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ECONOMIC INTEGRATION AND REGIONAL INEQUALITY
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S.N. Rastvortseva, A.S. Chentsova, Ya.U.Bondareva
Belgorod, Russia

Integration always affects positive to the economy of the country: due to increase of the
competition between firms, increase of production, more effective spatial distribution of economic
activity, reducing the cost of resources and the cost of goods because of lower border’s expenses

(fig. 1).
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Fig. 1. The scheme of the economic integration influence on inequality of regions

Domestically, the more successful regions receive more benefits from the integration. This

fact leads to the growth of social and economical inequality among the regions.
The aim of the study is to identify and evaluate the effect of integration factors on regional
inequality, building an econometric model of such a relationship and test the model in the Russian

regions. Let’s see theoretical background and bibliography (tabl.1).

Table 1

Theoretical background and bibliography of the economic integration influence

on regional inequality

The idea of the theory

The scientists

Within the long-term period liberalization is positive as it leads to obtain-
ing economic and noneconomic benefits for trading parties

Devlin R. & Davis
R. (1998)
Bruno M. (1988)

Liberalization is accompanied by two types of short-term expenses: distri-
bution costs (protected economy sectors come off losers) and balance of
payments position related to rapid growth of import

Dixon, P. (1982)

Positive effects of integration is possible only in the long run and by means
of definite losses

Gibb, R. (1996)

Integration influences on economic inequality through changing of indus-
trial concentration and distribution of labour

Bjorvatn, K. (1999)

The factors of “the second nature” determine inequality in regional salaries
and distribution of economic activity, that economic activity concentration

Beenstock, M., &
Felsenstein, D.

is optional result of influence of the Marshall's theory external factors (2010)
The study of interrelation of economic growth and inequality explains the | Aghion, P., Caroli,
positive effect of redistribution for economic growth E., & Garcia-

Pefialosa, C. (1999)

It is suggested to pursue the alternative policy of containment of desperate
poverty and inequality growth

Ravenhill, J. (2006)

The importance of a rational share of the state participation in reduction in
regional economic inequality

Bowles S., Gintis H.
(2002)

The integration processes in the world economy firstly occur through changes in trade. We
can see that integration influences on economic inequality through changing of industrial concentra-
tion and distribution of labour. Economy opening in integration process creates the scale economy
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for manufactures. Some research works recommend a rational share of the state participation for
decreasing the regional economic inequality.

Let’s see the research methodology. We suggest the following formulation of the model of
integration impact on interregional inequality (1).

Y=F (L, K, Intel, Dist, Exp, Imp, Spec),

1)
where Y is social and economic inequality of regions;
L is human resources;
K is physical capital;
Intel is intellectual capital;
Dist is market access;
Exp is export;
Imp is import;
Spec is specialization.
Let’s explain the system of factor indicators (tabl. 2).
Table 2
Factor Designation Variables
Value of human re- X1 Region share in the country employment
sources (L) X2 Labor efficiency in the region
. Volume of direct foreign investments in the regional econ-
Value of physical cap- X3 f RUSSI
ital (K) ormy Of Kussia_
X4 Density of public motor hard-surface roads
Value of intellectual . : . :
capital (Intel) Xs5 Export and import of technologies to the Russian regions
Market access (Dist) Xs Distance along motor roads to big cities
Export (Exp) X6 Export quota (relation of region export volume to GRP)
Import (Imp) X7 Import quota (relation of region import volume to GRP)
X9 P. Krugman’s specialization index of regional economy
Specialization of re- X10 Agglomerative effects for agriculture
gion, agglomerative X, Agglomerative effects for extractive industry
effects (Spec) X, Agglomerative effects for manufacturing industry
X Agglomerative effects for services

The first way of influence (and the first block of indicators) is through improvement of effi-
ciency of manufacturing production location, change in regional economic structure and appearance
of agglomerative effects. Here we can calculate such indicators as specialization index of Krugman
and agglomerations effects for agriculture, for extractive industry, for manufacturing industry and
for services.

The second block of the indicators assesses influence of the integration factors on social and
economic inequality of the regions through growth of industrial and trade outputs. Here we can cal-
culate such indicators as export and import quotas — as relations of regional export or import to
gross regional product.

The third block of the indicators assesses the influence through change of spatial employ-
ment structure and labor efficiency. Here we can calculate such indicators as labour efficiency and
the share of the region in total employment.

The fourth block of the indicators reflects the influence of capital including foreign direct
investments and the paved road density.
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In the modern studies besides the basic factors such as labor and capital the third factor is in-
fluence of scientific and technical progress. This factor is suggested to consider in a separate fifth
block. The basic indicator will be export and import of technologies to the Russia’s regions.

Dependence of social and economic inequality on the provided factors is not linear and the
model has the following form (2).

13
Y=A-[]x"i +s,
2)
where A, Pi are equation coefficients which will be obtained by the least squares method;

&t is a measurement error.

Now let’s see some trends about integration processes and external trade of Russia. I can de-
termine that “documentarily” the closest integration of Russia takes place within the former Soviet
Union territory: Eurasian Economic Union, Commonwealth of Independent States free trade area,
the Union State of Russia and Belarus and so on. But the main trade partner of Russia during recent
years was the European Union.

In the figure we can see the dynamic of the Russian external trade with the CIS countries
and with other countries (fig. 2).
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Fig. 2. Dynamics of external trade of Russia with the CIS and non-CIS for 1995-2014, USD billion

The main reasons of decline of the trade in 2014 are world oil prices falling, the ruble deval-
uation and decline in domestic demand. Let’s see some results of the analysis of social and econom-
ic inequality of the Russia’s regions (fig. 3).
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Fig. 3. Gini index

The level of competitiveness and economic efficiency of the Russian regions development is
different.

