic sectors.  

 

Decisive majority of the own capital (93%) is concentrated in enterprises carrying on 

industrial activity. Within the industry, most of the capital investment is directed towards the 

machine industry and in some f its sectors ï mainly in the office and computer production, in 

the field of communication, the manufacture of public road vehicles ï many global firms 

established extremely up-to-date factories. The amount of foreign capital invested in real 

estate businesses and economic services is also significant. As a result of dominancy of the 

shopping centres with headquarters in the capital and with a countrywide network, the 

presence of foreign capital in trade is not significant (1%) on a regional level. Banning of 

foreign citizens from acquiring a land property, and the lower capital and investment demand 

and not so well computable profitability of the sector contributed to the fact that only 0.7% of 

the international capital present in the region is interested in agricultural activities. 

 

Employment 

 

While number of employees continuously increased and the unemployment rate continuously 

decreased in the 90ôs with the increase of the activity rate, in the last years rise of the number 

of employed people stopped and shows a slight decline. The state of employment - despite the 

negative processes of the last years - is still much better in the West Transdanubian region 

than in most regions of Hungary (it is slightly better than here only in Budapest).  

 

Some characteristic data of the workforce market  

  
Western Transdanubia 

GYMS 

2004 

Vas 

2004 

Zala 

2004 

Hungary 

2004 1996 2000 2004 

Activity rate, % 60.2 58.7 57.2 55.2 59.7 57.8 53.8 

Unemployment rate, % 6.6 4.2 4.6 3.8 5.8 4.7 6.1 

Employment rate by 

sectors, % 
       

Agriculture 8.6 5.7 4.0 4.3 4.1 3.6 3.7 

Industry 39.8 42.3 39.4 38.4 43.2 37.3 28.2 

Detailed: Processing 

industry 
36.3 40.2 37.3 36.1 41.7 34.8 25.8 

Construction Industry 4.3 4.5 4.4 4.3 3.8 5.1 4.7 

Service sector  47.3 47.5 52.2 53.0 48.9 54.0 63.4 

Source: Grosz(2008) compilation based on KSH data 
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Activity rate exceeds the Hungarian average by 3.5 per cent, it was 57.2% in 2004, which, 

however, is lower by 3.5 per cent than the same figure in 1996. There are differences between 

the particular counties in this respect, too. Activity is the highest in Vas, where it is still 60% 

despite the slight decrease in the last years, while the economic activity is around 58% in Zala 

since almost 10 years. In contrary to this, the 60% rate in the mid-90ôs showed a continuous 

decrease and was only 55% by 2004 ï the lowest value in the region. 

 

Number of employees continued to decrease from the mid-90ôs, though extent of the 

reduction is very slight, itôs only 1.5%, it decreased from the then 431 thousand persons to 

427 thousand by 2000, and to 424.6 thousand by 2004. Much higher is, at the same time, the 

reduction in the number of active workforce, which is as high as 3.5%. On the contrary, 

unemployment rate (number of unemployed) showed a dynamic decrease until 2002, This 

figure was as high as almost 50 thousand in the few years after the change in the political 

system, and there were only 26 thousand unemployed by 1998 and 18 thousand by 2002 in the 

three counties. From 2002 the number of unemployed rose again above 20 thousand, due to 

the unfavourable conditions on the labour market and this tendency is perceivable primarily in 

Vas and Zala counties. This meant a rapid fall of the starting figure of 9% in the early 90ôs to 

4% and this rose again to 4.6% in the last years (this figure is still the second best in the 

country after that of Central Hungary and much lower than the Hungarian average).  

 

Background of the negative processes is primarily the staff reductions carried out by the 

multinational companies settled in the region. In the industry workplaces were ceased mainly 

in the food industry and textile industry. Ratio of blue collar workers, the men, the unqualified 

and the first carrier starters among the unemployed is lower than the Hungarian figure  

 

Processes that radically transformed the employment structure in first half of the 90ôs are still 

working today, with a moderate intensity. Share of agriculture within the employment 

significantly decreased due to various factors: division of the land property into smaller plots 

as a result of concentration of land usage and development of planting technologies; 

dismembering of the large plants, the market crises. In 1996 it amounted only to 8.6%, while 

today itôs only 4%, a value only slightly higher than the Hungarian average. In GyŖr-Moson-

Sopron role of agriculture in the employment is relatively higher in spite of the strong 

industry, while in Zala (with its unfavourable natural conditions) it is lower then the EU 

average. It  is quite apparent that role of agriculture in employment is often high in less 

urbanized small regions it exceeds the 6-7% values, while in the county towns and their 

vicinities it is well below the regional average. It is lowest in the GyŖr small region and 

highest in the Csorna small region. 

 

Proportion of the employees in the industry is permanently 40% in the region, which figure is 

good enough for the region to be the most industrialized regions of the county (together with 

Central Transdanubia), this figure exceeds the Hungarian average by 10 per cent. Further 

4.5% is the share of construction industry. Following the change in the political system, role 

of industry played in the employment did not fall together with the national tendency, as 

sectors affected most by the economic crisis (i.e. mining, the former heavy industry) were not 
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represented on a significant proportion in this region. In addition, investments of companies in 

the processing industry, that have international shares or also work with domestic capital 

created new workplaces. After the slight increase in the 90ôs today a reduction in the 

industrial employment rate is characteristic feature of the region. By 2004, number of 

industrial employees fell by 10 thousand people in four years, which was still 119 thousand 

persons. 

 

Role of the tertiary sector in the employment rate exceeded already in 2004 the 52% figure. In 

spite of the fact that these values are still lower by 10 per cent than the Hungarian average, the 

value in itself still points to a developed nature of the service sector, as this growth could be 

achieves along with a significant industrial concentration. Within the tertiary sector, the 

biggest employer is the public administration, the education and the healthcare system, with a 

total of around 67 thousand employees, but also significant are shares of trade and transport 

and storage, with around 28 and 26 thousand employees, respectively. Roles of the financial 

sector and that of special services in employment are still very small. A further emphasis on 

the tertiary sector is prospected very likely, especially in the field outside the budgetary 

sector, like tourism (accommodation, lodging), trade and economic, business services. While 

increased workforce demand of these sectors is a tendency going together with the socio-

economic evolution, weight of agriculture ï or that of industry to a much higher extent ï is 

prospected to be reduced further. 
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Trade and finance 

 

An unequivocal basis for the dynamic growth of industry is a strong export orientation, which 

characterize not only foreign companies settled down in the region, but partly the domestic 

firms as well. Regrettably, part of the foreign investments (e.g. electronics industry) is 

characterized by implementing activities with lower added value (e.g. assembling), and were 

not able to integrate into the countyôs economy by building domestic supplier chains.  

 

Signs were seen in the mid-90ôs that sustainability of that growth dynamics would be 

jeopardized. Resources for a policy concentrating to attraction of and settling new companies 

(mainly big enterprises) (e.g. cheap and trained labour, manufacturing cost-advantages, 

financial subsidies, tax preferences, etc.) will be gradually exhausted.  

 

Majority of the existing export-oriented sectors are of high import demand, at the same time 

they are characterized by relatively low added value, uncomplicated assembling requiring 

mainly unqualified workforce and hired work. In the early 2000 years even these activities 

with less added value ï primarily in the textile industry and the electronics industry - a 

withdrawal of capital, which can cause in some regions major employment problems. 

 

Tourism plays an important role in the economy of the region. Besides the geographical 

situation of the area, it is due to the fact that the region has rich and various tourist attractions.  

