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analysis carried out in this section of the report shows that the concentration of fac-
tors of production (in particular, human capital and funds, both public and private)
in competitive clusters makes it possible to strengthen their competitive advantages
and further deepen regional specialization. Clusters can thus serve as growth poles.
The dynamic growth in the number of cluster initiatives in Poland shows that there
is a great interest in this model of doing business, though most of them are still at the
formative stage of development. Consequently, particularly important are economic
policy measures aimed at supporting clusters in Poland, including efforts to overcome
the reluctance of business partners to work together and a low level of trust between
businesses, which is one of the biggest barriers to the development of clusters.

5.2. Foreign Trade Performance
of Polish Regions
Adam A. Ambrogiak

Foreign trade at the regional level depends on the overall level of regional devel-
opment, the degree of its internationalization and competitiveness, understood as an
ability to compete on international markets. The purpose of this study is to either
prove or invalidate a hypothesis that foreign trade perpetuates existing differences
in the development of Poland’s regions, and that state intervention carried out without
a coherent approach adds to regional disparities.

Investment projects carried out by companies are one of the driving factors behind
a country’s economic development. This is particularly noticeable at the regional level.
Such projects lead to an influx of new technology, facilitate the appropriate use of the
local labor market, and promote ties with suppliers and customers. Experts studying
foreign trade conducted by Poland’s regions point out that the structure of a region’s
exports should be consistent with demand on key export markets targeted by the region’s
businesses; this helps build regional export opportunities and stimulates their future
development (Gawlikowska-Hueckel, Uminski, 2005, p. 15). A key issue, therefore, is
the location of businesses in regions resulting in the sale of goods and services both
domestically and abroad. International integration, including foreign trade carried out
at the state level, has a significant impact on the development of the regions where the
exporting businesses are based.

When it comes to the location theory and the geographic location of economic
activity, A. Weber argues that the main factors determining the location of businesses
are transport and labor costs (Friedrich, 1929, p. 124). According to Weber, industry
is oriented toward raw materials if, in the course of processing, the raw material loses
much of its weight or if the cost of transporting the raw material is higher than the
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cost of transporting the finished product. The main criticism of this concept is that it
substantially simplifies things, primarily by disregarding the role of demand. A. Ldsch
is considered to be a pioneer of research into how the size of the market is important
for the concentration of production; he expanded Weber’s original theory to include
a focus on demand. Losch argued that industrial production is concentrated where
there is a large market, which leads to a concentration of industry. In a large market, it
is possible to generate large-scale sales revenue without creating a monopoly, according
to Losch. This guarantees intense competition, ensures good access to the market and
leads to a reduction in company operating costs (Ldsch, 1961, pp. 80-85; Zieliniska-
Glebocka, 2008, pp. 17-18). G. Myrdal has come up with a different approach to explain
the location decisions of businesses: he argues that a concentration of industry in specific
regions largely depends on the geographical and economic conditions created there
(Myrdal, 1958, pp. 48—49). According to A. Marshall, the location of industry is mainly
determined by important external benefits, especially those related to the geographic
concentration of industry (Marshall, 1962, p. 221). In the context of concentration
of economic activity, E.M. Hoover points out that manufacturers find it worthwhile
to locate their businesses as closely as possible to their suppliers and markets in order
to reduce transportation costs (Hoover, 1962, pp. 124-125).

All these theories clearly highlight the role of business location factors. Due to the
uneven distribution of resources, coupled with the absence of corrective intervention
action by the government, these factors result in regional differences. Government
intervention leads to a change in the market conditions in which businesses function
through an improvement in the attractiveness of regions that were previously less ap-
pealing to potential investors. The result is that businesses target specific locations,
but these areas are often unprepared for such investment projects, in terms of either
manpower or technology and telecommunication and transportation infrastructure.
Sometimes government intervention may even deepen regional disparities. This is
exemplified by what happens in special economic zones in Poland; their operations
are often organized on the basis of suggestions from potential investors, not necessarily
in line with the government’s regional policy (Ambroziak, 2009).

Foreign trade can also contribute to an increase in regional differences. In the case
of well-developed regions, foreign trade can enhance their attractiveness and competi-
tiveness. On the other hand, weaker regions that are not attractive to businesses and are
not among their potential investment destinations benefit less often from opportunities
offered by foreign trade, thereby widening their gap with wealthier regions.

To conduct this analysis of foreign trade at the regional level, we used data on for-
eign trade and the socioeconomic situation of Poland’s 16 provinces since the country’s
entry to the European Union. The data covers the 20042011 period and comes from
the Customs Administration in Warsaw’ and the Central Statistical Office (GUS).

2 The data on trade in goods is based exclusively on information from the so-called SAD documents
and the INTRASTAT declarations. These are the actual data without rounding in the case of businesses ex-
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We also used Economy Ministry data on investment projects carried out in Poland’s
special economic zones as of the end of 2011. It seems that the eight-year period since
Poland’s EU entry is long enough for a preliminary analysis of the trade profile of the
country’s regions.

Regional imports

While analyzing the data on imports by companies located in each province, it is
necessary to keep in mind that, first, these statistics are understated in relation to the
data published by the GUS for Poland as a whole, and second, that they reflect the ac-
tual inflow of and demand for imported goods in specific regions only to a small extent.
Rather, they point to the location of companies engaged in imports, which means that
first of all they reflect the geographic distribution of key importers in Poland.

While keeping these reservations in mind, the data show that Poland’s imports
have grown significantly (Figure 1). This trend, however, was neither as stable nor as
strong as in the case of exports. The average annual growth rate for the imports of
Polish regions during the studied period increased by around 9%, although in 2009
imports were 8 percentage points lower than in 2008. In 2009, all of Poland’s provinces
except for Dolnoglaskie recorded a strong decline in the value of imports, compared
with the previous year.

