STUDIA OBSZARGW WIEJSKICH
2015, volume 39, pp. 59-76
http://dx.doi.org/10.7163/SOW.39.5 KOMISIA OBSZARGW WIEJSKICH

. POLSKIE TOWARZYSTWO GEOGRAFICZNE
www.ptg.pan.pl

INSTYTUT GEOGRAFII | PRZESTRZENNEGO ZAGOSPODAROWANIA

POLSKA AKADEMIA NAUK
[ www.igipz.pan.pl

CHANGING RURAL ECONOMIES: THEORETICAL
BACKGROUND AND EMPIRICAL EVIDENCE

Vladan HRUSKA! e Konrad CZAPIEWSKI?

1Jan Evangelista Purkyné& University in Usti nad Labem, Faculty of Science
Department of Geography, Ceské mladeze 8, 400 96, Usti nad Labem, Czechia
vladan.hruska@ujep.cz

?Institute of Geography and Spatial Organization, Polish Academy of Sciences
Twarda 51/55, 00-818 Warsaw, Poland
konrad@twarda.pan.pl

Abstract: Rural areas have been traditionally perceived as space dominated by agriculture. However, especially
since the World War Il a sinking importance of agriculture for the economy, employment and even identity
building could be observed. This has occurred both in developed capitalist and post-socialist countries. The pur-
pose of this article is to discuss the character of present rural economies of developed countries (and especially
Visegrad countries) with a particular attention to other than acricultural and tourism economic industries. Key
factors influencing the growth of jobs in non-farming and tourism sectors are analysed and on this basis the
conditions for entrepreneurship in rural areas in the era of the knowledge economy are re-evaluated.
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Introduction

Rural areas have been traditionally perceived as stable, unchanging or even backward
places which successfully (or unsuccessfully) keep away from modernization pressures.
By contrast, cities have been perceived as symbols of progress, as dynamic places which
undergo rapid development with all its negative or positive consequences. However, this
dichotomy of traditional rural and dynamic urban appears to be baseless. At least in the
context of Western developed countries where rural space is influenced by permanent
social, economic and political changes which have accelerated significantly in the post-
-World War Il period (Woods 2005). These changes related to broader processes of social
and economic transformation from regional, national or even global scales significantly
and have transformed traditional rural economies originally dependent on primary eco-
nomic activities — planting crops and wood, livestock breeding, production of timber and
the mining of raw material.
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As a result, rural areas have been significantly influenced by the sinking importance of
agriculture for the economy, employment and even identity building after the producti-
vist period in which farming had a key role in national and rural economies (e.g. llbery and
Bowler 1998; Woods 2005; Lapping 2006). This has happened both in developed capita-
list and post-socialist countries. Whereas in the context of the United Kingdom and some
other Western countries the 1980s are labelled as a period of "crisis in farming" (Woods
2005), "crisis of productivism" (Lowe et al. 1993) or "end of the productivist phase" (llbery
and Bowler 1998), in post-socialist countries such substantial and rapid changes in the
farming sector came at the beginning of the 1990s. Since then, the importance of the
primary economic sector for rural areas is sinking in terms of its benefits for employment
and income of rural inhabitants (Atterton et al. 2012).

On the other hand it does not mean that rural areas, since the proclaimed end of
productivism, are some kind of "job deserts" as it is very often heard in lay discourse com-
mentaries of the post-socialist transformation of agriculture in Visegrad countries. Instead,
new job opportunities have been generated in other sectors of the economy — in services
or even manufacturing — as a result of the development of ICT, growing individual auto-
mobility, by the influx of well qualified and wealthy members of middle and higher classes
to rural areas, etc. In circumstances like these, manufacturing and services became more
important for rural employment than farming. However, the spatial distribution of these
"new" jobs in rural areas is very uneven and this is also one of the factors which causes gro-
wing socio-economic differentiation of rural areas since the gradual retreat of agriculture.

The purpose of this article is to discuss the character of non-agricultural rural econo-
mies of developed countries and in particularly of Visegrad countries. Finally, key factors
influencing the growth of jobs in non-farming sectors are analysed and on this basis the
conditions for entrepreneurship in rural areas in the era of the knowledge economy are
re-evaluated.

