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Abstract
The problem of changing and shrinking economic base of many small towns causes necessity 
of searching new paths of development for them. Central service functions existing in those 
towns previously are largely washed out to larger cities as a result of the present metropoli-
sation processes. The opportunity for economic base or redevelopment of small towns should 
focus on manufacturing industry. The issue of the paper is to indicate the role of industry for 
the development of labour market in the space of the small towns, proving the positive impact 
has practical applications because of its ability to design and implement new development 
strategy objectives of these towns. The study area were Poland’s counties (poviats), in which 
the central city had less than 20,000 inhabitants.

Keywords: economic base; industry; metropolitan areas; small towns

Introduction

Economic transformation of Poland and the whole region of Central Europe, which 
had started in the late 1980s and the beginning of the 1990s, led to profound chang-
es in the economy, including the spatial organization of industrial production. Eco-
nomic structures developed under the centrally planned system had to face the re-
ality of the free market. Another considerable change was the inflow of new foreign 
investment resulting in the relocation of industrial production. These processes 
have led to significant spatial differentiation of productive activities, both at the lo-
cal and regional levels. These processes were the subject of many studies since the 
early 1990s (e.g. Czyż, 1998; Domański, 2001; Domański, 1997; Kukliński, Mync, 
Szul, 1997; Stryjakiewicz, 1999; Szlachta, 1993).

Restructuring and modernization of the industry and the growth of new invest-
ment in production impacted significantly to the growth of competitiveness of pro-
duction which resulted in a decrease of the labour demand and to a large decrease 
in employment in manufacturing industry, also in the case of companies that had 
developed intensive manufacturing activities. There was a significant decline in the 
importance of the industry in the labour market (Rachwał et al., 2008, 2009). These 
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processes, together with the fall of many unprofitable industrial enterprises signifi-
cantly contributed to the shrinking of the economic base of many areas, to their eco-
nomic stagnation or even recession. To a large extent, this problem affected many 
small urban centres, particularly in areas where labour-intensive industry was de-
veloped (Heffner, Marszał 2006; Kwiatek-Sołtys, 2001; Kwiatek-Sołtys, Wiedermann 
2014; Rajman 2000–2001).

Metropolisation processes and the resulting leaching processes of central func-
tions to the greatest cities make it necessary to search for new paths of development 
of small towns (Kwiatek-Sołtys, 2011; Kwiatek-Sołtys et al., 2014). Metropolitan ar-
eas are also very attractive for the location of new specialized functions, industry 
included (Rachwał, 2012). The most important factors for the competitiveness of 
these places are good transport accessibility, large resources of a diversified work-
force, and, of course, a much greater market. Metropolitan areas are characterized 
by relatively high prices of land property in relation to the peripheral areas. In the 
case of production activities this is essential due to the relatively large space needed 
for building factories. This facilitates and accelerates the process of relocation of ex-
isting production resources from major metropolitan areas to those located on the 
outskirts of the agglomeration or beyond them. The process is particularly visible in 
the former socialist countries, because the lack of an appropriate rent from the point 
of view of a free market economy meant that many industrial plants, were located in 
the very city centres. Since the 1990s, such areas have been converted to service and 
residential units such as shopping malls, hotels, restaurants or lofts, while produc-
tion is moved outside the city centres.

The author presents the contemporary industrial space of Polish counties 
(poviats) in which there are no large or medium-sized urban centres. This image 
was compared with the economic situation of these areas and its labour markets. 
The districts taken for analysis are those where the number of inhabitants of the 
greatest town is below 20,000. The level of detail of the analysis carried out on 
the basis of districts resulted not only from an availability of the Polish Statisti-
cal Office (GUS) data concerning in the labour market and industrial production. 
Industrial activities and its economic connections went beyond the boundaries of 
cities, to their immediate surroundings. These links show large relations closure 
in the context of the labour market or income growth in the local environment 
that can be considered for the area of the county (Domański et al., 2005; Huculak, 
2011; Gwosdz 2011).

Development of industry

Spatial differences in the size of production shows high diversity both on a lo-
cal and regional basis (Fig. 1). It is due to the considerable degree of production 
concentration in the districts located within the metropolitan areas of large cities. 
This mainly concerns those of Wroclaw, Warsaw, Bydgoszcz-Toruń and Poznań. Also 
around the smaller centres such as Rzeszów, Opole, Olsztyn and Gorzow Wielkopol-
ski developed areas the high production value is observed.
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Fig. 1. Sold production value of industry and construction in 2012 and its dynamics over 2006–2012 
period
Source: the author’s own work based on GUS Database

To better show the importance of industry and construction for the economic 
development of the particular counties, it was also presented on the map (Fig. 1) by 
the dynamics of production over the years 2006–2012. On a national scale, it is clear 
that industrial production grew in this period. There are only few areas showing a de-
crease. Nevertheless, in such cases the decline may be a problem in the local area. 
Such examples are usually found in the eastern Poland where it has especially negative 
effects due to the fact that the decrease in production relates to the areas in which 
its size was already low. The largest scale of changes was characteristic in the areas 
of Bydgoszcz-Toruń and Wrocław regions. Especially in the first case, this was very 
important because this region has been rather weak in comparison with other large 
urban centres. These changes are in both cases the result of large industrial projects 
in the field of TV sets and LCD screens productions in their new established industrial 
parks (including Łysomice near Toruń, or Biskupice Podgórne near Wrocław).
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The impact of industry on local labour market