The period after the economic crisis showed a strong development of trade. The
value of imports started to increase dynamically, by 16%—-17% on average compared
with the previous year. In 2010-2011, fast import growth was recorded in individual
provinces (in Kujawsko-Pomorskie, imports increased by 57% in 2010 over 2009; in Lu-
buskie they grew by 44%; in Podkarpackie, Opolskie, and Warmifisko-Mazurskie by
30%, in Podlaskie by29%, and in DolnoSlgskie by 28%).

empt from the reporting obligation within the required time frame. Due to limited requirements for business-
es to submit registered data, it is impossible to compile a full list of businesses engaged in foreign trade broken
down by region. As a result, the available data are incomplete, and the trade of businesses not assigned to any
region is around 10% for each year. This is due to several reasons.

First, the available foreign trade statistics are composed of two separate systems: INTRASTAT — sys-
tem of statistics of trade with EU countries, and EXTRASTAT — system of statistics of trade with third coun-
tries. These systems, in addition to the fact that they cover various categories of foreign trade statistics, rely
on different data sources. In order to reduce the burden of statistical obligations for businesses operating on
the internal market and required to file declarations, a system of statistical thresholds has been developed de-
fining the levels of annual sales above which declarations must be submitted. The introduction of this thresh-
old has resulted in a reduction in the number of businesses required to submit declarations to around 12% of
all businesses, and their trade in goods in terms of value accounts for about 98% of the total trade in goods
with EU countries.

Second, a significant portion of the trade in goods is handled by foreign companies that only have fis-
cal representatives in Poland. These companies are only assigned a general Tax Identification Number (NIP)
in Poland, and, consequently, their activity cannot be broken down by regions. Third, a separate issue is the
confidentiality of data on foreign trade; businesses can apply to keep their sales data confidential. As a result,
there is no possibility of identifying them and thus of assigning them to a specific region.
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Figure 1
Imports by region, 2004-2011 (in billions of zlotys)
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Source: Own elaboration based on data from the Customs Administration (Izba Celna) in Warsaw.

Regional exports

The data on exports, as opposed to imports, should be subject to a smaller margin of
error when it comes to the share of individual regions in trade (admittedly, there is still
the problem of incomplete data and their lower value compared with the GUS statistics).
In this case, most businesses dealing with the manufacture of specific products look for
export markets on their own, thus becoming not only producers, but also exporters.
In this way, they reduce indirect costs and more quickly identify the expectations of
markets to which they can adapt more efficiently.

A look at Poland’s exports in the 2004—2011 period reveals a steady increase
(Figure 2). The value of goods exported from Poland increased by between 12% and
18% annually on average during the studied period, except in 2008 and 2009, when
the value of Polish sales abroad remained practically unchanged. This means that at
the time of the economic crisis, when most countries worldwide were experiencing
problems and struggled with limited domestic demand, Poland’s regions maintained
their overall exports at their 2007 level in terms of value.

The fastest export growth in year-on-year terms on average was noted in the fol-
lowing provinces: Dolnoslgskie, Lodzkie and Matopolskie (each 13%), Opolskie (12%),
Kujawsko-Pomorskie (11%) and Lubuskie, Mazowieckie, and Swietokrzyskie (each 10%).
Podlaskie fared the worst in this comparison, with an average annual export growth of
6%. However, it is worth noting that during the economic crisis of 2009-2011, exports
grew the fastest in Lodzkie and Malopolskie as well as in regions that were previously
relatively poor performers in this area. In provinces such as Lubelskie, Podkarpackie,
Podlaskie, Pomorskie, and Warminsko-Mazurskie, foreign sales in selected years were
in fact lower than in previous years. This could mean that the break in the overall
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export growth in these regions during the economic crisis enabled them to develop
areas of expertise whose importance in Poland’s overall exports is growing.

Figure 2

The volume of exports by province, 2004-2011 (in billions of zlotys)
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The structure of Poland’s exports by province varies considerably. In 2004, Slaskie
was the largest exporter in absolute terms; its sales abroad accounted for 20.7% of Po-
land’s total exports, followed by Mazowieckie with 17.2%, Wielkopolskie with 12.7%,
Dolnoslgskie with 10.8%, and Pomorskie with 8.5% (Figure 3). Considering that in the
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20042011 period the share of 14 provinces underwent no major change, Slaskie’s
contribution to Poland’s total exports fell by 2.4 percentage points to 18.3% — in favor
of Dolnoslaskie, whose share increased by almost 3 percentage points to 13.6% in 2011.

In order to determine the degree of openness of a regional economy to foreign trade,
we examined the relationship between the value of foreign sales in individual provinces
to the total value of production sold in the 2004-2011 period. The proportion of exports
in the total value of sold industrial production in all 16 provinces increased gradually
over the studied period from 38.1% in 2004 to 41.1% in 2010 (Figure 4). The clear-cut
leaders in this table in 2004 were: Lubuskie (56.1%), Pomorskie (55.5%), Dolnoslaskie
(54.8%), Zachodniopomorskie (50.8%), Wielkopolskie (43.1%), and Slaskie (40.2%).
Opver the years, the following provinces have significantly increased the percentage of
exports in total sales: Dolnoslaskie (to 63.9% in 2010), Zachodniopomorskie (to 56.5%
in 2010), and Wielkopolskie (to 46.0% in 2010).

Figure 4

The value of exports as a percentage of the total value of production sold by Poland’s
provinces in 2004-2010
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Source: As in Figure 1.

Provinces such as Swiqtokrzyskie, Opolskie, Lodzkie, Lubelskie, and Kujawsko-
Pomorskie do not take full advantage of their export opportunities. In these provinces,
the relationship between the value of exports and the total value of production sold
remained at a low level in 20042010, well below the national average. A significant
decrease in the importance of exports as a factor stimulating production was recorded
in Poland in 2008, the first year of the economic crisis, primarily due to a major
decrease in this indicator in Pomorskie (from 52.3% in 2007 to 43.4% in 2008) as
well as in Mazowieckie (from 37.9% to 33.8%), Podkarpackie (from 42.6% to 38.0%),
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and Warminsko-Mazurskie (from 36.8% to 33.0%). In the case of these regions, this
indicator confirmed their stronger dependence on domestic demand than on foreign
demand for goods.