 

From the most important fields of tourism health tourism has to be stressed. The bath culture 

of the region can be traced back to the late period of the Roman Empire, more towns of today, 

among others Szombathely (Savaria) and Sopron (Scarbantia) preserve remains from the 

Roman period. Because of the geological features, the region is rich in thermal and medicinal 

springs and can be proud of more thermal baths as well as of a steadily increasing medicinal 

and wellness offer.  
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Infrastructure  

 

North-South Traffic Axis 

 

Traffic situation of the West Transdanubian region is basically determined by its location 

along the border with four other countries (Slovak, Austrian, Slovene, and Croatian border 

sections) and its structure of settlements. This region is the Western gate of Hungary as the 

most important traffic lines on the road, on railway and on water are entering the country here 

and pass through its territory (60% of the Hungarian road traffic, mainly trucks, leaves the 

county through this region).  

 

The region is also touched by three Helsinki traffic passages, the first is the passage number 

IV: Pan-European traffic passage, which connects Western part of Europe with the Balkan, 

the other is number VII representing the river Danube, while the third is the number V Pan-

European traffic passage, or better one of its branches, the number V/B passage. Part of the 

number IV passage are the M1 and M15 expressways and the Budapest-Hegyeshalom railway 

line, while to number V belong the future M7 motorway which connects to Croatia at the 

Letenye border-crossing and the M70 expressway which connects to Slovenia at the 

Tornyiszentmikl·s border-crossing. Railway branch of the same traffic passage is the Boba - 

Zalaegerszeg - Baj§nsenye-country border (Hodos) line. 

 

These traffic passages do not serve the traffic flow in the North-South direction, which is 

dynamically growing. A marked traffic passage with a North-South traceis missing in the 

West Transdanubian region, the M9 and M86 expressways and a quality railway line that 

would serve internal cohesion of the region, as well as connect the above described Pan-

European passages and would be of paramount significance in the Baltic ï Adriatic relation, 

while it would connect the above described Pan-European passages at the same time. 

 

The region is involved at present in several international trunk networks of railway lines, 

which connect the capital and the neighbouring countries across the border stations of 

Hegyeshalom, Rajka, Sopron, Szentgotth§rd, Baj§nsenye, and Murakereszt¼r. In the North-

South railway connection a major role is played by the GyŖr ï Celldºmºlk - Szombathely, 

Sopron-Szombathely, and Szombathely-Nagykanizsa railway lines. There are two railway 

companies present in the region: MĆV and GYSEV. Major railway hubs: GyŖr, Csorna, 

Szombathely, Celldºmºlk, Porp§c, Zalab®r-Batyk, Zalaszentiv§n, Zalaegerszeg, ZalalºvŖ and 

Nagykanizsa. 

 

There are two significant airports of regional roles in the region. One is the S§rmell®k airport 

near lake Balaton, the other is the airport of P®r near GyŖr. Further airport mainly for sporting 

activities can be found in the region, including those at FertŖszentmikl·s, Szombathely, 

Zalaegerszeg (Adr§shida), Nagykanizsa (Bajcsa), or Zalakaros. The latter four airports are 

merely grassy landing fields and do not qualify for public take-off and landing fields. 
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There is only one navigable water passage in the region: the river Danube, which represents 

the number VII Helsinki passage. Important rivers from the aquatic tourism aspect are: R§ba, 

Mosoni-Dona, Mura, and Zala. The region is also involved in the shipping on the lake Balaton 

through the ports of Keszthely and Balatongyºrºk. The only developed and constantly 

working trade port is that of GyŖr-GºnyŤ with a national public transport place. It is presently 

a RO-RO type loading place (loading of heavy lorries) and quay, so far only with road-river 

connection.  

 

Although public transportation supply in the region can be regarded grossly good, a 

significant social issue is posed by providing the small villages with a dead-end access route 

with the necessary goods ï a minor trade volume. This also influences supply quality of the 

public services (education, healthcare, social care), thereby affecting retaining power of these 

regions. The most characteristic feature in the vicinity of major towns is commuting to the 

suburbs.   

 

Characteristic of the railway network is that it is radially designed in the vicinity of major 

towns and transfers towards the capital or international directions can be realized through 

these towns. In this respect prominent towns are GyŖr, Sopron and Szombathely. 

 

In February 2006, the Regional Transport Association was founded, in the cooperation of six 

towns, six transportation service providers, and the relevant Ministry, as well as the Regional 

Development Agency of West Transdanubia. This local initiative was created by holding the 

Budapest Transport Association in mind as a model with the aim of enhancing quality of the 

public transportation and/or improving the accessibilities, and to contribute to 

environmentally friendly way of transportation via the better service of passengers. 
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Strategy for development 

 

Goals of the Region 

 

West Transdanubia is the region of lively local and international cooperation networks which, 

as a participant in the traffic of dynamic European transportation and economic axes and 

implementing a development policy built on a balanced relationship between people and the 

environment an wants to become the green region of Hungary, which is renewed both 

economically and culturally. 

 

To achieve these goals it is necessary: 

1. to create an economy which is based on innovation as well as on local and 

international cooperation networks and widespread circulation of the application of 

information technologies,  

2. to develope the tourism based on high quality medical, health protecting and wellness 

services and/or the regional cooperation with sustainable utilization of natural 

resources and the cultural traditions with touristic aims, 

3. to improve the settlement and environmental conditions, which determine living 

standards of the local community, 

4. to create public services built on demands of the community and the settlement 

structure, to renew the relationships among settlements.  

 

For every development the following factors should be taken into account: environmental 

awareness; sustainability; increase of employment, equal opportunities, as well as spreading 

of info-communication technologies.  

 

The West Pannon Regional Development Council founded the West Pannon Regional 

Development Agency as one-person owner, that performs the management tasks of the 

Council and further, it plays an active role in the professional relations within and across the 

region, in the development of the economy and in the encouragement of local initiatives.  

 

In December 2004, the Council introduced a new network operating model. Instead of the 

committee system, characteristic of the former structures, it now has only one permanent 

coordination committee. In addition, the Councilðon the basis of various agreementsð

cooperates with regional authorities, organisations and committees working in certain 

professional fields (Environmental Protection, Higher Education, Training, Tourism, Health, 

Sports, Civil Issues, Marketing, Innovation). These help the Council derive expert opinions 

for decision making purposes. 

 

Regional Development Agency 

 

The West Pannon Regional Development Agency (RDA ) was founded as a 100% subsidiary 

of the West Pannon Regional Development Council (RDC).  
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The RDAô s main tasks are to support the work of the RDC and to implement the specific 

objectives set in the West Pannon Regional Development Programme. The Agency 

participates in establishing a future vision for West Pannonia, and is responsible for 

implementing the regional development programme. 

 

It carries out tasks associated with the working body of the Regional Development Council, 

helps and promotes the flow of regional development information in the region, supports local 

and small regional initiatives, and organises as well as coordinates conferences, meetings, and 

training programmes.  

 

The Agency does not operate as an agency in the literal sense of the word. The Agency takes 

part in the comprehensive, all-inclusive management of the respective projects. This includes 

all aspects from the establishment of the planning programme, to the monitoring of activities. 

Based upon the knowledge of the given situation and its own resources, the Agency decides 

whether to pursue direct involvement, to take up a coordinating role, or to apply a mixed 

approach. In the course of its activity, the Agency has established a wide level of cooperation 

with regional, national, and international organisations. 

 

West Transdanubia took the lead in utilising the innovative methods of developing the 

economy. Three regional organisations (the West Pannon Regional Development Council, the 

Regional Tourism Committee, and the West Pannon Regional Development Co.) created the 

Pannon Business Initiative in October 2001. 

