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Let the people know the facts,
and the country will be safe
Abraham Lincoln

Abstract. The 19th and 20th century in the history of Poland was primarily a time of foreign domination by neighbouring countries,
mainly Russia and Germany. Except for the inter-war period of 1918—1939 when there was an attempt to rebuild an independent
country, Polish culture in its social and economic dimension underwent a vicious destruction for almost 2 centuries. For that
reason, political changes initiated in Poland in 1989 resulted in the emergence of new hope for the revival of its sovereignty and
its restoration as a sovereign and democratic country. After years of enslavement the regenerated Poland was economically weak
in almost all its dimensions. Due to decisions made in the 1990s and the first years of the 21st century there was a hope for a clear
acceleration of social and economic growth. The activities required the necessity of implementation of economic and rational
procedures in financial management as well as the allocation of huge financial resources mainly for investment in the area of public
utilities, and also for the implementation of modern technologies and methods in nearly all areas of economic and social life.

The article is dedicated to the problem of the financial security of the country in relation to the burdens of debt of local
authorities, particularly those at the lowest level of the governance structure of the country. Assuming that local authorities in the
Polish legal system are public-legal unions equipped with a legal identity that act in their own name and at their own responsibility,
itis the members of organisations who are directly responsible for an excessive indebtedness which can affect not only the financial
security of the whole public-legal union which is a local self-government, but also the financial security of citizens.
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Introduction

The changes which started in Poland in 1989 resulted in the creation of new insti-
tutions in the public sector, particularly in respect of the commune authorities which
initiated civil societies empowered by arange of rights and duties. By decentralising the
country and building a subsidiary system of management in the public sector based
on communes, districts, provinces and a central level, it has been acknowledged that
local authorities at the lowest level perform the tasks which are the most meaningful
for citizens. It is at the level of communes where citizens are organised in local self-
governments, democratically elect local authorities and influence the tasks carried
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out by the public-legal unions. Not only do they create programmes and accomplish
them, but also face the consequences associated with adequacy of the tasks pursued.

In parallel with the reform of the management system of the State there have
been attempts to eliminate the divisions in economic development between
Poland and Western Europe. These efforts have been primarily determined by the
scale of financial resources that could be directed at carrying out these tasks. The
lack of the resources in the public sector, and also in the private sector, very often
resulted in addressing the offers of financial houses which used to grant loans
on terms difficult to fulfil in the long term. Public sector institutions as well as private
sector ones started to take advantage more and more extensively of the possibility
of using additional European Union funds. Because of the massive backwardness
in the local infrastructure concerning the road system, environment protection and
public utility facilities in general, on the whole the main beneficiaries of EU fund-
ing became local self-government. The beginning of new investment enterprises
in the local self-government was connected with the necessity to secure essential
financial reserves, including also their own contribution to permit them to gain
additional EU funding. On the one hand, the limited financial opportunities for local
self-government and, on the other hand, increasing needs disturbed the financial
balance of many self- governments and forced them to look for additional resources
from banks, also including fringe banks, which was extremely draining for local
budgets. As a result it unbalanced the financial security of many commune self-
governments. As the survey conducted by the authors demonstrates, the increasing
needs, particularly in the field of local infrastructure,' implied a demand for financial
resources and very often undermined the budgets of local self-government.

The study addresses the problem of financial security which is considered the most
significant factor determining an economic security.? It should be emphasised that
the state of financial resources of all the public and private bodies, as well as of par-
ticular individuals regardless of professional activity, is very often the fundamental
factor taken into consideration before deciding on purchasing any goods. The state
of financial resources and the ability to manage them is a condition directly influenc-
ing our security which can have both financial and non-financial aspects. It should
be emphasised that in the pathology of management in both public and private
sectors, most frequently all types of law violations and offences are connected with
money. A desire to posses this is often a factor leading to unacceptable conduct.?
It should be emphasised that also within the financial management of organisa-
tional entities in the public sector legal regulations apply primarily to results and not
to reasons for indebtedness, including an excess which violates financial security.

The subject of the study is the analysis of the financial state of communes and
districts in connection with the accession to the European Union and the influence

! Koztowski A.J, Czaplicka-Koztowska 1.Z, Samorzad terytorialny w systemie zarzadzania
panstwem. Olsztyn: Pracownia Wydawnicza ElSet, 2010, p. 230 and following.