So, in 2013, the maximum value of GDP per capita was in the Nenets Autonomous District
— 4 003 353.8 rubles per head, the minimum — in the Chechen Republic — 88 462.4 rubles per head
(fig. 4).
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In the conclusion let’s see the empirical results (3).
[nY= -7.84 +0.70/n(x;) +0.53Mn(x;) -0.01/n(x;) —0.047n(xs) +0.001/n (x5)+
(0.59)%*=* (0.085)**#* (0.039)*** (0.0053)**  (0.012)*** (0.001)

+0.048In(xs) —0.033In(x;) —0.0017In(xs) +0.0145In(xs) —0.016/n(x;10)+ 0.025[n(x;;)+
(0.011)%%  (0.011)%*%  (0.003)%* (0.023) (0.01) (0.007) ¥+

+0.037In(x;2) + 0.25 In(x;3)
(0.018)%%  (0.05)%** 3)

Among the factors provided in the model, we chose the following: with positive effects —
regional share in the country employment, labor efficiency, export quota, and agglomeration effects
for extractive industry and for services; with negative effects — density of paved roads, import quota
and distance to big cities.

These factors are significant at pursuing the policy of social and economic development of
the Russian regions.
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PA3BUTHUE HHHOBAIIMOHHOMN CUCTEMBI KAJIY)KCKOM OBJIACTH

E.B. I'voanosa
2. Kanyza, Poccus

Kamyxkckasgs o6inacTte OTIMYaeTcs OT MHOTMX peruoHoB Poccuu BBICOKUM Hay4yHO-
IIPOM3BO/ICTBEHHBIM Y MHHOBAI[MOHHBIM MOTEHIMAI0M. HaydHO-TIpOU3BOICTBEHHYIO AEATEIBHOCTD
B Kanyxckoii 0061acTi BeLyT Hay4HO-UCCIIEOBATENbCKUE U ITPOEKTHO-KOHCTPYKTOPCKUE OpraHU-
3allUy, TEXHOMAPKH, TEXHOJOIMUECKUE IIIOMAAKU U Apyrue opranuzanuu. B Kamyxckoil obnactu
B 2013 rony neiictBoBaniu BIII «Pa3Butue Manoro u cpeaHero npeanpuHumMarensbersa B Kamyx-
cKoil obmactuy», «KoMIekcHoe pa3BUTHE MHHOBAIMOHHOW cucteMbl B Kanmykckoil obmactu» u
JUII «Pa3BuTne Manaoro u CpeiIHero NpealpuHUMATEIbCTBA U CTUMYJIMPOBAHUE MHHOBALMOHHOU
nesitensHocTH B Kamyxkckoit obnactu Ha 2013-2015 roasi» [5].

21 nrons 2014 r. HanmonanpHas accouyalys UHHOBAIMM U Pa3BUTUS HHHOBAIIMOHHBIX TEX-
nonoruii (HAMPUT) nonsena urorn «PedTMHra MHHOBAIMOHHOW aKTUBHOCTH pernoHOB B 2013
rony» — Kamyxckas obmacte 3ansna 21 mecto (0,0598) u Bomwia B rpynmy perioHOB CO CpeIHEH
MHHOBAIMOHHOW aKTUBHOCTBIO (BCEr0 B JAHHOM pEHTHHIe 5 TIpyMIl: OYEeHb BBICOKas, BBICOKa,
cpenHsis, ymepeHnHas, Hu3kas). B 2013 rony B peiiTuHre 0bICTpOpa3BUBAIOIINXCS BHICOKOTEXHOJIO-
ruunbix kommnanuil (TEXYCIIEX) Kanyxckyro obnacts npeacraBuin: 3A0 «OOHUHCKIHEpPro-
Tex» (MammHOCTpoeHHE, TPUOOPOCTPOCHHUE U IEKTPOTEXHUKA) (Bowen B Tomn-10) u rpymnmna KoM-
nanuii «Mup-®apm» (papmaneBTuka U MEJUIMHCKAs TeXHUKA). ITHHOBAIlMOHHAsT aKTUBHOCTh Op-
ranu3anuil B Kanyxxckoii obnactu npejacrasieHa B Tadbnuue 1.

Tabmuna 1
JlunaMuka nmokazaresieii MHHOBAIlMOHHOM aKTUBHOCTHU opraHu3anuii Kamyxckoit o0nactu
0
TMokasare 2010r. | 2011w, | 20121 | 2013, | 201318 7%
k 2010 T.
zlzc;m o0cCJIeIOBaHHBIX OpraHMU3allfii, BCETO 456 509 470 487 106.8
W3 HUX 3aHUMaNKCh WHHOBAIIMOHHOW JI€si- 38 40 50 53 139.5

TEIBLHOCTBIO, €]1.

YpoBeHb HHHOBAIIMOHHOW aKTHBHOCTH, %o 8,3 79 10,6 10,9 131,3

PacnpeneneHHe 0p1"aHPI3aI.[PII>i 10 BUAaM HH-
HOBaHHOHHOﬁ JACATCIIbHOCTH

— TEXHOJIOTHYECKHE, €]I. 33 35 40 45 136,4
— MapKETUHTOBBIE, €]1. 4 4 12 20 500,0
— OpraHu3allOHHbIE, €]1. 18 16 19 21 116,7

Uctounuk: [7].
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