The impact of the industry on the local environment has been the subject of 
numerous studies (Grabher, 1994; Lloyd, Dicken, 1972; Porter, 1990). In Polish ge-
ography of industry since the 1990s there has been a growing interest in local and 
regional development. The most important works dealing with industry – environ-
ment relations are issues of location factors including with special emphasis the 
creation of areas of enterprise clusters (Porter, 1990), links between the business 
environment known as embeddedness (Grabher, 1994; Hardy, 1998) induced mul-
tiplier effects in the environment (Lloyd, Dicken, 1972; Domanski et al., 2005; Stry-
jakiewicz, 2004; Gwosdz, 2011; Huculak, 2011; Micek, 2011; Rachwał, Wiedermann, 
2008; Wiedermann, 2007), as well as the sustainability of investment in production, 
particularly in the context of globalization and progressive relocation processes.

Fig. 2. Sold production of industry and construction in 2012 and the employment rate
Source: the author’s own work based on GUS Database
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One of the major current socio-economic problems of the most developed coun-
tries is the increase in unemployment resulting from the reduction of the demand 
for labour. This is due to the increase in labour productivity in production resulting 
from on the one hand the automation of production processes, on the other – the 
relocation of activities with high labour costs to those with the lower one. In the 
structure of the labour market the lack of jobs for people with low skills concerning 
especially young people is continuously growing. The greatest problem concerns the 
areas located on the outside of major metropolitan areas, where the loss of jobs in 
manufacturing is not offset by an increase in demand for services. In the case of Eu-
rope, this situation is observed mostly in its southern and central-eastern part. To 
a large extent, these are the areas that seem to be attractive for the relocated invest-
ment in manufacturing. Although progressive globalization means that now a large 
part of this type of investment goes to areas with much lower labour costs.

In Poland industrialized counties are located in its western part. The compar-
ison of the volume of production with the employment rate show strong relation-
ship (Fig. 2). This applies not only to the Wielkopolska, Lower Silesia and Pomerania 
regions, where the average production level achieves a much higher percentage of 
employees but also is higher in other provinces such as Świętokrzyskie voivodeship 
(Kielce) or Podkarpackie one (Rzeszów), where staszowski and tarnobrzeski coun-
ties respectively show the highest values of both parameters. Some exceptions are 
the metropolitan areas of Warsaw and Lodz, where in some cases the relatively low 
production value is not reflected in the low employment rate. This is due to the great 
development of central functions of these metropolitan areas.

Described above, the production value even at high results may also apply to 
the areas affected by the recession. Thus, the impact of production on employment 
is even more visible in their output growth with the dynamics of the employment 
rate (Fig. 3). This relation is nearly linear. Of course, there are areas where the dis-
cussed relation is less visible. Among the surveyed counties the fastest growth in 
production in 2006–2012 was characteristic for toruński and wrocławski. However, 
in the case of the first one more than six times higher production value resulted in 
the nearly 30% increase in employment while in the second case five times higher 
production value was associated with the two times higher increase in employment. 
Generally, districts for which rates were above the regression line are characterized 
by rapid growth in jobs, resulting from the production increase. Hence, in the case 
of such counties as skierniewicki, warszawski zachodni or rzeszowski, production 
growth is less important than the development of services, especially in the core 
areas of central cities.

To a lesser extent, the relationship between the development of production is 
linked to the unemployment rate recorded in particular counties (Fig. 4). The same 
increase in labour supply due to the industrial development and that of other func-
tions does not affect the various factors of demand for labour. Less correlation in this 
case is caused by such factors as migration processes, the age structure of popula-
tion and, last but not least – by the “hidden” unemployment, mainly in agriculture. 
The zones of high population outflow, mainly people in the productive age, show 
a decrease in unemployment, despite the absence of changes in the labour market. 
The agricultural population is not recorded in the unemployment statistics. There is 
an underestimation of the unemployment rate in most of Eastern and South-Eastern 
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Fig. 3. 
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Dynamics of sold production of industry and construction value over 2006–2012 period and 
employment rate
Source: the author’s own work based on GUS Database
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Fig. 4. Dynamics of sold production of industry and construction value over 2006–2012 period and 
unemployment rate
Source: the author’s own work based on GUS Database
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Fig. 5. Indices of sold production of industry and construction value in 2012 and wages of employees 
number 2012
Source: the author’s own work based on GUS Database
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Fig. 6. Sold production of industry and construction and municipalities’ own income in 2012
Source: the author’s own work based on GUS Database
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Poland mainly in voivodeships of Podkarpackie (Rzeszów), Małopolskie (Kraków), 
Świętokrzyskie (Kielce), Lubelskie (Lublin) and Podlaskie (Białystok). Therefore, 
the increase in the job number is not reflected in the decrease of the unemployment. 
a good example is the district of Golub-Dobrzyń where in the years 2006–2012 the 
unemployment rate heavily decreased while the number of the Kujawsko-Pomor-
skie (Bydgoszcz-Toruń) voivodeship employees grew by more than 15%.