 

It aims to support the economic development of the region by encouraging investments, 

developing the small, and medium-size enterprises, organising events and regional forums, 

introducing innovative methods and other active operations. It operates within the framework 

of the Regional Development Agency. The Initiative was meant to serve as an example for a 

well-organised, harmonised, regionally integrated economic development model, and thus 

facilitate the general increase in the competitiveness of the entire region in the long run. The 

cooperative network of the Initiative can in fact be considered a loose voluntary cluster of the 

numerous organisations engaged in economic development (Pannon Business Initiative 2006). 

 

Regional Innovation Agency 

 

The National Office for Technology and Research (NOTR ) supports the innovation-based 

improvement of the economy, the competitiveness of the Hungarian regions, the formation 

and strengthening of regional innovation networks, and the decentralisation of the regional 

innovation incentive schemes. It has thus supported the establishment of regional innovation 

agencies. The Pannon Novum West Pannon Regional Innovation Agency was established by 

the regionôs innovation actors with the support of NOTR in 2005. The main task of the 

Agency is to implement the regional innovation strategy that was prepared in 2001 for West 

Transdanubia, namely to harmonize innovation processes, to encourage the spreading of 

knowledge, to provide and integrate innovation services, and to establish and strengthen the 

requisite technological innovation networks. By enhancing innovation activity, it contributes 
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to the competitiveness of micro-, small and medium enterprises. The Agency helps to develop 

a more innovative environment, encourages networks, and develops new innovation services 

by implementing strategic objectives and activities. 

 

The Agency now operates as a consortium of different regional and national organisations 

representing the regional target groups. 

The three years funding period of the project ended in 2007, but both the national and regional 

policy makers are interested in continuing the operation in the future. 2008 starts another three 

years funding period of NOTR. 

 

In 2005, a new body focussing on innovation policy was established: the West Pannon 

Regional Innovation Council. The members of the Council represent different organisations, 

thus a great number of regional actors are connected to the work of the Council. Task is to 

facilitate innovation processes, to provide professional proposals, to provide decision support 

for the Regional Development Council, and to control and coordinate the work of the 

Regional Innovation Agency. 

 

Pannon Business Network 

 

In 2006, the Pannon Business Network was established by six cluster organisations, and after 

its establishment, the 23 industrial parks in the region joined the Network. Furthermore, the 

West Pannon Regional Development Co. (a financing institution), the regional representation 

of the MTESZ (a professional association), and TISZK (an integrated agent for vocational 

training) are all among the founders. The Networkôs mission is to contribute to the 

improvement of labour force quality and the competitiveness of regional enterprises. It aims 

to integrate all company groups representing the region, so as to establish a network which is 

efficient and representative of the regional sectors, the regional distribution of firms, and the 

regional company size. The industrial parks are able to represent the most important 

multinational companies in the region (Pannon Business Network 2006). 

 

Regional RTD Policy, Priorities, and Measures 

 

The economic development of the last 15 years was mainly based on factors such as low 

wages (but relatively skilled workforce), well developed infrastructure, tax allowances and 

incentives, and geographical location, closeness to the Austrian border and the Western 

markets. One could characterise it as a form of extensive development that is based on labour 

intensive inputs with a low technological base, although there are some foreign multinational 

companies with the highest technology and some very competitive Hungarian SMEs with 

state-of-the-art technologies and products (ROP 2007). Nevertheless, there is a need to 

transform this extensive development process into an intensive one which is based on 

knowledge, innovation, and R&D activities.  

The most important problems are follows:  

- A low level of R&D spending, only about 0.3% of GDP; 
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- A low level of cooperation between the business sphere andthe academic sphere; 

 

- A lack of academic and university research institutions (no traditional university); 

 

- Highly centralised systems, no regional autonomy in innovation or R&D policy. 

 

To cope with these problems, West Transdanubia has elaborated its own Regional Innovation 

Strategy (RIS) in 2001 (one among the first in Hungary) so as to accord to the regional 

development programme (RIS 2001). The mission of the RIS is the development of West 

Transdanubiaôs innovation system. The main objectives here are: 

 

- Creating the missing institutions in the regional innovation systems, reaffirming the 

existing institutions and organising them into a suitable network; 

- Improving the innovation performance of enterprises with the help of specialised 

programmes and adequate application systems; 

- Providing prominent support for those knowledge-based activities which produce high 

value. 

 

Altogether, the RIS had eleven measures, and these were grouped into four priorities. 

However, all the regional actors knew that due to the highly centralised innovation and R&D 

policy system of Hungary, the region would not have the financial resources for its 

implementation. Any new initiative or project complying with RIS priorities in West 

Transdanubia had to be connected to the national policy schemes and programmes to receive 

financial support. The technology and knowledge-based development programme thus began. 

The first steps of this new development were the establishment of the regional cluster 

initiatives in five sectors and of some regional innovation centres in the most advanced 

industrialised centres such as GyŖr, Sopron, Szombathely, or Zalaegerszeg (DŖry / Grosz 

2005). 
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The Priority Structure of the RIS for West Transdanubia 

 

Priorities Measures 

 

1. The improvement of the regionôs innovation environment. 

1.1.Innovation award and premises marketing 

1.2. Promotion of best practice 

1.3. Interregional co-operation 

 

2. The development of the knowledge base and the stimulation of knowledge diffusion. 

2.1. Support research and development, and innovation projects 

2.2. Promotion and support of innovation oriented trainings 

2.3. Innovation networks, clusters, and development cooperations 

 

3. The development of the innovation infrastructure. 

3.1. Support the purchase of research and development instruments 

3.2. Innovation centres and research centre cooperation network 

3.3. Network development of innovation experts and consultants 

 

4. Financing innovation.  

4.1. Foundation of the regional innovation funds 

4.2. Tender preferences 

 

Source: RIS for West Transdanubia, 2001 

 

In 2004, a technological foresight programme was prepared for West Transdanubiaðagain 

the first in Hungaryðwith the aims of establishing the continuous renewal of the industrial 

and economic structure of the region, creating the basis for greater value added in the 

economy and increasing the regionôs competitiveness (TEP 2004). Four determining key 

branches were identified in the region: 

 

- Mechanical engineering (esp. automotive, electronics and mechatronics), 

- Tourism (esp. health tourism and rural tourism), 

- Environmental industries (environment use, environmentally friendly resources and 

technologies, and renewable energies), 

- Knowledge industry (from vocational training to higher education and research 

activities). 
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For these four key branches, special sectoral background materials were prepared which 

provide insight into the most important intervention points and the direction required at both 

regional and national level. 

 

In the domain of cluster policy, West Transdanubia has also been a pioneer in Hungary. From 

2000 to 2007, eight so-called cluster organisations (in most cases rather networks) were 

established in the region to support specific sectors. Two regional university knowledge 

centres and two cooperation research centres operating in the two university centres of the 

region, were established with national funding (Grosz 2006, Grosz 2007, Pannon Business 

Network 2006). 

 

On the regional level, there are only two basic sources of funding for RTDI projects: 

- contributions from the central government 

- budget and 25% of the Research and Technological Innovation 

 

Fund to be spent on promoting RTD I activities at regional level. 

However, regions have just finalised their Regional Operative Programmes (ROP) for the 

period of 2007-2013, which is part of thesecond National Development Plan (its new name: 

New Hungary Plan). They are co-financed by EU and national sources. However, these 

ROPsô do not contain any measure in the fields of innovation or R&D policy. These strategic 

fields will be dealt with in the next period in the Economic Development Operative 

Programme, which cover the whole country (ROP 2007, EDOP 2007). 