The trends discussed above are confirmed by an analysis of the relationship between
the value of exports and the population of each province (Figure 5).

Figure 5
The value of exports by provinces per capita in 2004-2010 (thousands of zlotys)
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Source: As in Figure 1.

Some interesting conclusions can be reached by analyzing the value of exported
goods in terms of their GDP share. This indicator determines the role of exports
in each region in Poland (Malopolskie Obserwatorium Gospodarki, 2011, p. 15). In
2004-2010, the average share of exports in Poland’s GDP was around 30% (Figure
6). This means that the Polish economy as a whole is to a relatively large extent de-
pendent on foreign sales. The most international-oriented provinces in terms of the
relationship between the value of exports and the GDP at the beginning of the studied
period (i.e. in 2004) were Pomorskie (42.5%), Slaskie (41.7%), Dolnoslaskie (39.0%),
and Wielkopolskie and Lubuskie (each 37.4%). On the other hand, the regions least
oriented toward foreign sales were: Swietokrzyskie (12.7%), Lubelskie (13.0%), Lodzkie
(13.8%), and Podlaskie (17.4%). This classification remained essentially unchanged
throughout the analyzed period, though in some cases, the level of internationalization
through exports has increased. This chiefly applies to Dolnoslgskie, which in 2010
generated exports with a value equal to almost half of its GDP (47.5%), and another
case in point is Lubuskie (44.8%).

Among the provinces which significantly increased their exports in relation to GDP
during the studied period were also Kujawsko-Pomorskie (a rise from 18.8% to 25.6%)
and Opolskie (from 18.4% to 24.6%). A decline in the exports-to-GDP ratio, on the
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other hand, was recorded in the case of Pomorskie (from 42.5% to 33.7%), which is still
among the frontrunners, though with steadily deteriorating results, as well as in the
case of Lubelskie (from 13.0% to 12.8%), Mazowieckie (from 23.4% to 22.5%), and
Podlaskie (from 17.4% to 13.9%).

Figure 6
Value of exports in provinces in relation to GDP in 2004-2010 (%)
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The balance of trade by province

Given the volume of exports and imports in individual provinces, and keeping
in mind the limitations of the data, which exclusively indicates the location of the com-
panies involved in foreign trade, it is possible to assess the role of individual provinces
in Poland’s foreign trade balance (Figure 7).

Throughout the studied period, the trade of individual provinces had a varied impact
on Poland’s overall trade balance. In the early years, a surplus of imports over exports was
recorded in Slaskie (ZL174 billion), Zachodniopomorskie (ZL6.4 billion), Dolnoslaskie
(ZL 4.8 billion), and Podkarpackie (ZL4.0 billion). The largest deficits were recorded
in Mazowieckie (ZL72.9 billion) and Lodzkie (ZL4 billion). In the following years, until
2011, the trade deficit of several regions increased significantly: Mazowieckie’s trade
deficit rose to ZL103.0 billion, Pomorskie’s to ZL14.2 billion, Lodzkie’s to ZL7.3 billion,
and Malopolskie’s to ZL3.5 billion.

The above analysis does not mean that imports by the aforementioned regions were
consumed only in these regions. These provinces, and especially the major urban centers
they include, are particularly attractive to businesses involved in imports. Taking into
account the development of roads in Poland and the possibility of reaching consumers
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nationwide, an optimal location for a company importing goods from abroad is Lodzkie,
which is located in the middle of the country and has freeway infrastructure that is
undergoing further expansion. The Wielkopolskie, Malopolskie and Opolskie regions
are relatively close to Poland’s borders with other EU member states, which facilitates
imports, in particular those from EU markets. The significant increase in imports
to Pomorskie province is due to increased use of the seaports of Gdynia and Gdarsk by
local importers. The high foreign trade deficit of Mazowieckie is in part due to a large
number of companies from the trade services sector registered in the capital, which
benefit from a well-developed and efficient network of administration and financial and
business services. However, businesses importing goods as well as those active in the
storage and distribution of goods imported from abroad often use warehouses located
in less expensive regions. It should also be noted that the group of provinces recording
a surplus of imports over exports has been joined by Kujawsko-Pomorskie (ZL1 billion
in 2011) and Podlaskie (ZL400 million). In these two cases, the growth in imports
has evidently been determined by the poor production performance of these regions,
problems with finding employment, and the fact that many people have been forced
to look for new jobs and often set up their own companies that focused on imports.

Figure 7
The balance of trade by province in 2004-2011 (in billions of zlotys)
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During the studied period, Dolnoslaskie reported a relatively high increase in its
positive foreign trade balance in 2011, compared with 2004, from Z14.8 billion
to ZL17.1 billion. Slaskie improved from ZL17.4 billion to ZL27.7 billion, and Lubuskie

from ZL2.8 billion to ZL5.1 billion. These regions are where companies manufacturing
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goods with a relatively high value and targeting mainly export markets are located,
which leads to an increased surplus of exports over imports.

The geographical structure of exports by province

Poland’s integration with the European Union began with the entry into force of
the commercial part of the Europe Agreement, which led to creation of a free trade
zone for manufactured goods at the end of 2001. Poland’s EU entry required some ad-
ditional adjustments in technical requirements, which slightly changed the terms of
trade in such goods. As far as agri-food products are concerned, a partial and selective
liberalization process took place while Poland was an associate member of the EU,
and once the country joined the bloc, EU markets fully opened to these products. The
advanced process of trade liberalization meant that the EUwas Poland’s main trading
partner from the mid-1990s onward, with a 78%—80% share in the total value of Po-
land’s foreign trade. Similar trends were noted at the regional level. For each province,
the EU was the main external buyer of goods (Figure 8).

Figure 8
The share of the EU in the total exports of Poland’s provinces, 2004-2011 (%)
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Shortly after Poland entered the EU, the highest share of the EU in total goods
exports was noted in Dolnoglaskie (89%), Slaskie (86%), and Lubuskie and Wielkopol-
skie (each 84%). The lowest level of sales to the EU, though also relatively high, was
in Podkarpackie (68%), Mazowieckie (69%), and Lubelskie and Pomorskie (each 70%).

