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ABSTRACT. The study aimed to assess the investment potential of the rural communes of Wielkopol-
ska Province in 2009-2017 and compare it with other administrative types of communes. Additionally,
among all the rural communes a separate group located in the Metropolitan Area of Poznan (MAP) was
distinguished. The study drew on data from the Local Data Bank maintained by the Central Statistical
Office and on the database of indicators assessing the financial condition of local administrative units
published by the Ministry of Finance. Descriptive statistics were used to compare the level of investment
potential between communes, and dynamic statistics to measure changes in the phenomenon over time.
An attempt was also made to assess the relationship between the investment potential of communes
and the actual level of their investment expenditures. The investment potential of the Wielkopolska
Province was found highest among rural communes of the Metropolitan Area of Poznan, which inflated
its average levels for all rural communes. The observed course of potential — its decline up until 2013
and subsequent growth — was related to EU budget perspectives 2007-2013 and 2014-2020. Moreover,
the relationship between investment potential and investment expenditures was statistically significant
only in urban and metropolitan rural communes.

INTRODUCTION

Communes, level 2 local administrative units (LAU-2), carry out the widest range of
public tasks, both securing the essential needs of local communities and fostering their
development. As Janina Kotlinska [2012] emphasizes in her research, the scope of these
tasks has constantly been expanding since the reactivation of local government at the
LAU-2 level in 1990. Communes are primarily concerned with essential tasks related
to the provision and operation of public goods and services. They also strive to improve
both the quality of services and access afforded to their residents. Beyond that, it is also
the responsibility of communes to foster local development in all its forms and dimen-
sions. Local governments possess a singular advantage to correctly identify obstacles to
the further growth of their communities, analyze their social and economic problems,
and take appropriate measures to resolve problems and overcome obstacles [cf. Katota
2011, Zawora 2015].
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The discharge of local government’s responsibilities is predicated on securing sources
of their financing. The legislator specifies the scope of various tasks performed by a
commune and assigns them varying degrees of obligation. They can be broadly divided
into own tasks of the local government and tasks commissioned by the legislator. A com-
mune’s income structure and the power of its government to shape it should be regulated
accordingly [Jastrzebska 2012, p. 106].

Ewa Gubernat-Ulatowski [2016] notes that local economic growth mainly depends on
a commune’s own assets, but also on the local government’s access to sources of external
financing. Anna Katota [2012] mentions that communes often carry out infrastructure
projects that are of great importance for their development: road, sewage, water or public
utility constructions. Due to the high costs of these investments, communes supplement
construction funds with money from external sources, such as loans, credits, or EU funds.

The income structure defines a commune’s capabilities to invest and foster local entre-
preneurship, increase productivity and maintain a competitive edge, and finally — to promote
development and improve the quality of life. Consequently, the primary factor that ultimately
affects the welfare of the community is its investment potential [cf. Kotlinska 2012, Zawora
2015, Wyszkowska 2019]. As highlighted by Dorota Wyszkowska [2019], there is no uni-
form definition of investment potential, though most studies point to the operating surplus
as its basic component [Swianiewicz 2008, Surowka 2014, Dylewski 2017, Zawora 2018].

This study aimed to assess the investment potential of the rural communes of Wielkopolska
Province in 2009-2017 and compare it with other administrative types of communes. The
levels and changes in potential were assessed, and particular attention was paid to communes
located in the Metropolitan Area of Poznan (MAP). This special consideration was owed to
their residential and service-oriented character that stood out against typical rural communes
outside of the MAP. Also, an attempt was made to assess the relationship between investment
potential and the actual level of a communes’ investment expenditure (investment activity).

RESEARCH SOURCES AND METHODS

The study drew on data from the Local Data Bank (LDB) maintained by the Central
Statistical Office and on the financial indicators of local administrative units published by the
Ministry of Finance. The research spanned from 2009 to 2017 and highlighted the rural com-
munes of Wielkopolska Province, which totaled 117 in 2009 (roughly half of all communes
in that province). That number decreased, in 2017, by four (communes of Dobrzyca, Chocz,
Jaraczewo and Opatowek) as they changed their administrative status from rural to urban-rural.

The analysis made a distinction between metropolitan (located in MAP) and other
rural communes. It followed previous research on functional types of rural communes
in the Wielkopolska Province [Wotoszyn et al. 2016] and on transformations of their
demographic and social makeup [Stanistawska, Gtowicka-Wotoszyn 2017]. Both studies
described how metropolitan communes had lost its agricultural character due to intense
suburbanization, a phenomenon that involved an increasing share of the population
working in services and industry and growing economic activity. These communes also
proved to achieve the highest income potential of all Wielkopolska Province communes
[Gtowicka-Wotoszyn et al. 2018].
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The research subject was investment potential. The study adopted a definition of own
investment potential, first introduced by Teresa Lubinska et al. [2007, p. 81]. It was described
as budgetary revenue that remains after covering mandatory obligations: current expenses,
the repayment of loans and credit installments as well as the redemption of issued bonds.
Following Teresa Lubinska et al. [2007, pp. 80-81], the study distinguishes three levels
of the communes’ own investment potential illustrated in Figure 1:

— first-degree — current revenue net of transfer payments, such as current expenses and
debt repayment;

— second-degree — 1*-degree own investment potential augmented by (transitory) prop-
erty income;

— third-degree — 2™-degree own investment potential supplemented by funds from ex-
ternal sources, e.g. the EU.