 

Since 2005, 25% of the new Research and Technology Innovation Fund is allocated to the 

regional level, and regions may decide on spending priorities. However, the supporting 

contract is signed by the National Office for Research and Technology. This is the sole 

notable financial source for innovation at regional level (ca. ú 4 million per year). The 

priorities of this Regional Innovation Development Programme package are established 

together with the Regional Innovation Agencies according to the RIS priorities and are 

formulated and approved jointly with the Regional Innovation Council.  

 

The Programme supports region- specific measures with the aim of making R&D and 

innovation become the basis of economic development at regional level over the long run. In 

West Transdanubia in the last few years, the programme has focussed on the following 

priorities for innovation: 

 

- The spread of new technologies and knowledge for innovation; 

- Provision of special fellowship for researchers; 

- Product, technology and service innovation, local development of new products and 

services; 

- The foundation and establishment of new innovation-oriented services for stimulating 

clusterisation processes; 

- Support for spin-off firms; 
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- R&D and innovation infrastructure development of innovation centres and firms; 

- Improving the innovation culture via competitions, awards and public awareness 

campaigns. 

 

 

R&D Expenditure 

 

As last item in our study, now let us look at one of the most important indicators of the 

innovative activity, i.e. the R&D expenditure as well as the expenses and investments as a 

function of time. As regards expenditure related to R&D, the weight of the capital and county 

Pest is much higher even than the previous indices. Moreover, the decreasing tendency of the 

dominancy of Central Hungary seen in the last four to five years turned over by 2006 and its 

share from the total R&D expenditure of the country approached again the 70% value. If we 

look at R&D expenditure without R&D investments, the situation is slightly more favourable, 

however, in the field of R&D investment the concentration is even higher (more than 76%), 

the highest value of the last 6 years. Taken all these facts it is no wonder that share of some 

countryside regions from the R&D expenditure and investments is extremely low, which 

problem is increasingly perceptible in West Transdanubia, a region having otherwise 

insufficient R&D capacity.  

 

In 2006 total R&D expenditure in the West Transdanubia region approached 9.5 billion HUF 

of which value (lower portion than the nationwide average) only 12.5% was spent to R&D 

investments and 8.2 billion HUF was spent on various expenses related to R&D activities. At 

the same time, regarding the last 10 years it can be established that - primarily due to an 

increased activity of companies in this field - ratio of R&D investments in total within the 

expenditures was the highest in West and Central Transdanubia with a value around 19-20%, 

while other regions of the country have a characteristic value of 16% or lower.  

 

In spite of this, regarding both R&D expenditure and R&D investments the region can occupy 

only the fifth place in the ranking of Hungarian regions, a place from which it could not pass 

on since 2000, although the region has the highest growth rate in a 10 yearsô perspective 

regarding both total R&D expenditure and R&D expenses. Reason of this is unequivocally the 

huge lag coming from the background, which is a previous concentrated institutional and 

infrastructural development policy so disadvantageous for the region. The results are similar if 

we look at the R&D expenditure in view of  the population number. Regarding territorial 

distribution of the R&D expenditure within the region, the extent of concentration is possibly 

higher than in the case of other R&D indices. Per capita R&D expenditure in county GyŖr-

Moson-Sopron is twice that of the sum for the other two counties. 

 

In summary, we can establish that the weight of West Transdanubia region with regard to its 

R&D potential lags far behind its economical weight, notwithstanding its share from the 

countrywide population. In spite of the fact, that we can see extremely positive processes 

taking place in the region since the middle nineties, almost all indices of West Transdanubia 

show the most dynamic development in the last 10 years. Owing to primarily the very low 

basis value and other factors hindering improvement of the conditions (economic structure, 
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low level of business R&D activity, or lack of traditional university campuses, university 

research sites), the region still does not reach the countryside average of Hungary (without the 

capital; due to the high extent of territorial concentration, weight of Central Hungary is for 

most of the indices higher than 50%). Competitiveness and ability to get resources of the 

strong centres of higher education and research in Budapest and East Hungary of South 

Transdanubia is much better at present than the same parameters of their West Transdanubian 

counterparts. Therefore, with regard to these indices, the regionôs ranking is not better in the 

majority of cases than 5 or 6 among the Hungarian regions and one cannot expect a 

significant progress in the near future, either.  

 

The issue is even more serious if we look at innovative activities of the region in European 

dimensions. This is based on the most recent results of EIS (European Innovation Scoreboard 

200), though situation of West Transdanubia does not seem to be so disadvantageous 

compared to other regions of the country, since its 0.25 value is not very much different from 

that of the other regions, except for Central Hungary and Central Transdanubia. Nevertheless, 

the handicap is huge, if we compare this figure to the EU average (EU25: 0.45, EU15: 0.5), or 

even compared to the nearby regions (Slovenia: 0.52, Steiner: 0.56, Bratislava: 0.66). The 

value for West Transdanubia is the 176th on list comprising 203 regions, which ranking- to be 

honest - is not the cause for very much pride for us. 

 

Good indication of the lack of ability of the region to acquire resources is that it could get 

only 7% of the governmental developmental resources in 2005, while its share in the 

population is 9.8% (VĆTI-¥TM 2007). This was especially true for the resources supporting 

economic growth: as low as 3% of the total resources to be spent for this objective in the 

county; the per capita support is lower the one-third of the county average.  

Level of subsidization of the particular fields of development was extremely unbalanced even 

within that low amount. In the West Transdanubia region, by far the highest portion of the 

total amount of subsidies given for development of the economy, i.e. 67% (1.5 billion HUF) 

was used for innovation or research, which is a fact due to the prominent amount taken by the 

regional knowledge centres. On a nationwide comparison - due  primarily to the low number 

of research institutions of national significance -, however, the situation is not so favourable, 

since only 5% of the research-oriented support awarded in the country was received by this 

region, so the per capita research support is only half of the country average (VĆTI-¥TM 

2007). Within the region, majority of the subsidy went into the small regions primarily 

accommodating the university cities (small regions of GyŖr, Sopron, Mosonmagyar·v§r, 

Keszthely, and to a lesser extent Szombathely) and only minimal amounts of agricultural 

innovative or research subsidies could be absorbed by other small regions.  
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Subsidies utilized in the region, with the aim of economic development, 2005 

 

enterprise 

developme

nt 

innovation, 

research 

and 

developme

nt 

business de-

velopment 

of infra-structure 

tourism total 

Total awarded  

subsidy, thousand HUF 
18 390 1 479 286 344 145 364 086 2 205 907 

% Share of the Region   

from the total amount 
0.05 5.1 31,6 14.4 3.0 

Distribution of the subsidy    

among the particular objectives, 

% 

0.8 67.1 15.6 16.5 100 

Per capita subsidy, HUF 18 1476 343 363 2200 

Nationwide average of per capita 

subsidy, HUF 
3553 2851 112 249 6765 

Source: VĆTI-¥TM, 2007. 

 

In summary, we can state that the deficiencies experienced in the R&D and innovative 

potential by the West Transdanubia region can jeopardize sustainability of the economic 

growth of the region even on the middle term, therefore solving this controversy should be a 

main priority.  
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II.2.2 SWOT analysis of the region  

 

Strengths and weaknesses concerning:  

Á  Resources 

Á  Policies 

Á  Infrastructures  

Á  Programmes 

Á  Main actorsô contribution such as business parks, incubators,  

 

 

STRENGHTS 

 

 

WEEKNESSES 

 

¶ Exceptionally good geographical 

environment (European transport 

axises, natural waterways, region 

bordering 4 countries) 

 

¶ Lack of transport network components 

that service internal cohesion and 

external relations and ensures swift 

accessibility: 

Northern South (M9 and M86) and 

East Western (M8, M85) axises as well 

as cross-border intertownship roads 

ensuring direct connection with 

neighbouring countries. Out of date 

transport infrastructure (road networks, 

railways and waterways, river- and air 

docks, vehicle parks). 