Due to the economic crisis in the European Union, the rate at which sales on the EU
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internal market grew decreased slightly, but the EU’s share in Polish province exports
remained at more or less the same level, with the exception of Pomorskie (where a de-
crease from 66% in 2007 to 57% was noted in 2009) and Swietokrzyskie (from 79%
to 73%). In subsequent years, in nine provinces sales to the EU were lower in relation
to overall exports. Notably, in the case of Pomorskie, the EU’s share in total exports
fell to 55% in 2011 largely due to the province’s specific mix of goods exported and the
fact that its main customers are based outside the European Union.

In terms of the country as a whole, the geographic structure of the provinces’
foreign trade is not very diversified. Poland, as a member of the EU, is strengthen-
ing its economic ties with other countries in the bloc, through specialization in both
inter- and intra-industry trade. However, the dependence of the country as a whole
on what happens on its main export markets may not be the best option, especially
given the troubled situation and the economic and financial problems in the eurozone.
Consequently, finding more non-European export markets should increase the security
of industry in Poland’s provinces.

In order to more precisely determine the level of Polish provinces’ ties with the
European Union, we calculated the so-called revealed comparative advantage indices.’
For this purpose, we examined the relation between a region’s share in Poland’s exports
to other EU countries and the region’s share in Poland’s overall exports (Table 4). An
analysis of the data on the revealed comparative advantage shows a correlation between
the location of a region and the intensity of its export ties with Poland’s closest and
largest trading partners.

Table 4

The revealed comparative advantage of Poland’s regions in exports to EU member
states in relation to the regions’ overall exports

2004 | 2005 | 2006 | 2007 | 2008 | 2009 | 2010 | 2011
Dolnog¢laskie 1.13 1.14 1.13 1.12 1.11 1.10 1.09 1.08
Kujawsko-Pomorskie 0.96 0.99 0.97 1.02 1.05 1.01 1.02 1.00
Lubelskie 0.89 0.88 0.94 0.92 0.92 0.87 0.88 0.93
Lubuskie 1.06 1.06 1.03 1.05 1.08 L.11 1.10 1.10

3 The revealed comparative advantage index is the most widely used instrument to measure a country’s
competitive position in the international trade of goods. The concept of the revealed comparative advantage
involves a search for product groups in exports where a country has a particularly strong position in compari-
son to its overall exports worldwide. The index has been used to estimate the position of Poland’s provinces
in trade with the EU by researchers including K. Gawlikowska-Heuckel and S. Uminiski, Handel Zagranicz-
ny Malopolski 2008 (The Foreign Trade of Malopolska Province in 2008), Urzad Marszatkowski Wojewddzt-
wa Malopolskiego, Krakéw 2009. The revealed comparative advantage index for a specific region in exports
to a given market compared with other regions, was calculated using the following formula: RCA = PLk/PL’ where
Wk is the value of exports from a given province to market k, W is the value of exports of a given region, PLk
is the value of Poland’s overall exports to market k, and PL is the value of Poland’s total exports.
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2004 | 2005 | 2006 | 2007 | 2008 | 2009 | 2010 | 2011
Lodzkie 0.96 0.95 0.93 0.98 0.97 0.99 0.98 0.99
Malopolskie 0.97 1.02 1.01 1.02 0.97 1.03 1.04 1.02
Mazowieckie 0.88 0.90 091 091 092 092 0.94 0.96
Opolskie 1.11 1.10 1.10 1.08 1.10 1.07 1.07 1.03
Podkarpackie 0.87 0.87 0.85 0.85 0.87 0.84 0.83 0.85
Podlaskie 0.93 0.92 0.87 0.85 0.81 0.86 0.81 0.86
Pomorskie 0.89 0.78 0.83 0.82 0.81 0.71 0.74 0.70
Slaskie 1.09 1.10 1.09 1.08 1.07 1.09 1.07 1.08
Swietokrzyskie 0.92 0.95 1.00 0.99 0.96 0.92 0.95 1.03
Warminsko-Mazurskie 1.02 1.03 1.01 0.99 1.02 1.01 0.97 1.02
Wielkopolskie 1.06 1.05 1.04 1.04 1.04 1.06 1.05 1.05
Zachodniopomorskie 0.97 1.00 1.00 0.99 0.99 0.94 0.97 0.97

Note:
An index equal to or exceeding 1 means a comparative advantage in trade with the EU

Source: Own elaboration based on data from the Customs Administration (Izba Celna) in Warsaw.

Analyzed data for the 2004-2011 period show that the provinces most strongly
oriented toward exports to EU member countries are Dolnoglaskie, Kujawsko-Pomorskie,
Lubuskie, Matopolskie, Slaskie, and Wielkopolskie. Not surprisingly, this means that
the group of regions in which the EU has a strong share in overall province exports
mainly included provinces in western Poland.

On the other hand, some provinces, especially those located in the eastern part of
Poland, have much greater exports to the Commonwealth of Independent States (Table 5).
These include Podlaskie, Podkarpackie, Lubelskie, Mazowieckie, Kujawsko-Pomorskie,
Eodzkie, Swietokrzyskie and, intermittently, Malopolskie. It should be noted, however,
that since Poland joined the EU, the revealed comparative advantage index in exports
to CIS countries has gradually decreased for all of these regions. This means that the
share of exports to countries beyond Poland’s eastern border, though still significant,
is falling in these regions, which is further proof of the strong pro-EU trend in the
exports of Poland’s regions.