Transformation of rural economies of developed countries

In the post-WW!II period the primary goal of national states was to ensure their food se-
curity (Burton 2004, Lapping 2006). Hence, farming received very much attention from
national governments in order to maximize agricultural output. Such a goal should have
been reached by three structural dimensions of productivism —intensification, concentra-
tion and specialisation of agricultural production (Ilbery and Bowler 1998) — and required
an extensive array of legislation, financial and institutional tools which should have helped
farmers to increase their agricultural output (Lapping 2006). This productivist thinking has
significantly influenced rural policies which are till now very often perceived as equal to
sectoral agricultural policies, at least in the UK and the US (Atterton et al. 2012: 125).
However, the contribution of productivist agriculture to the general development of
rural areas is highly disputable. Among other things, labour specialization and mechani-
zation of farm processes reduced the agricultural workforce in developed market eco-
nomies (Woods 2011: 76). As a result, in the 1970s, the rural areas of many developed
countries lost their exclusive economic dependence on agriculture, as the percentage of
the agriculture-dependent population on the total rural population in these countries
decreased to less than 50 per cent (The Food and Agriculture Organization, quoted in
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Woods (2005)) and shrinkage of this population still continues. In OECD countries gene-
rally agriculture accounted for only 5.6 per cent of employment (for detailed information
about each OECD country see Fig. 1).
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Fig. 1. Share of employment and GDP in agriculture, forestry, hunting and fishing in OECD countries!
Source: OECD (2008).

Simultaneously with the fall in employment in primary economic activities, employ-
ment in other economic sectors has been growing. Since the 1970s a new flow of capital
goods and opportunities to rural areas was evidenced in Europe and North America (Ma-
rini and Mooney 2006: 95). Apart from growing tourism and other services the number
of new job opportunities in manufacturing in rural areas increased, despite the general
retreat of manufacturing from developed countries at the expense of services (North
1998: 161). Such development brought many Western authors to speak about rural indu-
strialization (North 1998), industrial restructuring of rural areas (Flgysand, Sjpholt 2007)
or even urban-rural shift in manufacturing (e.g. Keeble 1980; Fothergill and Gudgin 1982;
Keeble et al. 1983; North 1998).

Keeble (1980) was the first to reveal the fast growth of jobs in manufacturing relative
to urban areas, as he recorded it in rural areas of Western Europe and the US from the
1960s. Moreover, this growth superimposed upon the more general trend of deindu-
strialization of national economies (North 1998: 163). In the 1960s US manufacturing
increased as a whole by 20 per cent but non-metropolitan areas reported a 31 per cent
increase in comparison to a 15 per cent increase in metropolitan areas. During the 1970s
employment in manufacturing in metropolitan areas fell by 3.5 per cent, whereas in non-

1 Employment figures are from the Annual Labour Force Statistics (ALFS) dataset, except for France and the
USA which are from the Annual National Accounts dataset. Data are for 2008, except for Belgium, Greece, Lu-
xembourg, Poland and the USA for which data are for 2007. GDP figures are gross value added at current prices
from the OECD National Accounts database. Data are for 2008, except for Australia, Belgium, Czech Republic,
Denmark, Finland, Germany, Ireland, Japan, Korea, Switzerland, Turkey and the USA for which data are for 2007;
Mexico (2006); Iceland (2005); and Canada and New Zealand (2004), OECD (2010).
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-metropolitan areas it increased by 12 per cent (Lonsdale and Seyler 1979, quoted in
North 1998). In rural areas of the UK employment in manufacturing increased over the
period 1960-1991 by 45 per cent, whereas in urban areas (including small cities) it drop-
ped significantly (North 1998). This trend also continued over the period 1991-1998 when
the number of manufacturing jobs increased by almost 10,000 (Kiehl and Panebianco
2002). Between 1998 and 2002 a growing number of jobs was reported in rural England
— 275,000 new jobs were created, most of them in business services and distribution,
hotels and restaurant activities (Atterton et al. 2012: 126).

Despite the continuing deindustrialization of national economies, manufacturing also
dominates rural economies of other European countries. In West Germany there was
a loss of manufacturing jobs in rural areas between 1991 and 1998 (by 16.7 per cent),
however this loss was lower than in urban areas. It was a similar situation in ltaly over
the period 1991-1996, but the decrease of manufacturing jobs was lower (-3.8). In both
countries it seems that the dominance of manufacturing will soon be brought to an end
by the fast growing number of jobs in the service sector (Kiehl and Panebianco 2002).

Post-socialist economic transformation of rural areas in Visegrad countries

Naturally rural areas of Visegrad countries have also undergone various processes of eco-
nomic restructuring. The turn of the 1980s and 1990s has become an important mile-
stone in the development of rural areas in former socialist states of Central Europe. The
transition to a market economy, democratization and the retreat from central planning
has significantly affected the fate of individual rural localities which have been going thro-
ugh the transformation process (Hruska 2014). Therefore, when discussing changes in
rural areas of Visegrad countries — the beginning of the 1990s is the most frequent begin-
ning of analyses of such transformations.