Type of employment and unemployment rates in the region are reflected in 
the level of wages. In the case of small towns and rural areas located in the ana-
lyzed counties wage rate is significantly lower than the average for Poland (Fig. 5). 
Only in the case of the western Warsaw district, the average wage in the county was 
higher than the average for Poland. In the strongly industrialized Krapkowicki dis-
trict, in the zone of numerous large manufacturing companies, this value was equal 
to the national one. Another counties showing high-wage values were situated in 

Fig. 7. Sold production of industry and construction value in 2012 and municipalities’ own incomes
Source: the author’s own work based on GUS Database
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metropolitan areas of large cities and in their neighbourhood (Warsaw, Wrocław 
and Poznań), or in the zones of large industrial projects, like the county of Staszów, 
by the Połaniec power station. On the other hand, the author found the counties 
with relatively high level of industrialization and where wages are among the low-
est. This situation was typical for Southern Wielkopolska, where a large part of the 
industry is a labour-intensive, with relatively low added value. This is due to (among 
other factors) rather early adoption by this region of companies relocated mainly 
from Germany, when the process is usually very time-consuming and concerning the 

Fig. 8. Model of possible paths of small towns development by type of their location
Source: the author’s own work based on GUS Database
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stages of production. The result of this relationship between the production and the 
level of wages is lower than the supply jobs.

To assess the impact of industrial economic base of analysed towns and munic-
ipalities, the volume of production was compared with their own revenues (Fig. 6, 
7). The value of these incomes is largely derived from the property taxes and per-
sonal income taxes paid by residents. Therefore, this index shows the level of the 
economic base and wealth of the inhabitants. There are two different paths of urban 
development (Fig. 6). The dependence of revenues from industrial and construction 
production concerns to such counties as wrocławski, wałbrzyski, krapkowicki, gor-
zowski, szamotulski, wieruszowski and garwoliński. There is also a large group of 
counties for where the increase of incomes has no relation with the development of 
the production base. These are such poviats as warszawski zachodni, nowodworski, 
kamieński, drawski, leski or pucki. The author compared these observations with 
the map (Fig. 7) and noticed better spatial distribution of these two indices. Munic-
ipalities lying in the metropolitan areas or on Baltic Sea shore have higher incomes 
than there would resulted from the production development. This image shows an 
alternative path of development for such areas. In the metropolitan areas, what is 
important is the residential function, growing in the zones of high value natural at-
tractiveness and some local development opportunities arise for the development of 
tourism or second homes concern the coastal areas and those of the Bieszczady Mts.

This analysis allowed the author to build a model of potential pathways of Pol-
ish small towns under current economic conditions (Fig. 8). The development po-
tential function has been assigned to the types of areas, resulting from the features 
of urban locations. By far the small towns within metropolitan areas have the great-
est opportunities for development. These are, on the one hand, areas attractive for 
the locating new, modern production (Kwiatek-Sołtys et al., 2014), and, on the other 
hand – for dwellings. The areas of exceptional natural beauty of landscape or natural 
resources can focus on the tourism development. This applies, for example, to spas 
and towns located in the mountainous or coastal areas. However, the vast majority 
of small towns do not have such advantages, so they need to search for new chances 
for their economic growth.

Conclusion

This study clearly demonstrated the advantages of attracting productive invest-
ment. As a function of specialization, the export does not compete with the neigh-
bouring resorts. What is more, it can become an asset for the location of similar com-
panies and the formation of clusters. Of course, in remote areas it is uneasy to attract 
a large external investor because to a relative inaccessibility of them. But there are 
examples proving that it is possible in such areas to develop new productive activ-
ities. From the point of view of small towns, particularly valuable type of produc-
tive economic base are neo-Marshallian industrial districts due to their high local 
embeddedness and flexibility, with which they are able to respond quickly to mar-
ket needs. Examples of such regions are footwear or furniture manufacturing in the 
surrounding of Słupsk or in small town of Kalwaria Zebrzydowska. In agricultural 
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areas it is worth to develop local manufacture of food products. This is a potential 
industrial sector, the role of which in local economy should be increased.

The necessity of industrialization or re-industrialization in many areas is still 
neglected. Lack of awareness in this matter is mainly visible at the level of local gov-
ernment managing. Many small towns and communities in their documents of their 
development strategy or the land use plans do not include the new path of devel-
opment. Investments in infrastructure, which can improve an access to such areas 
are treated only in terms of better transport. The next step after these investments 
should be the designation of new zones of economic activity in the form of industrial 
parks. Nowadays there are numerous places with a very convenient location with 
well-developed communication infrastructure – but without the economic develop-
ment. The application of these actions by the local authorities can be the opportunity 
for obtaining new production activities, resulting both in growth of local labour mar-
ket and improvement of the economic situation of the given town and county, too.
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