¶ Wide range of natural, cultural and 

built heritage, favourable tourist 

facilities (rural tourism in particular by 

utilizing thermal water). 

¶ GDP per capita is low in comparison 

with the EU average, significant 

regional differences along the 

Northern South borderline. 

¶ Low unemployment rate on a regional 

level. 

¶ Significant and increasing internal 

inequality in the region, 

unemployment is concentrated in the 

internal peripheral townships, strong 

regional differences in earnings and 

earning opportunities; low level of 

mobility (commuting  issues, housing 

situation). 

¶ Tradition of co-operative systems, 

open-minded thinking (e.g. functioning 

labour market pacts; clusters; town 

network, local collaborations, active 

civil network, wide range of cross-

border and international co-operations). 

¶ Weak relationship amongst foreign 

and home sectors: areas with 

significant economic differences 

within the region which at the same 

time resulted in differing interests. 

¶ Vulnerability due to the mobility of 
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Developed cross-border relations 

provide good opportunity to adopt 

European Best Practices. 

foreign sectors. 

  

¶ Traditionally strong and large 

institutions of intermediate and higher 

education. 

¶ Low standard of integration and 

economical orientation within the 

institutions of higher education 

(narrow range of network co-

operations based on mutual benefits 

with real objective). 

¶ Significant differences regarding the 

opportunities for each institution due 

to their geographical location. 

¶ According to the social television, 

there is a strong social institutional 

system in the constitutional towns (it is 

the most developed here). Joint social 

support. 

¶ There is neither a medical university 

nor clinics as the head centre of 

progressive medical services or a 

transplant centre in the region. Bad 

physical conditions of the medical 

institutions. 

¶ Intermediate and higher agricultural 

education, R & D (Sopron, Keszthely, 

Mosonmagyar·v§r) 

¶ Deficiency within the areas of modern 

professional trainings and practices. 

¶ Low level of innovation activities in 

the region, in Vas and Zala County in 

particular; the R & D capacity of the 

region is weak both from an 

international and a national aspect.  

¶ Agricultural capital enterprises, 

concentrated production, high 

production technologies, low 

environmental strains, favourable 

conditions of production sites  

¶ The direct effect of the economic 

processes on the decisive elements of 

the development of human resources is 

low ï training supply, activities of 

qualifying institutions, training 

methodology, practice orientation etc.  

¶ The regionôs conditions are highly 

favourable for utilizing renewable 

energy. 

¶ Migration of qualified workforce from 

the region. 

¶ High degree of biological 

multifariousness, natural and near-

natural scope and landscape structure, 

high forestation, rich wildlife. 

¶ Lack of rational land, forest, wildlife 

and landscape management. 

¶ Existence of a rich and good quality 

surface and ground water system and 

water wildlife. 

¶ Sensitive catchment basins, high ratio 

of catchment areas, lack of a complex 

catchment protection system. 

¶ The institutional grounds of the 

environmental education are 

established. 

¶ Lack of institutional and personal 

preparedness for the environmentally 

friendly utilization of the dynamically 
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increasing development resources 

¶ Unique settlement network and special 

township structural notes. Rural areas 

with ñlittle villagesò providing quality 

residential areas. Strong town network 

consisting of the 5 county towns and 

midtowns. 

 

¶ Favourable indicators regarding 

broadband internet connections 

amongst the population as well, good 

infrastructure for information 

technology in, major towns, the 

educational institutions are responsive 

to apply ICT. 

¶ The electrical service developments 

are not fully comprehensive, as the 

issue of ñthe last mileò causes bigger 

issues regionally than nationally due to 

the rural areasô ñlittle-villageò 

structure, the ñnon-usersò fallback is 

increasing gradually, the lack of digital 

scribability affects the big part of the 

population, electronic sales are low. 

¶ Regional organizations are highly 

receptive, open and have the ability to 

initiate innovative solutions. 

¶ Scepticism against projects and 

proposals. 
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Opportunities and threats concerning:  

Á  Legal and political factors 

Á  Economy 

Á  Technological progress  

Á  Networking 

Á  Social factors 

 

 

OPPORTUNITIES 

 

 

THREATS 

 

¶ Favourable conditions for the utilization 

of exceptional geographical potentials 

(clearways and environmentally friendly 

distribution network, establishment of 

logistic centres, application of combined 

transportation). 

 

¶ We are not making our region very 

appealing for those crossing our 

transit corridors (traffic jams ï they 

are ñpassing byò without viewing 

our values or connecting to the 

economy of our region). 

¶ The intensity of the transit function 

is threatening the state of the 

environment.  

 

¶ Subsidy policy encouraging local 

collaborations (hereby efficient executive 

and administrative systems, reducing 

differences within the region, 

establishing quality workplaces). 

¶ Efficient co-operative opportnities, 

heavily decreasing level of privity 

due to the lack of cross 

organisations. Weakening local co-

operations due to the lack of or slow 

generation of common results. 

¶ Strengthening cross-border cooperations 

(by the intersection of the 5 countries). 

¶ Healthcare and social care systems 

are not able to correspond with the 

existing and changing future demand 

and the conditions of appropriate 

care. 

¶ Strengthening role of the tourist sector 

(nationwide). 

 

¶ The subsistence of the present social 

regulations may preserve the 

problems. 

¶ For-profit organizations (regarding 

public utilities) do not necessarily 

comply with the demand of the most 

in need.  

¶ Real opportunities with regards to R & D 

and innovation. 

¶ Realisation of the conditions for the 

¶ The trained workforce is not suitable 

for the development of the region. 
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increasing regional institutional capacity 

(both regionally and township-wise). 

¶ Good opportunities for the qualifying 

institutions to be developed to a network 

(Regional Integrated Qualifying 

Institutions network, network of 

institutions for adult training, network of 

institutions for higher education, R & D 

institutions network). 

 

¶ Strong disintegration within the 

scope structure due to urban and 

economic pressure, degradation and 

reduction of natural and near-natural 

habitat. 

 

¶ Regional Labour Market Pact which may 

influence the co-operation amongst the 

qualifying institutions, adult training and 

higher education as well as the 

institutions for R & D. 

 

¶ Training supply from outside the 

region do not wait until those 

concerned come to an agreement. 

 

¶ In the spirit of ñforever learning strategyò 

the training, adult training and higher 

education can be integrated to a network-

based regional system. 

 

¶ It is not manageable to provide the 

trained workforce with appealing job 

opportunities, they leave the region 

and at the same time migration from 

the rural areas to the towns is rising. 

¶ Extensive application of alternative, 

maintainable environmental technologies 

in the EU. 

 

¶ Progress in the area of fossil energy 

sources. 

¶ Increasing demand to establish 

maintainable, ecological area utilization 

and landscape management; increasing 

demand for the preservation of biological 

multifariousness, near-natural scope and 

landscape structure. 

¶ It is not possible to tackle with the 

handicaps originated from the 

judgement of the regionôs situation 

(based on the GDP per capita), not 

even by joining the political forces 

of the region. 

 

¶ Horizontal validation of environmental 

interests from an ecological aspect, in the 

course of economic, area, rural and 

tourism development in particular. 

 

¶ Oppression / inadequate exercise of 

environmental interests, excessive 

presence of economic interests 

 

¶ Legal requirements for the establishment 

of tuned water management system 

taking ecological aspects into 

consideration as well. 

 

¶ Risks of overutilization of surface 

and ground water, no impact on 

water from outside our borders. 