The transition from socialism to capitalism triggered processes typical in the develo-
ped countries of western Europe, which have, however, developed with a certain delay
in Visegrad countries. During such a transition in the central system, institutional and
structural changes (Synek 2004) were required in order to adjust to the new economic
system. From this point of view, a key role was played by the privatization process. Its aim
was not only a change in ownership patterns, but rather the whole economic transfor-
mation which should have ensured competitiveness of the newly established capitalist
economies. Such a transformation also included structural changes in the structure of the
economy, when the shares in agriculture and heavy industry on total employment and
GDP decreased significantly at the expense of the service sector.

Czechia

The post-socialist transformation of Czech agriculture caused a rapid decline of employ-
ment in agriculture. At the beginning of the 1990s 7 per cent of economically active inha-
bitants (about 600,000 people) worked in agriculture (Bicik and Jan¢ak 2005). However,
in 2011 it was only 2.1 per cent (125,000 people) (Czech Statistical Office 2011). More
demonstrative facts about rural employment can be received by an analysis of Czech mi-
croregions (Fig. 2). In this case, delimitation of such microregions is based on the deli-
mitation of the administrative areas of municipalities with extended competency, which
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were established for the purposes of public administration. Delimitation of most of them
is very close to functional regions based on commuting-to-work patterns; therefore they
cover regional labour markets very well and are suitable for further analysis. These micro-
regions were classified into the following categories:
¢ urban (includes cities with a population of more than 40,000 or includes no rural
municipalities defined as municipalities with less than 3,000 inhabitants),
e rural suburban (adjacent to urban microregions around cities with a population of
more than 150,000),
¢ intermediate rural (include rural municipalities and towns with a population of
10,000-40,000),
e rural (around towns with a population of 9,999 and less).

Type of a microregion:
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Fig. 2. Typology of Czech microregions and employment in agriculture and hunting in 2011
Source: compiled from Czech Statistical Office statistics (Census 2011), ArcCR 500; designed by V. Hruska.

Analysis of employment patterns for 2011 in these microregions shows, that in rural
microregions the percentage of people employed in agriculture and hunting was 4.0 per
cent (even in the microregion Pacov with the highest employment in agriculture the per-
centage was only 11.3) (Table 1). Moreover, it can be argued that in Czechia there is a cle-
ar urban-rural gradient in manufacturing, as employment in manufacturing was much
higher in rural than in urban microregions. By contrast, the trend was the opposite if we
consider employment in tourism which is very often perceived as salvation for economies
of peripheral rural areas — its share on employment in rural microregions was only 3.8 per
cent compared with 5.3 per cent for urban areas.

Concerning rural municipalities (defined as municipalities with more than 3,000 inha-
bitants) with the highest number of jobs in 2011, these are mostly municipalities whose
economy is based on coal mining (Stonava — 2,518 jobs; Stari¢ — 1,901), the automotive
industry and related industries (NoSovice — 2,091 jobs; Kvasiny — 1,809; Chotésov —1,701),
a large industrial park with plants for transnational companies (TNCs) (Zebrak — 2,020),
a nuclear power plant (Dukovany — 2,006 jobs) and a heating plant (Trmice — 1,980 jobs; in
combination with a retail park and producer of components for the automotive industry)
and agriculture (Slusovice — 1,797 jobs) (Dolezal 2015).
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Table 1. Share of employment in agriculture and hunting, manufacturing and tourism in Czech microregions in
2011

NACE section: . A ¢ . R+.I
agriculture manufacturing Tourism

Urban microregions 0.9 17.4 53
Rural suburban microregions 1.5 21.1 4.4
Intermediate rural microregions 2.9 26.8 4.3
Rural microregions 4.0 28.7 3.8
Czechia (total) 2.1 22.6 4.7

max. min. max. min. max. min.
Non-urban microregions with 113 03 438 108 163 29
the most extreme values

Pacov Litvinov | Mohelnice | Cernodice | Mar. Ldzné | Konice

Source: compiled from Czech Statistical Office statistics (Census 2011).

Hungary

Hungarian agriculture had shown an unrivalled capacity within the Socialist block. Besi-
des supplying the population of the country with high-quality products, its produce was
exported to both eastern and western countries. It is therefore all the more intriguing that
this sector went into a long downward spiral after the system changed. Production decli-
ned dramatically in the 1990s and for a long while it stayed about 30 per cent below the
former average output. The average yields of all major crops also declined. While growth
in industry began from 1994, and in other sectors of the national economy from 1996
and 1997, the agrarian sector faced a continuing and comprehensive crisis (Varga 2010).