The study also revealed a comparative advantage of two provinces, Pomorskie
and Zachodniopomorskie, in exports to EFTA countries in relation to overall exports
(Table 6). The indices for these two provinces are significant, compared with other
provinces. This is mainly due to the specific features of the shipbuilding industry goods
produced and offered by these two provinces.
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Table 5

The revealed comparative advantage of Poland’s regions in exports to the CIS

in relation to the regions’ overall exports

2004 | 2005 | 2006 | 2007 | 2008 | 2009 | 2010 | 2011

Dolnog¢laskie 0.31 0.35 0.36 043 0.48 0.43 0.44 0.43
Kujawsko-Pomorskie 1.50 1.40 1.45 1.14 1.01 1.24 1.08 1.22
Lubelskie 2.11 1.95 1.78 1.70 1.81 2.61 2.22 1.76
Lubuskie 091 1.08 1.23 1.16 0.98 0.85 0.91 0.93
Lodzkie 1.85 1.75 1.69 1.47 1.51 1.69 1.67 1.59
Matopolskie 1.39 1.02 0.81 0.79 1.15 1.04 0.98 1.06
Mazowieckie 2.08 1.91 1.83 1.82 1.64 1.76 1.72 1.58
Opolskie 0.57 0.58 0.67 0.54 0.58 0.52 0.49 0.46
Podkarpackie 2.03 1.91 1.86 1.95 1.79 2.01 1.79 1.64
Podlaskie 247 2.67 291 2.74 291 341 3.63 2.94
Pomorskie 0.54 0.57 0.55 0.60 0.58 0.85 0.69 0.85
Slqskie 0.33 0.37 0.50 0.57 0.71 0.43 0.58 0.70
Swietokrzyskie 1.31 1.40 1.31 1.33 142 1.50 1.44 1.34
Warminsko-Mazurskie 0.87 0.87 0.90 0.88 0.99 1.03 092 0.96
Wielkopolskie 0.66 0.74 0.76 0.82 0.81 0.71 0.80 0.79
Zachodniopomorskie 0.43 0.50 0.49 0.52 0.47 0.55 0.46 0.63

Note:

An index equal to or exceeding 1 means a comparative advantage in trade with the CIS

Source: Own elaboration based on data from the Customs Administration (Izba Celna) in Warsaw.

Table 6

The revealed comparative advantage of Poland’s regions in exports to EFTA countries

in relation to the regions’ overall exports

2004 | 2005 | 2006 | 2007 | 2008 | 2009 | 2010 | 2011
Dolnoslaskie 0.50 0.51 0.56 0.44 0.42 0.53 0.69 0.52
Kujawsko-Pomorskie 0.76 0.73 0.83 0.86 0.84 0.70 0.71 0.54
Lubelskie 0.31 0.32 0.31 0.35 0.35 0.37 0.37 0.28
Lubuskie 0.43 0.38 0.61 0.65 0.60 0.49 0.60 0.46
Lodzkie 0.61 0.63 0.66 0.78 1.23 0.70 0.66 0.46
Matopolskie 0.68 0.46 0.41 0.44 0.40 0.42 0.40 0.41
Mazowieckie 0.50 0.36 0.44 0.48 0.55 0.50 0.55 0.57
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2004 | 2005 | 2006 | 2007 | 2008 | 2009 | 2010 | 2011
Opolskie 0.59 0.61 0.68 0.74 0.66 0.60 0.42 0.33
Podkarpackie 0.35 0.38 042 0.58 0.62 0.59 0.53 0.36
Podlaskie 0.50 0.50 0.60 0.74 0.86 0.56 0.76 0.75
Pomorskie 4.87 5.83 5.22 5.10 5.11 5.71 4.95 6.45
Slagskie 0.41 0.38 0.41 0.40 0.56 042 0.52 0.37
Swietokrzyskie 0.95 0.83 0.65 0.55 0.75 0.53 0.74 0.81
Warmirisko-Mazurskie 1.21 0.94 091 0.82 0.84 0.84 1.04 0.64
Wielkopolskie 0.73 0.71 0.75 0.83 0.86 0.85 0.98 0.88
Zachodniopomorskie 2.67 2.75 3.24 2.96 2.18 3.18 2.80 1.55
Note:
An index equal to or exceeding 1 means a comparative advantage in trade with EFTA
countries

Source: Own elaboration based on data from the Customs Administration (Izba Celna) in Warsaw.

The findings confirm the conclusions of some previous reports on regional trade
to the effect that “it is possible to see a general rule whereby mainly regions in western
Poland have highly intensive ties with EU15 countries. This appears to confirm a hy-
pothesis known from the theory of trade that regions ‘tend toward’ sales markets that

are the closest to them”. (Gawlikowska-Hueckel, Uminski, 2009, p. 64).

The commodity pattern of exports by province

While analyzing the commodity structure of exports of Poland’s provinces, it is
necessary to keep in mind that commercial intermediaries play a significant role among
entities involved in foreign trade. This fact did not matter in the analysis of the overall
exports of individual provinces. However, the following detailed analysis of exports by
commodity groups will be limited to groups of goods offered in each category covered
by the Polish Classification of Activities (PKD) along with directly related services,
while excluding other services, among them retail and wholesale trade services.

An important gauge of the foreign trade performance of Poland’s provinces and
the country as a whole is the structure of products offered in exports. To analyze the
commodity structure of exports, we used an OECD classification that makes it pos-
sible to determine the technological advancement of sectors involved in trade at the
international level. This classification divides manufacturing industries according to the
share of advanced technology in the production process, dividing sectors into high-,
medium-high, medium-low and low-technology ones.

This analysis of the structure of exports of Polish regions makes it possible
to evaluate their involvement in the exports of individual products, as well as their
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specialization in offering goods from high-, medium-high, medium-low and low-
technology industries.

In order to determine the export profile of Polish regions, we calculated the revealed
comparative advantage indices. The commodity pattern of exports is taken to reflect
the differences in the relative costs of production as well as in non-cost factors and it
is also assumed that this pattern reveals the advantages of specific exporters in sales
abroad. A revealed comparative advantage (RCA) index greater than 1 means that
the share of a given province in the exports of a particular group of products is larger
than this sector’s share in Poland’s overall exports. This appears to testify to the
comparative advantages of the region in exporting products from a given sector. The
index measures the intensity of the export specialization of a given region in relation
to Poland as a whole. When the index refers to countries from a given part of the world
or the world as a whole, such an interpretation could not be entirely correct, because
any changes in the indicator could result from not only varying productivity, but also
from changes caused by an export stimulation policy. However, when it comes to the
situation of provinces, the exports of all of them are treated in the same way if instru-
ments for supporting sales abroad are applied at the national level.