¶ Partnership-based shared tasks and ¶ Worsening conditions for local 
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responsibilities to improve environmental 

and natural conditions in the region, 

ensuring publicity and social partnership. 

economic development causing 

increasing environmental risks and 

losing the possibility of maintainable 

development. 

 

¶ Possibilities of ensuring continuous 

monitoring by establishing an 

information system based on the demand 

in the labour market in the wake of 

changes in training, adult training and 

higher education as well as the changes 

in research and development. 

 

¶ Sources for rural development are 

not available continuously, there is 

not enough experience for the secure 

operational criteria. 

¶ Civil services are determined to introduce 

electronic administration. 

 

¶ Procrastination results in a different, 

and new situation. 

¶ Progress in the areas of bio products and 

direct local product marketing. 

¶ Further concentration and 

industrialization of agricultural 

production. 

¶ Increasing attractiveness of rural habitat 

(not only as ña place to sleepò). 

 

¶ Worsening standard of living in the 

rural areas due to central decisions 

(regression of railways, closure of 

schools and post offices). 

 

¶ Efficient interregional co-operation in 

various areas of healthcare to recover 

professions with shortfall. 
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III. Main actors contributing to the development of innovative capability and 

entrepreneurship of the region 

 

 

III.1 The general situation of the business sector, mostly focusing to innovative 

entrepreneurship 

 

Á Presentation of the current situation of the business sector, which are the most 

innovative and promising sectors 

 

Innovative activities of the enterprises operating in the West Transdanubian region have been 

surveyed in 2007 Spring, based on the Programme of the West Transdanubian Innovation 

Agency, by examining data obtained in the previous three yearsô period.  This survey 

performed with the involvement of about 401 companies can be divided into three parts: the 

first part refers to general enterprise-related information (e.g. their location, area of activity, 

size, annual revenues, and their territorial connections). The second part surveyed character of 

the companiesô activity with special attention to the four types of innovation that can be 

implemented by the enterprises ï i.e. the product- or process-oriented, organizational and 

marketing kinds of innovation. Last but not least, implementation conditions of the 

innovation, development plans for the future, as well as innovative ability of the region were 

studied. Beyond this, we gathered information on the IT systems of the enterprises, the human 

resources available, and the patents, too.  

 

On average, companies spent 3.44% of their revenues, but a maximum of 70% to R&D 

activities. Regrettably, 70.3% of the companies in the West Transdanubian region do not 

spend at all to R&D. R&D expenditure is 1 to 5 per cent of the revenues at 15,5% and more 

than 9.5% at only 11% of the enterprises. Over the same years, the countrywide average sum 

of the R&D expenditure was about 87 million HUF - a sum significantly biased by the huge 

R&D expenditure data of some big companies - such as the biggest amount, a 23 billion HUF 

sum. This bias can be eliminated by the most exact information provided by the calculated 

median, which amounts to 0 million HUF. If, however, we calculate the median only for those 

companies that had R&D expenditure, its value amounts to 16.5 million HUF.  

 

More realistic picture can be obtained about the research activity if we look at the annually 

average value of the R&D expenditure: by this calculation we obtain an average R&D 

expenditure of 694 thousand HUF per employee and the maximum value was 25 million HUF 

per person. A picture closer to the truth can be obtained by using the median, which is 0 

million HUF here as well, but also, if we only look at companies with non-zero R&D 

expenditure, this value is 470 thousand HUF. The proper number of well-educated workforce 

is an indispensable means for the innovative enterprises to operate effectively. Subject of our 

study in this case is the ratio of employees among the total number having higher degree 

qualifications. On average, 14.49% of the employees working at West Transdanubian 

companies have a higher degree qualification, but there are also companies in which each one 

of the employees have high-degree qualification. In the time period studied, companies of our 

representative sample employed an average of 3.32% of their employees in the R&D area.  
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Raw R&D data of the companies participating in the survey, 2004-2006 

 % 

Total R&D expenditure as fraction of the annual 

revenues 

 

- Average 3.44 

R&D expenditure as fraction of revenues  

- 0% 70.3 

- 1-5% 15.1 

- 6-10% 4.7 

- 11+% 9.5 

Average of total R&D expenditure, million HUF  

- Average 86.94 

- Medium  0 

- Maximum 23000 

Average total annual R&D expenditure per 

employee  

million HUF 

 

- Average  0.69 

- Medium  0 

- Maximum 25 

% of employees with academic qualification  

- Average 14.49 

- Medium  10 

- Maximum 100 

% of employees employed in R&D  

(average of years 2004 to 2006) 

 

- Average 3.32 

- Medium  0 

- Maximum 100 

Source: Csizmadia - Grosz (2008) 

 

37.9% of the West Transdanubian enterprises (152) have an own product manufactured in-

house, a value less by 18.2% compared to the 56.0% figure found in our previous survey. As 

regards Quality Assurance issues, the situation is the same. 41.4% of the queried companies 

have some kind of quality assurance certification. As to the kind of QA certification applied 

by the enterprises, 26.7% is ISO 9001, 19.3% is HACCP, and 16.6% is ISO 9001:2000 - a 

distribution similar to that found in our study surveying the years 2003 to 2005.  

 

Next we will examine weight in the field of certain studied activities of the various 

geographical regions - the parent county, other parts of the country, countries of the 

European Union, other European countries and other countries outside Europe. We can 

find a predominance of the parent county regarding both the purchases (44.4%) and the 

sales (52.1%). Other parts of the country have the second highest weight in purchases, 

which means averages of 23.3% in purchases and 17.1% in sales. In the years 2004 to 
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2006, the parent region is the third in purchases with 15,2% share, while its 13.5% share 

in sales is sufficient only to the fourth place.  

 

Weight of different geographical regions in purchases 
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Source: Csizmadia - Grosz (2008) 

 

 

Weight of different geographical regions in sales 
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Source: Csizmadia - Grosz (2008) 

 

Low values for the parent region indicate weakness of the regional cohesion and those of 

economic relationships within the parent region, as well as point to an impracticability of 

the concept of planning-statistical regions. As regards purchases, EU countries have the 

 County         Region       Other parts          EU               Other             Other  

                                       of the country   countries      European        countries 

                 countries   outside Europe 

 County         Region       Other parts          EU               Other             Other  

                                       of the country   countries      European        countries 

                 countries   outside Europe 

Average 

Average 
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third place, while they are the third in the sales area. Purchases/sales share of other 

European countries and those outside Europe is vanishingly small.  

 

In purchasing and sales activity of companies with an average annual revenue of less than 989 

million HUF, the parent region as a territorial unit predominates. If we look at companies with 

above the average annual revenue, predominance of the parent county is also apparent with 

the difference of an weight increase of other parts of the country and Europe. The situation is 

similar if we do the comparison based on the annual statistical number of employees (i.e. size 

of the company).  

 

Purchasing/sales area of the small and medium-sized companies (with less than 250 

employees) is characteristically the parent county of the particular company. In case of the big 

companies (with more than 250 employees), majority of business partners come from the 

same county, too, but other parts of the country and Europe also come to the front. Finally, if 

companies are classified into two groups based on the average annual R&D expenditure, we 

obtain results similar to the previous one. 

 

Innovations Implemented by Companies of the Region 

 

From among companies of the West Transdanubian region, those at which any one of the four 

principal kinds of innovation - the product, process, organizational and marketing kind - occurred 

during the studied three years can be regarded as innovative. Hence, half of the West 

Transdanubian enterprises (50.1%) can be referred to as innovative ones. Proportion of the 

innovative enterprises in the total number is almost the same as the figure in our 2003-2005 study. 