One of the main ways the agrarian sector has adjusted to these competitive pressures
is by continually reducing the amount of labour used by means of adopting new techno-
logy and structural adjustments such as larger farming units. The result in many regions is
that agriculture now makes up a small part of total employment. However, even in these
regions as well as those where agricultural employment is of much greater importance
the inexorable trend of labour moving out of the sector seems to continue. In Hungary,
due to restructuring in agriculture, privatization of former state-owned farms and com-
pensation for farmers after the political transition (see Brown et al. 2006; Burger 2006),
agricultural employment fell between 1980 and 2011 from approximately 20% to less
than 5% (Source: HCSO — Hungarian Central Statistical Office) (Table 2).

The main reason for these changes was the lack of physical infrastructure (storage ca-
pacity, cold-chain storage, sorting, grading, packing, quality control and processing), and
the lack of commercial-financial infrastructure (engrossers, creditors). In the traditional
agricultural areas in Hungary (Szabolcs-Szatmar-Bereg, Békés, Hajdu-Bihar, Jasz-Nagykun,
Szolnok, Csongrad, Bacs-Kiskun counties) the long term crisis increased to a point where
social problems and unemployment became serious issues (Schlett and Beke 2014).

An interesting study made by Csatari (2005) was selected for the illustration of socio-
-economic processes and their relation to development of entrepreneurship in Hungarian
rural areas. In the analyses Csatari (2005) adopted a multi-approach factor analysis as the
method and examined at the level of general development of smaller regions in Hungary
as well as the index of rurality.
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Table 2. Employment in Hungary and the European Union

Employment in agriculture*
Agriculture’s share in Gross
1000 employed in agriculture Share in total employment Domestic Product in %
(1000 persons) in%
EU25 EU15 HU EU25 EU15 HU EU25 EU15 HU
1980 n.a. 12,730 989 n.a. 9.5 19.5 n.a. n.a. 17.0
1990 n.a. 9,562 693 n.a. 6.6 14.2 n.a. n.a. 12.5
2000 10,680 6,770 246 5.7 4.3 6.5 n.a. 1.7 3.9
2011 10,761** | 5,400 184 5.0%* 3.0 4.8 1.2%%* 1.5 2.8

*Including hunting, fishing and forestry, **EU-27
Source: Ritter et al. (2013) based on Eurostat and Hungarian Central Statistical Office (HCSO) data.

The most rural regions (mainly eastern Hungary) are at the same time the most unde-
veloped (Fig. 3—4). The level of development in eastern and southern Hungary has rema-
ined below the national average. Except in a few isolated urban regions, poor accessibility,
high long-term unemployment, economic crises and the dominance of agriculture point
to grave and entrenched economic and social conflicts. The unmistakable expansion of
the suburban zones undergoing variegated development in the Budapest agglomeration,
the island-like separation of large cities and a vigorous increase in the number of generally
developed regions in northern and western Transdanubia is of major importance. Rela-
tive to this, predominantly agricultural rural regions are lagging behind, and are mainly
concentrated on the Great Plain. A deep and persistent crisis in backward rural regions
is typical of South Transdanubia and north eastern Hungary (Csatari 2005). Those studies
and examples show the problems in finding a successful way to develop entrepreneurship
in peripheral rural areas.

rural microregions

rate %

% 100 - absolutely rural (40)
& 75- 100 - dominantly rural 19)
= 50-75 - ordinary (41)

25 — 50 - urban with rural character (41)
© MTA RKK ATI, Kecskemét [<]  0-25-urban (26)

Fig. 3. Index of rurality in Hungary
Source: Csatari (2005).
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A upgreat position (1992-2002)
V¥ decline position (1992-2002)

factor values

% 0,75- 333 (33)
N 00 - 0,75 (28)
7 .0,75— 0,0 (49)
© MTA RKK ATI, Kecskemét D 1,76 — 0,75 (39)

Fig. 4. Value of main factor of general socio-economic development
Source: Csatari (2005).

Poland

Operation of private entrepreneurship under the socialist system was subject to nu-
merous limitations (e.g. declining concessions, charging excessive taxation) and a rapid
increase in the number of economic entities came only at the beginning of the trans-
formation period (Misztal, 1989). Therefore, in 1988 the private sector in Poland was
represented almost exclusively by trades, which mainly included industrial and con-
struction activity and to a lesser extent agriculture services, public utilities and heal-
thcare. In 1988 there was a more liberal approach towards trades consisting of easing
restrictions related to the level of employment and expanding the scope of business
activity while a rather restrictive policy on business and commercial services was still in
force (Kaminska 2006). Starting in 1990, the number of companies began to increase
dynamically.