To account for inflation, the nominal values of investment potential were adjusted by
annual inflation rates [GUS 2017] and presented in constant 2017 values.

In order to identify the link between investment potential in a given year and invest-
ment expenditure in the subsequent year, Pearson’s linear correlation coefficients were
determined and their statistical significance examined.
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RESULTS

First-degree investment potential among all province communes, defined as operating
surplus minus annual debt repayment, shrank considerably between 2009 and 2013 (from
190.8 PLN/per capita to 28.9 PLN/per capita), but then grew to reach an even higher than
initial value (293.2 PLN/per capita in 2017) (Figure 2). The picture for urban-rural communes
was similar to that of all province communes. In rural communes however, both the 2009-
2013 drop and the 2013-2017 growth were even more acute, since the potential’s initial and
final high levels peaked 45% and 25% higher than in the overall case, while the 2013 low
was almost the same. The lowest level of first-degree potential and its most adverse changes
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Figure 2. First-, second- and third-degree investment potential by administrative types of
Wielkopolska province communes in 2009-2017

Source: own elaboration based on data from the Ministry of Finance and Local Data Bank
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were observed for urban communes. Here, the drop that had already begun in 2010 was
120% — reached a negative level of PLN -34.2 per capita — and trended around zero until
2014. Moreover, the 2017 recovery level was still 19% lower than the initial 2009 value.

Second-degree investment potential — obtained by augmenting the first-degree by transi-
tory property income — was characterized by a similar course, though with a gentler decline
in 2009-2013 (Figure 2). The sale of assets helped urban communes maintain their potential
at a positive level. Property income from the sale augmented the 2017 second-degree in-
vestment potential of all Wielkopolska Province communes by 17%. The respective figure
for rural communes (with the highest potential) was only 11%, for urban-rural communes
17%, and for urban communes (with the lowest potential) a substantial 47% (Figure 1).

Building sizable second-degree potential makes communes eligible to apply for EU funds
and thereby increase their investment potential even further. Accounting for income from
other sources, most notably EU funds, gives a picture of third-degree investment potential
that differs from the previous two. Mainly due to EU funds, third-degree potential during
its first peak in 2011 was roughly 2.5 times higher than the second-degree. In 2017, it was
only 14-16% higher, except for urban communes where the figure was 22% (Figure 2).

The application for EU funds also explains the evolution of investment potential in
2009-2017. This is because the period straddles two EU budget perspectives: 2007-2013
and 2014-2020. Therefore, the lowest levels of operating surplus, and thus the lowest levels
of the potential coincide with 2013 — the last year of the EU 2007-2013 perspective, when
communes were in the height of the investment phase. Only from 2014 onwards would they
resume surplus accumulation to qualify for funds from the next 2014-2020 perspective.

Throughout the study period, the highest investment potential of all commune types
was recorded in rural communes and this was equally true for the 1st-, 2nd- and 3rd-degree
(Figure 2). To explain this phenomenon, the investment potential of rural communes
was controlled for their vicinity to the city of Poznan proxied by their membership in the
Metropolitan Area of Poznan (MAP) (Figure 3).

In the first year of the study period, metropolitan rural communes exhibited 3.5 times
higher values of first- and second-degree potential than communes outside MAP. In the
last year it was 2 times higher. Although MAP only consisted of 8§ communes (Czerwonak,
Dopiewo, Kleszczewo, Komorniki, Rokietnica, Suchy Las and Tarnowo Podgoérne), they
greatly inflated the average investment potential for all rural communes and made them
appear to fare better than other administrative types of Wielkopolska Province communes.