The revealed comparative advantage (RCA) index measures more than just
the comparative advantage according to an approach developed by British political
economist David Ricardo. A change in the relative proportion of exports may also
be due to a change in the position of companies active in the sector; such a change
can be achieved through an improved operating efficiency, cost optimization or the
adoption of a better strategy. These factors are particularly important in sectors with
a small number of competing firms (Postuszny, Portal gospodarczy: finanse.wnp.pl; ac-
cessed Feb. 5, 2013). Another case in point are those Polish regions which are home
to special economic zones (Ambroziak, 2009). Consequently, in addition to the RCA
for the exports of specific industries in 2011,* we also examined the relative intensity
of the cumulative investment of a specific sector in special economic zones in a given
region for that same year. For this purpose, we established the relation between a given
sector’s share in total SEZ investment in a given region and this sector’s share in total
SEZ investment nationwide (Table 7).

Between 2004 and 2011 no radical qualitative change occurred in Poland’s exports
(Figures 9 and 10). While the export performance of some regions changed, others
maintained their previous position. The main contributing factors are Poland’s eight
years of EU membership with all its consequences, such as functioning on the EU
internal market and the use of a common commercial policy toward third countries,
combined with the development of regions resulting from the allocation of European

4 The revealed comparative advantage index of a given province in exporting goods and services from
industry i, compared with the position of the remaining provinces in exporting goods and services from the
same industry, was calculated according to the following formula: RCA | where Wi is the value of goods and
services exported from industry i in a given province, W is the value of exports of a given province, PLi is the
value of exports of industry i across Poland, and PL is the value of Poland’s exports.
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funds. Other factors have included the symptoms of an economic crisis in Poland and
changes in the attractiveness of individual regions to both domestic and foreign investors.

Figure 9

The structure of Poland’s exports in the 2004-2011 period by level of technology
(in billions of zlotys)
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Note: LT — low-tech industries, MLT — medium-low-tech industries, MHT — medium-high-tech industries, HT
— high-tech industries, UNC — unclassified.

Source: As in Figure 1 and Eurostat: Glossary: High-tech; High-technology aggregations based on SITC Rev. 4,
http://epp.eurostat.ec.europa.eu/statistics_explained/index.php/Glossary:High-tech

The proportion of high-tech industry exports has increased steadily, from 4.1%
in 2004 to 6.8% in 2011 (Figure 9). It should be stressed, however, that during the
crisis, the figure reached 9.6% in 2009 and 9.1% in 2010. At the beginning of the pe-
riod, among the provinces that led the way in the exportation of such products were
Pomorskie (46.3% of total high-tech industry exports in 2004) and Mazowieckie (30%
in 2004 and 48% in 2005-2006). In the following years, with an evident acceleration
in regional development and new foreign investment projects, the role of these re-
gions in the export of high-tech industry products decreased in favor of Dolnoslaskie,
Wielkopolskie, Matopolskie and Kujawsko-Pomorskie; the contribution of these prov-
inces rose significantly. Dolnoslgskie noted a 25-fold rise to 25% in 2011; Wielkopolskie
reported a more than twofold rise to 12%; Malopolskie improved threefold to 10%j; and
Kujawsko-Pomorskie rose to 10% in 2010, followed by a fall to 5.2% in 2011 (Figure 11).

Among high-tech industry products, from the point of view of Poland as a whole,
the most important were goods from the electronic, optical and computer industry, with
a share ranging from 7.0% in 2009 to 4.6% in 2011. Almost all of these regions (with
the exception of Wielkopolskie) had a relatively high revealed comparative advantage
index in relation to other regions, as well as a relatively high intensity of SEZ invest-
ment in the sector. This demonstrates the positive effect SEZs have on improving the
structure of production and exports of regions in favor of new technology.
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Figure 10

The structure of Poland’s exports in the 2004-2011 period by PKD sectors
accounting for more than 4% of total annual exports in any of the years
in the 2004-2011 period
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Source: As in Figure 1.

Specialized pharmaceutical industry products accounted for just over 1% of Poland’s
total exports in 2010, followed by 0.9% in 2011. A definite comparative advantage
in the trade of such products in 2011 was found in Lodzkie (1.17), Pomorskie (1.32)
and Wielkopolskie (5.10). At the same time, these three regions had the intensity of
SEZ investment in the specialized pharmaceutical industry, at 1.59, 3.55 and 1.34 re-
spectively. Thus, despite the relatively small role of pharmaceuticals in these regions’
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exports, their comparative advantage in relation
SEZ investment strengthens it further.

Figure 11

to other regions is significant, and

The structure of exports in selected Polish provinces, 2004-2011
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wielkopolskie
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Left graph: PKD sectors accounting for more than 10% of a region’s total exports in any of the years in the
2004-2011 period; PKD 2007 Polish Classification of Activities — see note for Figure 10.

Right graph: LT — low-tech industries, MLT — medium-low-tech industries, MHT — medium-high-tech indus-
tries, HT — high-tech industries, UNC — unclassified.

Source: As in Figure 1.

In 2004-2011, exports of products from medium-high technology industries remained
at a relatively constant level, within 41.3%—-42.7% of Poland’s total exports. The fol-
lowing provinces contributed the most to this result: Slaskie province (28.5% of the
total exports of medium-high tech industry products in 2011), Wielkopolskie (16.4%),
Dolnoslaskie (15%), and Mazowieckie (11.2%) (Figure 11). During the studied period,
this structure remained basically unchanged. Slaskie was the only province to join the
list of regions previously leading the charge in exporting high-tech industry products.
Other regions developed at a similar pace, especially in those manufacturing and export
sectors that benefited from investment made prior to Poland’s EU entry.