The overall analysis of the entrepreneurship index leads to the conclusion that its
value increases from east to west (with the exception of municipalities located within the
Warsaw agglomeration). High rates of economic activity were observed in municipalities
located in the vicinity of large cities and attractive tourist areas (coastal areas, Beskid and
Bieszczady Mountains). The lowest level of this attribute was recorded in the Lubelskie
Voivodeship and numerous municipalities of the Podkarpackie, Podlaskie and northern
part of the Warminsko-mazurskie Voivodeship (Kaminiska 2011). The reasons behind the
low level of economic activity in these areas include among others:

¢ |low education level of the population (Kaminska 2011),

¢ monofunctionality — high share of employment in agriculture (Gatgzka and Mync

1999),
¢ underdevelopment of financial infrastructure and institutions supporting entrepre-
neurship (Dutkowski and Gawlikowska-Hueckel 2000).
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It is also noteworthy to examine the size structure of business entities located in rural
areas. According to the CSO these are in the vast majority micro-enterprises employing
up to 9 people.

Based on analysis concerning changes of indicators describing entrepreneurship in ru-
ral areas in the first decade of the 21th century, one may ascertain considerable and stable
dynamics in their development. However, it is crucial to distinguish the trends observed
in relation to the type of rural areas. Most definitely, different conditions for the develop-
ment of entrepreneurship prevail in areas with strong functional relations with urban cen-
tres of regional significance in comparison to monofunctional, agricultural areas located
peripherally. Below is a brief analysis of this phenomenon in terms of functional structure.

The entrepreneurship index (humber of entities per 1000 citizens of working age) sug-
gests a general level of entrepreneurship in a given area. Since 2000 the number of eco-
nomic entities in Poland has increased from 3,186,700 to 3,975,300, reaching an overall
increase of 24.7%. The growth rate was even greater in rural areas. In the municipalities
of types C to H (explanations in the caption below Fig. 5) in the period of 2000-2012 the
growth in the number of business entities was as high as 32.5%. The least favourable
situation was observed in notably agricultural communities, in which the value of the
analysed indicator was the lowest throughout most of the examined period and the dy-
namics of change remained low (an increase of 11.6%). Therefore, disparities deepen and
notably agricultural communities (type D) stand out clearly from other municipalities in
terms of the entrepreneurship index (94.9). The process of negative divergence does not
pertain to municipalities with a relatively low prevalence of agricultural function (type
E). Municipalities of this type have in recent years significantly improved their position in
relation to notably agricultural communities.
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Slovakia

In Slovakia the main structuring mechanisms of the post-socialist transformation of agri-
culture were about the same as in Czechia, as both states constituted Czechoslovakia until
1993. As a result, agricultural employment dropped from 13 per cent to 3.2 per cent over
the period 1990-2013 (Slovak Statistical Office and VUEPP 2014). If we look for the most
agricultural district in Slovakia, measured by agricultural employment, then it is the di-
strict Gelnica with 24 per cent working in farming in 2009 (Slovak Statistical Office 2013).

Székely and Michniak (2009) conducted an interesting analysis of Slovak rural com-
muting centres (defined as municipalities with a population of less than 5,000 which of-
fer jobs for more than 100 commuters and show a positive commuting balance. They
discovered that agriculture, forestry and fishing is the dominating sector in only 12 out
of 106 rural commuting centres. On the other hand, manufacturing dominates in 59 com-
muting centres (Fig. 6).

Michniak (2010) further focused on the 12 largest commuting centres whose econo-
mic centrality is based on one large employer in the electric power industry (Jaslovské
Bohunice, Kalnd nad Hronom, Vojany, Zemianské Kostol’any), the steel industry (Podbre-
zova), wood processing (Hencovce), the pharmaceutical industry (Slovenska L'upca), mi-
ning and metallurgy (Lubenik), sugar mill and cable production (Trencianska Tepla), the
electronics industry (NiZzna), the rubber industry (Dolné Vesetnice) and the glass industry
(Lednické Rovne). Most of these employers are successors of large socialist enterprises
which were founded in Slovakia in the post-WWII period by the Czechoslovak state.