The analysis of the investment potential of rural commune investment controlled by
membership in the MAP shows the importance of accounting for the neighborhood of
large urban centers. The observed differences stem from a change in the functionality of
metropolitan communes and a radically better financial situation than that of typically
agricultural peripheral communes [cf. Glowicka-Wotoszyn 2016, Glowicka-Wotoszyn,
Wysocki 2016]. Marian Kachniarz [2011, p. 93] draws attention to the underrated but
significant role of the geographical rent that shapes local development stating that “local
government becomes a beneficiary of this development (in the form of increased income)
—regardless of own effort involved”. It should not be surprising then that geographical rent
“explains much about development processes, which by their nature are spatially diverse”
[Kopczewska 2008, p. 10]. When examining links between investment potential in a given
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Source: own elaboration based on data from the Ministry of Finance and Local Data Bank
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year and investment expenditure per capita in the subsequent year, a strong and statistically
significant correlation was only found among urban communes and metropolitan rural
communes (Table 1). In the remaining groups, correlations between first- and second-
degree investment potential and investment expenditure were mild and non-significant.
For third-degree investment potential, no such correlation was observed. It is difficult
to unequivocally decide whether observed links are a result of the more effective use of
investment potential by governments of urban or wealthy rural communes. They may be
spurious artifacts of employed methods. One reason why some local authorities did not
allocate growing operating surplus to development purposes may be the need to repay
outstanding debt [Krzeminska 2018]. A clear-cut answer to the question requires further
research with a refined methodological approach.

Table 1. Pearson’s linear correlation coefficients between the investment potential and investment
expenditure of Wielkopolska province communes by administrative type and in the case of rural
commune MAP membership

Communes 15-degree 2"d-degree 3d-degree
investment potential | investment potential | investment potential
correlation | p-value | correlation | p-value | correlation | p-value
coefficient coefficient coefficient

inside MAP 0.83 0.011* 0.89 0.003* 0.88 0.008*
Rural outside MAP 0.51 | 0199 052 | 0.187% -021 | 0.647"
communes

overall rural 0.59 0.124" 0.62 0.104" -0.03 0.949ns

Urban communes 0.76 0.029* 0.81 0.014* 0.69 0.085*

Urban-rural communes 0.47 0.245m 0.50 0.210m -0.08 0.866"

All communes 0.54 0.170ms 0.57 0.136™ -0.01 0.980m

* indicates statistically significant correlations (p < 0.10), and the symbol ™ —not significant
Source: own elaboration based on data from the Ministry of Finance and Local Data Bank

SUMMARY AND CONCLUSIONS

The research found that the highest investment potential in the Wielkopolska Province
was recorded in metropolitan rural communes, which resulted in inflated ratings of the
whole group of rural communes. The results confirm once again that, in the case of rural
communes, it is particularly important to account for geographical rent in the analysis of
such phenomena as the financial situation or the level of social and economic development.

The course of the communes’ investment potential was characterized by a decline that
continued until 2013 and a recovery in subsequent years. It can be credibly explained by
the timetable of EU budget perspectives 2007-2013 and 2014-2020.

An attempt to quantify the relationship between the investment potential and investment
expenditure found it strong and statistically significant only in urban and metropolitan
rural communes. However, this result is difficult to interpret unequivocally and it is ad-
visable to carry out in-depth research with more refined methods that would deepen the
understanding of the relationship.
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POTENCJAL INWESTYCYJINY GMIN WIEJSKICH WOJEWODZTWA
WIELKOPOLSKIEGO

Stowa kluczowe: potencjat inwestycyjny gmin, wydatki inwestycyjne gmin, gminy wiejskie
wojewodztwa wielkopolskiego

ABSTRAKT

Celem badan byta ocena potencjatu inwestycyjnego gmin wiejskich wojewodztwa wielkopolskiego,
na tle pozostatych typéw administracyjnych gmin, w latach 2009-2017. Dodatkowo w grupie gmin
wiejskich wyrdzniono gminy potozone w obszarze metropolitalnym Poznania (POM) oraz poza nim.
Badania przeprowadzono na podstawie danych pochodzacych z GUS (Bank Danych Lokalnych) oraz
Ministerstwa Finanséw (wskazniki do oceny sytuacji finansowej JST). Do poréwnan poziomu potencjatu
inwestycyjnego migdzy gminami zastosowano miary statystyki opisowej, a do oceny zmian zjawiska w
czasie — miary dynamiki. Podjeto rowniez probe oceny zwigzku pomiedzy potencjatem inwestycyjnym
gmin a rzeczywistym poziomem ich wydatkow inwestycyjnych. W wyniku przeprowadzonych
badan stwierdzono, ze najwyzszym potencjalem inwestycyjnym w wojewodztwie wielkopolskim
charakteryzowaty si¢ gminy wiejskie potozone w Poznanskim Obszarze Metropolitalnym (POM),
co rzutowalo na wyzsza ocen¢ calej grupy gmin wiejskich w poréwnaniu do pozostatych typow
administracyjnych gmin. Ksztaltowanie si¢ poziomu potencjatu inwestycyjnego gmin, tj. jego spadek
do 2013 roku i wzrost w kolejnych latach, byto zwiagzane z perspektywami budzetowymi UE 2007-2013
1 2014-2020. Zwigzek pomigdzy potencjatem inwestycyjnym a wydatkami inwestycyjnymi gmin byt
statystycznie istotny tylko w gminach wiejskich potozonych w POM oraz w miejskich gminach.
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