Based on results of the Eurostat CIS4 survey conducted using the same parameters for the years 

2002-2004, we can say that this proportion is on average 42% in the EU27 countries and exactly 

the half, i.e. 21% in Hungary (Fourth Community Innovation Survey 2007).  

 

Occurrence of the four kinds of innovation, 2004-2006 
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Source: Csizmadia - Grosz (2008) 
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Average number of simultaneous  occurrences of innovation kinds is 2. 38.8% of the 

innovative companies implemented only one kind, while 31.3% implemented two, 20.4% 

three, and 9.5% of them implemented four kinds of innovation. The case of at least three 

implemented innovation types we can speak about complex innovative activity - this kind of 

innovation was to be found in only 29.9% of the enterprises. 

 

1. Product Innovation 

 

óProduct innovationô is meant to be marketing of a new product or service or marketing of a 

product or service significantly improved in some of its features. Innovation have to be new 

with respect to the enterprise itself, but not necessarily new in the industry or on the market. 

In the studied three years, 19.6% of the West Transdanubian enterprises introduced or 

developed new or significantly improved products and 7.2% of them services, i.e. the total 

number of companies carrying out product innovation was 89. Both are less than the same 

figures in our previous survey. From the companies carrying out product innovation, 88.8% 

developed products and 32.6% services.  

 

Thus, we can speak about product innovation when product and/or service innovation 

occurred in the particular period, therefore some kind of product innovation can be found at 

22.2% of the enterprises in our representative sample - a figure by 6.8% less than that for 

the companies in the period from 2003 to 2005.  

 

From among the innovative companies performing product innovation, 78.7% implemented 

only one type, while 21.3% of them implemented both kinds of product innovation. These 

are typically innovations developed by the enterprises themselves or inside the particular 

group of companies - 85.4% of the enterprises implementing this kind of innovation. 

Regrettably, in this field only 14.6% of them cooperated with other enterprises, institutions 

or organizations.  

 

Occurrence probabilities of the kinds of product innovation 

 % of companies  

implementing marketing innovation 

Launch of new products 88.8 

Introduction of new services 32.6 

Source: Csizmadia - Grosz (2008) 

 

From 2004 to 2006, product innovation contributed to expansion of the product range and 

scope of the service to the greatest extent, which, in a three-level scale, meant a large 

contribution for enterprises implementing product innovation (and experiencing the particular 

effect).  

 

The invention also resulted in significant improvement of the products and/or services: 42.7% 

of the companies marked the contribution as high and also 42.7% as medium. In the studied 

period, product innovation resulted in a medium contribution to their market share for 41.2% 

of the companies.  
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Evaluation of the effect of product innovation in % of the enterprises implementing them 

 High Medium Low 

No such 

effect 

observed 

Greater product or service range  48.3 36.8 13.8 1.1 

Increase of the companiesô market 

share  
33.3 40.2 24.1 2.3 

Higher quality products or services 40.7 40.7 14.0 4.7 

Source: Csizmadia - Grosz (2008) 

 

The instances of product and/or service innovations were completely new for 62.8% of the 

West Transdanubian companies implementing product innovation, while they were new only 

for the particular company. Our research demonstrated that on average 25.36% of the total 

revenues in 2005 came from products introduced during the years 2004-2006. We also asked 

about the average time span between the idea of the new product and its launch to the market: 

this time is 7 months on average.  

 

2. Process Innovation 

 

Process innovation is meant to be introduction of a new or significantly improved technology, 

process, application, manufacturing procedure, marketing method or activity supporting the 

products or services. Just as for product innovation, the innovation should be new for the 

particular enterprise, irrespective of where it was developed. 

 

Between 2004 and 2006, 24.9% of the West Transdanubian enterprises implemented some 

kind of process innovation - by 1.6% less than the same figure in our previous survey. 

When we narrow our scope and only look at the innovative companies, almost half of 

those companies carried out this kind of innovation.  

 

Occurrence probabilities of the kinds of process innovation  

 % of companies implementing 

marketing innovation 

Production methods 78.0 

Methods in logistics, transport or 

distribution 

33.0 

Activities 52.0 

Source: Csizmadia - Grosz (2008) 

 

From the companies implementing process innovation, 54% implemented only one kind, 

while 29% implemented two, and 17% of them implemented three kinds of innovation. In 

the given period, 78% of the companies introduced new or significantly improved 

methods for the manufacture or preparation of their products or services. 52% of them 

applied new or significantly improved activities in the manufacturing process and there 
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were only 33% that introduced new or significantly improved methods in logistics, 

transport or marketing, related to the raw materials, products or services.  

 

For 62.6% of the enterprises implementing process innovation, the innovation was carried out 

within the company or group of companies and 37.4% carried out the development in 

cooperation with other companies, institutions or organizations. This portion is significantly 

higher than that we saw for product innovation. 

 

 

Effects of the process innovation were likewise examined at a three-level scale; it can be 

stated that its largest contribution is in the flexibility of production or service, which 

parameter, however, is rendered by most enterprises (45.8%) medium quality and meant a 

major effect only for 34.4% of them. Innovation resulted in major effects in the utilization of 

productive or service capacities for 22.3% of the companies participating in the survey and a 

medium-sized effect for more than half of them, so this parameter (utilization) can be 

regarded the second most important factor. Our survey gives answer also to the question of 

how much process innovation promoted reduction of unit expenses related to materials and 

energy. This parameter caused a major reduction for only 11.5% of the enterprises, while for 

55.1% it had a medium effect. Process innovation, though at the least extent, also contributed 

to the unit wage expenses, resulting in a medium effect for 50% of the enterprises.  

 

Effects of the process innovation on the enterprises implementing it  

Extent of the effect in % of 

enterprises 
High Medium Low 

No such 

effect 

observed 

Flexibility of the production or 

service  
33.3 44.4 19.2 3.0 

Degree of utilization of the   

productive or service capacity  
21.2 48.5 25.3 5.1 

Reduction in unit wage expense  5.1 35.4 30.3 29.3 

Reduction in unit expenses 

related to materials and energy  
9.1 43.4 26.3 21.2 

Source: Csizmadia - Grosz (2008) 
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3. Organizational Innovation 

 

20.9% of the enterprises participating in our survey implemented some kind of organizational 

innovation. If we only look at the innovative companies, this figure is 41.8%, a number 

almost 5% higher than the same figure in our previous study. Almost three-fourth (71.4%) of 

the enterprises working in the region implemented only one kind of organizational innovation, 

while 13.1% of them implemented two, and 15.1% three kinds.  

 

In the observed three years majority of the enterprises (71.4%) introduces new or improved 

methods or procedures in the way they treated external relations (with enterprises and other 

institutions and organizations). 47.6% of them applied new or significantly improved methods 

or procedures related to work control and management systems; new or significantly 

improved methods or procedures in the workplace organization, the organizational structure 

and the decision-making procedures were applied by only quarter of them. 

 

Occurrence probabilities of the kinds of organizational innovation 

 % of companies implementing 

organizational innovation 

Methods or procedures affecting the business practice, the 

work control, and the management system  
47.6 

New methods and procedures in the workplace organization, 

the organizational structure and the decision-making 

procedures 

25.0 

New methods and procedures in the ways external relations 

are treated 
71.4 

Source: Csizmadia - Grosz (2008) 

 

Organizational innovation contributed to making external relations more effective for 59.9% 

of the enterprises and only 3.6% of them experienced no results in this respect. Organizational 

innovation contributed to the effectiveness of work control to a high extent for 38.3% of them, 

while this contribution was medium for another 38.3%. Medium sized effect was experienced 

in the decision-making procedures for 53.3% of the enterprises, but there was a 8.3% for 

which no progress was experienced in this respect.  