Mnisek nad

r/ o " 3. ) Popradom (”\/\w
L ° &' A.q( - I N i ’\e\f‘\—»
»

" vy
I - L]
s /[ o = -
{ : o ° " T
o [] e
I R I _ —
[ ’ O Rj - u e ‘:’ o
ﬁJ Q S ,«Q\ \ (0?”\.4 fﬂgg\,\\‘ Hencoveey
A\/xf ’ on 0 T @ ¥ _r i
ya \q ® f a ' 7S
e, r ' >/ 0@ %, -
Podbi
'L JBaslo\/skel:WQNr \ /\/ é. R ‘ § L
- = EA g @ 8" P .
P S -
. Lv 1 9 ? . @ A
‘? o 7 n L] . - o~ L Vojany (
. a0 Y 5 .- N ® o "/ e "ol
(2 o 8 ! & ¥, = u o The number of commuters
> 3 )
\ n;j} gl P - ¢ . m ®/ 3000
. 2 5w (>' N ./ (=)o 1800
b " i Yy =y e
§ 0(5 §< o Kananad @ 3;/8. ,JJ i £ O
D 3 Hronor e
’\ L] § n ?j( The branches of economic activity
!
% of " { ersilfcuntsy o scrcobes oy € ST
o~ s g urban municipalities with passive . blic ad trati
Mevedovn B W commuting ballance <« industry o i ioe
= o 5 far L] gg":g\';‘t‘l‘:‘g‘%gﬁggiz"mh active Q transport and communications < other and not-specified
----- @ construction

Fig. 3. Rural commuting centres of Slovakia and the structure of commuters by the branches of economic activity
Source: Székely and Michniak (2009).



Changing rural economies: theoretical background and empirical evidence 69

Causes of rural industrialization and tertiarization

There are many theories and hypotheses with different theoretical backgrounds which
aim to explain urban-rural manufacturing shift or the growth of employment in servi-
ces in rural areas. As North (1998: 170) rightly comments, there are no simple right or
wrong explanations, rather it is necessary to use them in a suitable context, because the
expansion of manufacturing and services to rural areas involves many processes which
are interrelated and have a different influence on the situation in a particular rural locality.
Marini and Mooney (2006: 95) argue that reasons for the reversal in the flow of capital,
goods and job opportunities from urban to rural areas consist in capital’s search for che-
aper labour, the creation of new markets and an influx of qualified and wealthy people
from cities. North (1998: 170-173) suggests five hypotheses for the explanation of the
urban-rural shift in manufacturing employment.

The constrained location hypothesis

This explanation reacts to the increasingly difficult situation of firms in urban areas when
searching for new space for their further expansion. From this point of view small towns
and rural areas are much more ready to provide new spacious units and land for expan-
ding firms.

The production cost hypothesis

The production cost hypothesis is related to spatial variations in wage costs and land/pro-
perty costs. In comparison with urban areas, rural areas and especially those in peripheral
locations can offer lower costs for the expansion of new, space-demanding manufacturing
investment.

The filter down hypothesis

This hypothesis relates the expansion of manufacturing to rural areas to the concept of
product life cycles (e. g. Markusen 1985, similarly also Vernon 1966). With growing com-
petition among firms since the end of the fordist era they have been forced to look for
cheaper locations, where the more routine part of their production could be transferred.
On the other hand, management, research, design and other activities requiring qualified
labour are still located in metropolitan areas.

The capital restructuring hypothesis

This approach, derived from the Marxist theories, emphasizes the importance of spatial
difference of labour. From this point of view the restructuring of production is connec-
ted to advances in technology and production methods. Such changes have also induced
spatial changes where capital could flow much more quickly to areas which did not have
a tradition in manufacturing. By this process, small towns and rural areas are preferred
not only due to the lower wage costs, but also due to lower levels of unionization and
worker militancy. This explanation is especially valid in the context of post-socialist coun-
tries whose economic restructuring has been driven by foreign direct investment which
was perceived as regional development panacea (Mackinnon and Cumbers 2007) and
enabled localisation of plants of TNCs in highly accessible rural areas.
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The residential preference hypothesis

This explanation puts together more behavioural aspects with entrepreneurial location
decisions. Proponents of the residential hypothesis argue, that economic development
in the form of new manufacturing and service start-ups in rural areas is related to the
counterurbanization process. In-migrants to rural areas (especially wealthy and qualified
members of the service class) are attracted by quality-of-life considerations and the (re)
emergence of ecological, rural and local ideologies (Kiehl and Panebianco 2002). This
explanation seems to be very promising since many studies (e.g. Smallbone 2005; Bo-
sworth and Willett 2011; Kasimis et al. 2010; Bosworth and Glasgow 2012) have proven
that in-migrants to rural areas have strong entrepreneurial thinking and therefore help to
strengthen rural economies.