Among products from medium high-tech industries, motor vehicles, trailers and
semitrailers dominated, as well as components and parts for the automotive industry,
accounting for 18.4%-19.6% of Poland’s total exports. And despite the economic
crisis and decreased demand for cars in the initial stage of the crisis, these exports
maintained their position, primarily thanks to incentives for customers used by some
EU countries in the form of old car scrapping programs and subsidies for the purchase
of new cars. As a result, in 20042011, there was a relatively high proportion of motor
vehicles and their parts and components in the exports of individual regions, ranging
from 24% to 35% in Dolno§laskie, 14.9-21.7% in Lubuskie, 3.6%-14.9% in Malopolskie,
7.2%-15.5% in Podkarpackie, and 24.8%-33.8% in Wielkopolskie, to 41.4%-50.5%
in Slaskie) (Figure 12). In the case of cars, a revealed comparative advantage was
noted in the exportation of cars from Dolnoslaskie (1.43) and Slaskie (2.45) regions,
where the intensity of SEZ investment in the automotive sector is slightly higher.
However, despite the existence of SEZ businesses in the automotive sector, the RCA
index for Malopolskie and Podkarpackie did not exceed 1. This does not mean this
industry is unimportant in these regions, but that they are definitely not among the
leaders in comparison with other Polish regions. It should also be noted that, in the
case of Lodzkie and Wielkopolskie, the RCA indices were 1.35 and 1.45 respectively,
with a relatively lower level of SEZ investment in the automotive industry. This shows
that the value of exports is much higher than the value of SEZ investment, testifying
to high usage of the existing production capacity. Still, the success or disadvantage of



270 Chapter 5. The Competitive Position of Polish Regions in the EU

each of these regions in exports is most often determined not by a well-developed and
stable automotive industry, with many production facilities, but by individual investors
(e.g. those active in Wielkopolskie and Podkarpackie provinces).

Figure 12

The structure of exports in selected Polish provinces, 2004-2011
(in billions of zlotys and %)
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Left graph: PKD sectors accounting for more than 10% of a region’s total exports in any of the years in the
2004-2011 period; PKD 2007 Polish Classification of Activities — see note for Figure 10.

Right graph: LT — low-tech industries, MLT — medium-low-tech industries, MHT — medium-high-tech indus-
tries, HT — high-tech industries, UNC — unclassified.

Source: As in Figure 1.

The group of products from medium high-tech industries with a relatively high
share in Poland’s total exports also includes chemicals and chemical products (up by
1.2 percentage points to 4.6% in 2011 compared with 2004) as well as products from
the “manufacture of electrical equipment” sector (up by 1.5 percentage points to 5.5%
in 2011). Chemicals and chemical products play a special role in the exports of Lubelskie
(18.6% of the region’s total exports in 2011), Opolskie (17.6%), and Matopolskie (10.4%)
(see Figure 13). In addition to these three regions, a high revealed comparative advan-
tage was also noted in Zachodniopomorskie, Kujawsko-Pomorskie, and Mazowieckie. In
the case of Lubelskie, the intensity of SEZ investment in the “chemicals and chemical
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products” sector reached an unusually high level of 10.28. In the case of other provinces
exporting chemicals and chemical products, it is difficult to find a clear link between
exports and SEZ investment. In these provinces, production and sales on the domestic
and foreign markets appear to be highly diversified.

As far as electrical equipment is concerned, it is slightly more prominent in the
exports of Lodzkie (17.5%), Opolskie (11.2%), and Wielkopolskie (10.9%) (see Figure 13).
These regions also have the greatest revealed competitive advantage in relation to other
regions in Poland. Moreover, in these regions there is no SEZ investment in the pro-
duction of electrical equipment, which means that the efficiency and international
competitiveness of regions in this industry is mainly due to endogenous factors rather
than external support from the state.

Figure 13

The structure of exports in selected Polish provinces, 2004-2011
(in billions of zlotys and %)
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Left graph: PKD sectors accounting for more than 10% of a region’s total exports in any of the years in the
2004-2011 period; PKD 2007 Polish Classification of Activities — see note for Figure 10.

Right graph: LT — low-tech industries, MLT — medium-low-tech industries, MHT — medium-high-tech indus-
tries, HT — high-tech industries, UNC — unclassified.

Source: As in Figure 1.
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Notably, there is a negative trend in the structure of exports by Polish regions reflected
by a small fall in the role of medium-low technology industries in total exports (from
51.1% in 2004 to 47.1% in 2011) in favor of an increased role of low-tech industries. The
exporters with the greatest comparative advantages in the exports of low-value added
agricultural products are Zachodniopomorskie (RCA = 4.17), Wielkopolskie (3.30),
Lubelskie (2.48), Lubuskie (1.61) and Warminsko-Mazurskie (1.58). In the fish sector,
Zachodniopomorskie (10.40) and Pomorskie (5.63) top the list.

As for medium low-tech industries, the main representatives of this category of
products in Poland’s exports were food industry goods, which recorded a significant
increase from 4.9% in 2004 to 7.1% in 2011. However, this relatively high increase did
not offset a decline in the position of beverages and tobacco products, clothing, leather
and leather products and wood, furniture and metals. It is also difficult to grasp the
relationship between SEZ investment in the food industry and the revealed comparative
advantages of regions in exporting food industry products.

The aforementioned decline in the position of medium low-tech industries was no-
ticeable during the economic crisis of 2008—2010, when the position of low-technology
industry goods, including raw materials and no-value-added agri-food products, increased
by 1.5 percentage points to 4.9% in 2011. This was mainly due to a higher share of
exports from the “metal ore mining” sector (the share increased from 1.9% in 2004
to 3.3% of Poland’s total exports in 2011). The increase was the most strongly influenced
by increased exports of metal (copper) ores in the Dolnoslgskie region, both in rela-
tive terms and in absolute terms, from 72.4% in 2004 to 84% (with an RCA of 7.34).
Another contributing factor was that Slaskie maintained its 5% contribution to the
exports of low-technology industry goods, specifically coal and coke (RCA = 5.45) (see
Figure 14). The group of provinces exporting natural resources also includes Wielkopol-
skie, which does not take advantage of its high revealed comparative advantage in oil
and gas exports (RCA = 8.09), settling for a less than 1% share of these products in the
region’s overall exports.