 

Effects of the organizational innovation on the enterprises implementing it 

 

High Medium Low 

No such 

effect 

observed 

Work control becoming more 

effective 
37.3 37.3 22.9 2.4 

Improvement of decision-making 

procedures  
15.9 48.8 26.8 8.5 

Improvement of effectiveness of 

external relations  
56.6 20.5 19.3 3.6 

Source: Csizmadia - Grosz (2008) 
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4. Marketing Innovation 

 

Marketing innovation means application of new or significantly improved marketing methods in 

order to increase sales, aiming at satisfaction of consumer demands, opening new markets, or 

placement with new purposes of products in the market. 32.4% of the West Transdanubian 

enterprises carried out marketing innovation, while the same portion is 64.7% if we look only at 

the innovative companies. From the enterprises participating in our survey, most (39.2%) 

implemented two kinds of innovation, while 28.5% of them only one. A complex marketing 

innovation (all 5 kinds) occurred in 9.2% of the enterprises. The highest number of marketing 

novelties occurred in the advertisement of products, 62.3% of the companies introduced 

marketing innovation in this respect. New or significantly improved marketing methods were 

applied by more than half of the innovative companies in marketing of their products, 45.4% in 

product design, 40% in packaging, and 30.8% in pricing. 

 

Occurrence probabilities of the kinds of marketing innovation  

 % of enterprises   

implementing marketing innovation 

Product design 45.4 

Packaging 40.0 

Marketing 50.8 

Advertising 62.3 

Pricing 30.8 

Source: Csizmadia - Grosz (2008) 

 

Marketing innovations implemented by the companies contributed to better recognition of the 

consumer demands to the highest extent. On a three-level scale, this was marked by 47.4% of 

the companies as medium-sized and only by 20.7% as high. This kind of innovation 

contributed to an extension of their service range to medium extent for 43% of the companies, 

while for 6.2% of them it brought no such effect. Marketing innovation caused the least 

contribution to increase of the market share, resulting in a minor effect for 38.1% of the 

companies, on the three-level scale.   

 

Effects of the marketing innovation on the enterprises implementing it 

 

High Medium Low 

No such 

effect 

observed 

Greater product or service range  18.9 40.2 34.4 6.6 

Increase of market share  17.2 42.6 36.9 3.3 

Better recognition of the consumer 

demands  
19.5 44.7 30.1 5.7 

Source: Csizmadia - Grosz (2008) 

 

 



 
 

ĂThis project is funded by the European Union and co-funded by the Hungarian Government 

in the framework of the South East Europe Transnational Cooperation Programmeò 
65 

 

 

Á Spin-offs and start-ups in the region- basic characteristics and overview 

 

Between September, 2007 and January, 2008, a survey and a study were prepared by the 

colleagues of ERFARET entitled ñEnterprises in the environment of the University of West 

Hungaryò. It has the aim to identify the spin-off and start-up enterprises, to define their 

situation (how close is their activity to the UWH), to discover, who are establishing 

enterprises, what are the setback factors hindering the establishment of an enterprise and the 

potential possibilities at the university. In cooperation with the Laser Consult Ltd, a spin-off 

enterprise establishing and mentoring program model was prepared based on the allocation 

environment of the UWH. The results disclosed several problems: 

 

ï Uncleared status of the enterprises, consequently the mistrust and obscureness caused by the 

question of researchersô incompatibility. 

ï Narrow financial background (there are no reserves at the universities to start risky 

enterprises, absence of business angel networks, economic condition, uncertainty of research 

enterprises). 

ï Competition for the subsistence of universities (fusion of institutions for higher education 

and faculties that induces continuous organizational and inner regulatory changes). 

ï The last yearsô ever changing laws and the unfavourable tax policy for enterprises. 

 

PhD and university students represent the highest potential because of their agility and 

independency. 

A splendid example for this is Attila Tari who established his enterprise based on the design 

patent of añcomputer-terminal chairò this year. In its start, ERFARET contributed as a 

mentor. 
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Á Comparison of innovative situation of the business sector of the region with the 

country  

 

Hungary is a unitary and centralised country; the capital, Budapest, is the political, economic, 

educational, cultural and transport hub. It is composed of 19 counties, which have no 

decision-making power in the areas of education, R&D and innovation. Following EU 

guidelines the counties have been grouped into seven statistical/planning (NUTS 2) regions 

for administrative purposes. The regions are the recipients of EU Structural Funds, Cohesion 

Funds and other financing, but do not have local governments. 

 

R&D activities 

 

Despite its relatively small size, Hungary has a rather high level of regional disparity. Its less 

advanced regions failed to catch up during the first decade of the transformation, despite 

considerable progress in several respects, including modernisation of institutions, changes in 

regional policy, substantial spending on regional development, and accelerated economic 

growth. This is largely due to the spatial concentration of FDI which has tended to exacerbate 

regional differences.  

 

Share of NUTS 2 regions in Hungaryôs GDP, R&D and HRST, 2006 

(Central Hungary=100) 

 

Source: NKTH (2009) 

 

As a consequence, economic, social and R&D indicators show significant disparities across 

regions. Central Hungary, including the capital, plays a disproportionately large, even 

dominant political and economic role, accounting for a very high share of GDP, GERD and 

human resources for science and technology (HRST) GDP per capita and R&D intensity are 

about 1.5 times the national average. Some two-thirds of GERD and more than 70% of BERD 
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are spent in this region. With 59 higher education institutions (40% of Hungaryôs HEIs), it 

also concentrates an exceptionally high share of university and college graduates. This 

concentration of HEIs and PROs does not always match the destination of FDI inflows, as 

there are some important strongholds (mainly in the automotive sector) in western Hungary. 

This situation has implications for policies to better embed foreign-owned enterprises in the 

regional innovation systems.  

 

Innovation activities 

 

Although it has a substantial share of high-technology industries, the Hungarian economy is 

characterised by low overall levels of business enterprise expenditure on R&D (BERD stood 

at 0.48% of GDP in 2006). Large enterprises accounted for around 70% of BERD while 

medium-sized enterprises show relatively weak levels of activity. More recently, micro-

enterprises and small and medium-sized enterprises (SMEs) seem to have gained a larger 

share of R&D.  

 

Distribution of business R&D activities by size of firms, 2000 and 2006 (%) 

 

Source: NKTH (2009) 

 

The number of business R&D units has risen significantly, from 258 in 1998 to 1 027 in 2006, 

with the main source of growth in the micro and small enterprise sector, which had just 256 

units in 2000 (53.6% of the total), but 667 in 2006 (64.9% of the total). At the same time, 

however, the average size of these units (fulltime equivalent [FTE] researchers per unit) 

declined from 31.0 in 1991 to 6.1 in 2006. This compares to an average of some 25 FTE 

researchers for public R&D institutes. Given that a handful of enterprises, especially in the 

pharmaceutical industry, operate rather large facilities, many R&D units in a number of 

sectors may be below critical mass. The chemical industry (mainly related to pharmaceuticals) 

accounted for around 60% of total R&D spending by manufacturing companies in 2006; this 

means that five or six large companies account for 35-40% of total Hungarian BERD. 

 

One of the four main innovation types could be found in 50.1% of the enterprises in West 

Transdanubia, so we can state that half of the enterprises are innovative. In the examined 

period, 22.2% of the regional enterprises implemented product-oriented innovations, 24.9% 

made innovation in the processes, 20.9% in organizational issues, and 32.4% carried out a 

marketing innovation. Among the activities related to innovation in enterprises of the 