All the aforementioned hypotheses were developed by Western authors for rural are-
as of western developed countries, therefore it is necessary to think about and consider
their relevance for the conditions of Visegrad countries. This is a logical call, because the
positions adopted by British and American rural geography arose in a different historical
and cultural context, a different perspective on the problem, and a different tradition in
the evolution of social sciences. To rural geographers in Visegrad countries , issues of spa-
tial structures and the influence of instruments of regional and agricultural policy of the
European Union are of greater consequence, while social and cultural changes, especially
in their local dimensions, are of lesser interest.

Since the 1990s, in these countries we can observe substantial technological progress
(a rapid increase in personal mobility, modernization of the infrastructure of rural set-
tlements etc.), later also the start of the counterurbanization process (still much more
present in adjacent rural areas). The transformation of agriculture weakened its power
position and terminated production in the premises of large state farms and cooperati-
ves, therefore there has been a growth in free land and property stock which could have
served as a haven for new small businesses. Some of these businesses could be perceived
as indicators of new post-fordist conditions which arose on the remnants of large socialist
enterprises. Other businesses are the result of intensifying global integration of post-so-
cialist economies. Such integration has brought branch plants of transnational companies
to rural areas whose arrival has been massively supported by national and regional go-
vernments which became empowered, similarly as local governments, by the decentra-
lization of government and the end of central planning. These are all factors which have
influenced the fortune of rural areas in Visegrad countries. It is necessary to put these
factors into the context of the explanations mentioned above in order to explain what and
how it has happened in the economies of rural areas in Visegrad countries.

New rural economic areas and entrepreneurship in rural areas

The economic activity of the population fundamentally affects the transformation of so-
cio-economic space and contributes to improving the competitive position of given areas.
The development of entrepreneurship is associated with both — favourable conditions for
running a private business (natural, institutional and spatial conditions) and results from
the knowledge and skill of residents. A desired location is usually the catalyst to exploit



Changing rural economies: theoretical background and empirical evidence 71

the potential rooted in society and initiative for action (Janc 2009). Audretsch and Keil-
bach (2005) even speak of entrepreneurship capital as part of human and social capital,
which determines the social capability to establish new businesses.

Small and medium-sized enterprises play an important economic — activating local
markets - and social role - encouraging the evolution of the middle class. The develop-
ment of a single enterprise, which employs dozens of workers is significant for the local
economy, even if it does not directly affect other producers in the region, as it generates
multiplier consumption effects (Domanski 2001). Krugman (1999) states explicitly that
successful locations are those that have a concentration of manufacturing activity.

Entrepreneurship is a multidimensional phenomenon determined by factors that can
be encompassed under two spheres: social and economic (Karwat-Wozniak and Chmie-
linski 2006; Drucker 1992). The most frequently cited definition is the one of the En-
cyclopedia of Agribusiness (1998: 634): "Entrepreneurship involves an active, individual
attitude interacting with reality as well as a general phenomenon that contributes to the
improvement of existing economic resources and dependent socio-economic structures".

In the research on rural entrepreneurship, its significance for multifunctional rural
development is emphasized, along with the gradual transformation of agricultural areas
towards a more functionally diverse one. The concept of "multifunctional development
of rural areas", derived from spatial planning is closely related to rural urbanization (Ko-
strowicki 1976). The concept of rural space as multifunctional space is considered as a by-
-product of a more general evolution of viewpoints in agricultural geography with respect
to the modern nature of socio-economic transformation of rural areas. The concept of
multifunctional rural development originated from an apparent need for new planning
methods tailored to rural areas — that would follow structural changes that were rapidly
taking place in the rural economy, including modernization of agriculture. The model for
the functional structure of rural areas reappears in most modern-day geographical stu-
dies that tackle this topic.

Therefore, rural entrepreneurs and their companies become:

¢ akey factor for local development (Ktodzinski 2006),

e an opportunity for non-agricultural rural development (Matysiak and Zmija 1996),

¢ an effective factor in the struggle against unemployment (Wojewoda 2002).

¢ The significance of different factors influencing the level of entrepreneurship in

rural areas is differentiated:

e the impact of local government (Stominska 2007),

¢ the importance of the human factor, an attitude towards entrepreneurship and

education level of entrepreneurs (Czapiewski and Janc 2012),
¢ the role of technical, social and economic infrastructure in stimulating rural entre-
preneurship (Dziura and Trzmiel 2011; Czapiewski 2004).

In the study on sectoral structure of undertaken initiatives, a fact is stressed that its
scope usually encompasses minor services, including trade and craft activities as well as
manufacturing (Kaminska 2006; Ktodzinski 2006; Halamska 2013). In contrast, due to its
distinctness and "rural specificity" much attention is addressed to agritourism (Szymanska
1996; Bednarek-Szczepanska 2010).

