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THEORETICAL ASPECTS
• According to Ohlin and Krugman in the analysis of regional specialization can be

applied similar principles as in the trade theory.

• The neoclassical Heckscher-Ohlin trade model argues that incomes of regions
vary because of differing factor endowments and factor price. The economic
integration and trade in goods lead to income convergence through factor price
equalization.

• The Heckscher-Ohlin model predicts that regional specialization will arise as
regions produce and export products that are relatively intensive in their
abundant resource.

• The increasing returns model predicts that regional specialization will arise if
external economies are significant or if conventional production economies of
scale dictate that only a few large plants can satisfy total demand.



THEORETICAL ASPECTS
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The same principles for international specialization can be applied to the international trade
and inter – regional trade (Ohlin,  Krugman)



Krugman, 2008

The combination of increasing returns and comparative advantage are provided with a 
compelling explanation of the trade patterns.

Krugman, 2008



Index of the Regional Specialization:

• Where Eij is the level of employment in the industry i = 1, . . . , and n 
for Region j and Ej is the total industrial employment for region j and 
similarly for region k. 

• If the index is equal to zero, then two regions, j and k, are completely 
despecialized. 

• If the index is equal to two, then the regions are completely 
specialized.



In the Krugman book is promptly defined as:
• ∑i | Si-Si* |

where Si is the industry i´s weight in the first region, and Si*
* is the industry i´s weight in the second region.



Krugman, 1991 Northeast Midwest South West

Avg: 0,253

Avg: 0,17

According to the chart,
European countries are less 
specialized than American 
regions.

In terms of the economic 
functions and the role of each 
American region they are 
mutually, more diverse than 
individual European 
countries.

Krugman, 1991



• As factors became increasingly more mobile and as technological innovations
favored the development of substitutes, recycling, and less resource-intensive
methods over the twentieth century, regional resource differences diminished.

• The growing similarity of regional factor endowments and the fall in scale
economies caused regions to become despecialized between World War II and
today.

USA: Long term Trend in the Specialization Index in 
Manufacturing 

Krugman, 2008



USA: Long term Trend in 
the Specialization Index in Manufacturing 

Cited by Krugman, 
2008



USA: Long term Trend in the Specialization 
Index in Manufacturing II

• Technological innovations in transportation and communication have
continuously increased the geographic mobility of goods, factors, and 
information.

• The U.S. economy was predominantly agricultural and most regions
were endowed with excellent agricultural land. 

• However, as manufacturing became more important between the
nineteenth and the early twentieth centuries, regional factor
endowments became increasingly dissimilar. Regional difference~in
resources, such as energy and minerals, as well as capital and skilled
labor became significantly more important as the U.S. economy
became a manufacturing based economy.



Manufacturing Employment by NUTS 2 (2018)

Source: Own elaboration with data EUROSTAT,2018



Composition 
of manufacturing employment by industry, 2018

Source: Modified from EUROSTAT, 2018



SBS data by NUTS2 regions and NACE (from 
2018)

Source: Modified from EUROSTAT, 2018



Divergence in Manufacturing Employment 
(2018)

   Prague 

Central 
Bohemia Southwest Northwest Northeast Southeast 

Central 
Moravia Moravian- Silesia  

   Praha 
Strední 
Cechy Jihozápad Severozápad Severovýchod Jihovýchod 

Strední 
Morava Moravskoslezsko 

    

(Mladá 
Boleslav, 
Kutná 
Hora, 
Kolín) 

(České 
Budéjovice, 
Plzen, 
Strakonice, 
Tabor) 

(Ústí nad 
Labem, 
Karlovy 
Vary, 
Teplice) 

(Hradec 
Králové, 
Pardubice,  
Jablonec nad 
Nisou, Česká 
Lípa) 

(Brno-město, 
Jihlava, 
Třebíč,  
Znojmo, 
Hodonín) 

(Olomouc, 
Zlín, 
Kroměříž, 
Vsetín) 

(Ostrava, 
Bruntál,Frýdek-
Místek) 

Prague Praha                   
Central 
Bohemia Strední Cechy 

(Mladá Boleslav, Kutná 
Hora, Kolín) 

0,603               

Southwest Jihozápad 
(České Budéjovice, 
Plzen, Strakonice, Tabor) 0,525 0,414             

Northwest Severozápad 
(Ústí nad Labem, Karlovy 
Vary, Teplice) 0,609 0,567 0,421           

Northeast Severovýchod 

(Hradec Králové, 
Pardubice,  Jablonec nad 
Nisou, Česká Lípa) 

0,613 0,395 0,266 0,387         

Southeast Jihovýchod 

(Brno-město, Jihlava, 
Třebíč,  Znojmo, 
Hodonín) 

0,444 0,593 0,246 0,460 0,421       

Central 
Moravia Strední Morava 

(Olomouc, Zlín, Kroměříž, 
Vsetín) 

0,512 0,638 0,408 0,527 0,520 0,317     

Moravian- 
Silesian Moravskoslezsko 

(Ostrava, Bruntál,Frýdek-
Místek) 

0,604 0,510 0,343 0,478 0,409 0,491 0,536   
 

   

 

      

    Average 0,473  
 

Own calculation based on data EUROSTAT 

Index of regional Specialization 

NUTS2 
regions
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THANK YOU FOR YOUR ATTENTION
Q and A?
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