Among Poland’s provinces, alongside those that specialize in exporting specific high
or medium low-technology products as well as attractive raw materials (coal, copper),
are also those regions that, on account of their exports, should be classified among
exporters of low or possibly medium low-technology products. This applies to Podlaskie,
Swietokrzyskie, Warmirisko-Mazurskie, and Zachodniopomorskie provinces. In the
case of Podlaskie and Zachodniopomorskie, products from the agri-food processing
sector account for a significant portion of their exports (26.5% and 17.7% respectively);
in Zachodniopomorskie, furniture exports also figure prominently (at 23.8%). Notably,
Pomorskie, in comparison with other provinces, also has a revealed comparative ad-
vantage in exporting wood and cork products (4.19), as well as machinery (2.49) and
electrical equipment (1.74).

In Swietokrzyskie, metals are still the most important export item (22.1% in 2011),
in addition to machines and equipment and other non-metallic mineral products, which,
with a revealed comparative advantage for the exports of these goods, shows that the
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region takes advantage of its economic potential. Warminsko-Mazurskie’s exports are
chiefly based on rubber and plastic products (39.6%) as well as furniture (16.4%), which
means those goods in which the region achieved the highest RCA indices (7.22 and

4.86 respectively).

Figure 14
The structure of exports in Polish provinces, 2004-2011 (in billions of zlotys and %)
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Left graph: PKD sectors accounting for more than 10% of a region’s total exports in any of the years in the
2004-2011 period; PKD 2007 Polish Classification of Activities — see note for Figure 10.

Right graph: LT — low-tech industries, MLT — medium-low-tech industries, MHT — medium-high-tech indus-
tries, HT — high-tech industries, UNC — unclassified.

Source: As in Figure 1.
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Summary

The above analysis confirms the hypothesis that foreign trade reinforces the existing
differences in the development of Poland’s regions, and an inconsistent state interven-
tion policy adds to this trend.

Based on the study, it is possible to formulate several conclusions about Polish
provinces’ trade ties with abroad.

First, the most developed regions in western Poland as well as some northern and
southern regions had the largest share in Poland’s overall exports, in both absolute and
relative terms, in relation to sold production as well as gross domestic product. This
confirms the rule that the more developed a region is, the more open it is and the more
involved it is in foreign trade, thus contributing to the country’s economic growth. At
the same time, weaker regions are far less focused on foreign trade, which aggravates
their already difficult situation in terms of development.

Second, the study showed that, in terms of foreign trade, Poland’s regions generally
tend toward export markets that are geographically close, which positively validates
some theories on the location of investment projects. Our study also confirms the re-
sults of previous studies conducted in this area (Gawlikowska-Hueckel Uminski, 2005,
p. 76; Gawlikowska-Hueckel Uminski, 2008, p. 57; Gawlikowska-Hueckel Uminski,
2009, p. 63). Despite Poland’s eight years as an EU member, foreign investors focus-
ing on selling their goods on the EU internal market still do not perceive Poland as
a homogenous, stable country with considerable demand potential and locate their
investment projects close to the border with Germany or the Czech Republic. Provinces
in northern Poland, in turn, have closer ties with Norway, which is part of the EFTA,
and provinces in eastern Poland have ties with the Commonwealth of Independent
States, mainly Russia and Ukraine.

Third, the export orientation of Polish provinces has its justification in the struc-
ture of goods sold abroad, based on a number of relationships. More affluent regions,
better prepared for modern investment projects and having a labor force that is better
qualified and better suited to meet the expectations of future employers, as well as
having ties with science and research centers, offer products from high and medium
high-technology industries. These goods attract buyers mainly in EU and EFTA coun-
tries, which has enabled these regions to specialize in exports to markets within the
European Economic Area.

Less developed regions, on the other hand, whose industry is based on raw materi-
als and agricultural products, offer products mainly for the domestic market, becoming
—in the case of some products — a provider of simple components for manufacturers
in other Polish regions. Due to the relatively small openness and low level of interna-
tionalization of these regions, the main foreign buyers of their goods are members of
the Commonwealth of Independent States, as a result of which manufacturers in these
regions are not forced to embrace technological change. It seems that provinces in east-
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ern Poland should be increasingly attractive not only because of their cheaper labor,
but also because of the improving qualifications of local employees, mainly thanks
to training programs financed from European Union funds. Also, much of the transport
infrastructure has been upgraded with EU funds, which should encourage investors and
prospective exporters to seek investment opportunities in the less affluent eastern Polish
provinces that have been largely bypassed by investors so far. However, the existing trade
ties will not change the existing specialization of Poland’s provinces: these ties reinforce
the positive trends in the development of high-tech production in richer regions that
export their products to EU and EFTA countries, while not providing any incentives
or imposing changes in production in weaker regions that focus on exports to the CIS.

Fourth, it seems that a certain incentive to alter the specialization of the poorer
regions and, consequently, the structure of their exports, could be state aid granted
both from European funds and as part of special economic zones, especially as poorer
regions with lower GDP per capita can obtain more support. However, the problem
is that it is often investors themselves who decide where subzones of SEZs should be
created, in line with the principle of agglomeration and the tenets of P. Krugman’s
new economic geography theory; as a result, new technologies are coming to wealthy
provinces. Some high-tech investment projects can also be found in the eastern part of
Poland, but these are isolated cases. In such situations, the investor can monopolize the
local labor market, which could have serious social consequences for the region. It can
therefore be argued that state aid offered to regions in Poland is ineffective in terms of
changing the structure and direction of exports and is not producing the expected results.

In summary, the analysis shows that international trade is an important factor influ-
encing the competitiveness and attractiveness of Poland’s provinces. State intervention,
including in the form of special economic zones, has clearly failed to reduce regional
disparities and improve conditions for international trade, particularly in eastern Polish
regions, as seen in Table 7.
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A comparison of the revealed comparative advantage indices of Poland’s provinces in exports and the intensity of SEZ
investment in selected industries in 2011
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