It is worth quoting the impression of rural entrepreneurship perceived through the
prism of scientific discourse- local economy is an economy of many participants, but the-
se are at the same time small entities, mainly micro-enterprises based on self-employ-
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ment; with a large share of the so-called "grey zone". Rural entrepreneurship is a place
for individual or family work; with a high degree of flexibility and ability to retrain with the
changing demand. Apart from the economic benefits, social and psychological benefits
are equally important — having a job and securing redundant labour from agriculture are
entities operating at the present time, not creating far-reaching development strategies,
not regarding high levels of competition and often being uninterested in further develop-
ment as well as little cooperation with other entities (Halamska 2013).

Concluding, the idea of innovative application of rural development is in accordan-
ce with the "bottom-up" approach recommended by OECD to increase the competitive-
ness of local communities and regions (Table 3). This approach differs from the former
"top-down" with strengthening the role of investment and diminishing the role of direct
support to stimulate development. Similarly to multifunctionality this new paradigm of
rural development based on the exploitation of endogenous potentialities with expert
knowledge. This new paradigm directly recommends equal treatment of rural activities
and therefore equal access to support them. The former dominating role of central admi-
nistration and farmers in directing regional development are to be distributed among all
rural development stakeholders (Ray 1997; OECD 2006).

Table 3. The new paradigm of rural development

Old approach New approach

Objectives Equalisation, farm income, | Competitiveness of rural areas, valorisation of local
farm competitiveness assets, exploitation of unused resources

Policy orientation | Sectoral Territorial

Key target sector | Agriculture Various sectors of rural economies

Main tools Subsidies Investments

Key actors National governments, All levels of government (supranational, national, regional
farmers and local), various local stakeholders (public, private, NGOs)

Source: OECD (2006).

In this light the successful process of rural development requires a shift from sector
orientated to integrated economies branch strategies. This implies the involvement of
different groups of local communities to coordinate sectors, social, environment and ad-
ministration related development actions (Seibert 2006). This process is among the most
difficult as it integrates a wide range of economic and social issues that are conditioned
by local and regional environment. Therefore rural development can be recognised as
a combination of different — community, business and administration — level sub actions
(Strahl 2006). In this process the balance between public, private and different levels
of governance actions is critical. In other words the level of complicity with these rules
measures the harmony between desired development direction with the local specific
environment and community preferences (OECD 2006). The complex nature of the new
paradigm in rural development necessitates a combination of different types of know-
ledge. It includes management knowledge that is supported by local government autho-
rities, local knowledge formed by the community and expert’s knowledge that is mainly
provided by NGO’s and external experts.
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Conclusion

Rural areas of Visegrad countries follow, with a longer time lag, the development trajec-
tories of other developed countries. A strong decline in agriculture, urban deindustria-
lization and rural industrialization, tertiarization of rural economies — these and other
processes of post-socialist economic restructuring are building the present economies of
rural areas of Visegrad countries.

However, economic growth is a highly unequal phenomenon — only some of these
areas were able to find a successful strategy of development — in such areas the index
of entrepreneurship is relatively high and this also helps to diversify the agriculture-de-
pendent economy into a more diverse (multifunctional) and stable economy. Many rural
areas could still be classified as lagging behind. The decline in the number of jobs in agri-
culture has not yet been replaced and they increasingly face social problems related to
unemployment. Moreover, the difference in economic performance between them and
rural areas adjacent to large urban centres is still increasing.

Economic growth is also unstable- usually highly accessible rural localities have bene-
fited from the globalization process which has enabled them to commodify their location
by hosting a plant of TNCs. Such a strategy brings many job opportunities to a particular
rural area, nevertheless by another wave of capital accumulation such jobs could be relo-
cated to regions or countries disposing with lower production costs.

From the above mentioned it is clear, that the spectrum of drivers which influence the
development of non-agricultural and non-tourist activities in rural areas is very wide. Such
factors are still not fully identified and classified — that is why it is difficult to make a holi-
stic explanatory analysis. In any case, it has to be stressed that the economic importance
of non-agricultural and non-tourist economic activities in present rural areas of Visegrad
countries is not only larger, but will also grow in the future. Such economic activities be-
come the crucial factor of rural economic growth. Simultaneously, the growing number of
actors representing these activities will play an important role in the rural development
process which has opened itself to a broader spectrum of key stakeholders according to
the concept of the new rural paradigm implemented by the OECD.
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