2 RaczkowskiK, Bezpieczenstwo finansowe, [in:] Ptaczek J (Ed.), Ekonomika bezpieczenstwa
panstwa w zarysie. Warsaw: Wyd. Difin, 2014, p. 299 and following.

3 Koztowski A.J, Czaplicka-Koztowska 1.Z, Swirska A, The Phenomenon of Corruption
in Public Sector Organizations (Local Government Case Studies from the Warmia and Mazury
Regions of Poland). Hyperion International Journal of Econophysics & New Economy, 2016,
Volume 9, Issue 1. Hyperion University of Bucharest, Romania, p. 117 and following.
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of EU funds acquired on the state of local budgets and their financial security.
It has been assumed in the study that one of the reasons for the rapid increase
of the indebtedness of local self-government in Poland is an adverse state of local
finances which results in the need to take out loans for their own contribution
in connection with investments. The aim of the study, based on the analysis of local
self-governments’ and districts’ budgets, is to analyse fund raising from the Euro-
pean Union. The authors of the study used available literature and statistical data
from Local Databank GUS and also activity reports of regional audit offices and
implementation of financial plans of self-government units and data included in the
Public Information Bulletin. Information provided in the bulletins has been referred
to, particularly information concerning indebtedness.

Local self-government in the system
of public finance management.

The 19" and 20™ centuries were a time of development for mainly sovereign states
making decisions about their own identity and accomplishing programmes of eco-
nomic and social development. This development had a negative impact on the states
and territories dependant on other governments; as it was in the case of Poland.
In Poland, during the interwar period there was an attempt to make a recovery in the
no longer occupied country, however, the process was disrupted first by a German
and next by a Russian occupation lasting till 1989. No later than in 1989, as a result
of the endeavour to gain independence, Poland was reborn and took up the difficult
task of overcoming differences with countries having a long liberation tradition.

A great step towards sovereign and democratic statehood was the restoration
of local self-government at the lowest level of the state management structure. This
local self- government is a local unit of the people dwelling in a particular area. Such
a unitacting in its own name and on its responsibility, was granted the status of a legal
entity which makes its autonomy liable to judicial protection.* Communal authorities
functioning on the lowest level, due to cultural similarities and a common history
of the territory, frequently have similar needs and business. The aim of these local
governments is to satisfy basic needs in a local dimension and to provide suitable
business conditions and for the development of business entities functioning in their
area.® Although, since 1999 districts and provinces are also territorial self-governments
functioning at the lowest levels, it is mainly communes that have the financial free-
dom allowing them to decide on the amount of income coming from local resources.
The level of financial independence of local government is conditioned by a num-

4 Art. 1i 2 ustawy z dnia 8 marca 1990 roku o samorzadzie gminnym (na podstawie:
Dz.U.z 2016 . poz. 446, 1579).

> Gtowicka-Wotoszyn R, Wysocki F, Uwarunkowania spoteczno-ekonomiczne
samodzielnosci finansowej gmin wojewddztwa wielkopolskiego. Prace Naukowe Uniwersytetu
Ekonomicznego we Wroctawiu, 2014, No. 346.

¢ Koztowski A.J, Czaplicka-Koztowska 1.Z, Transparentnos¢ zarzadzania finansami lokal-
nymi. Uwarunkowania wdrozenia planu dochodéw i wydatkéw w uktadzie zadaniowym.
Krakéw: Oficyna Wydawnicza ,Impuls’, Wydanie |, 2014, p. 13.
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ber of internal and external factors in their surroundings and also originates from
a culture of public management shaped throughout history. Among them are also:
demography (including the population and its structure), social factors (including the
number of employees and the unemployed), and also the economic situation, e.g. the
number of business entities. The aforementioned factors affect the financial affluence
of local government, their development and also the opportunities to acquire income
from sources based on their territory. These opportunities condition the infrastructure
development and also the increase in the level of education, which may consequently
affect the satisfaction of current needs. Undoubtedly, the development of infrastruc-
ture also means the speed and ease in respect of the flow of goods and services and
this is becoming one of the most important tasks undertaken by local government.’

Use of EU programmes funds by local government

The accession of Poland to the European Union provided an opportunity to even
out differences in the level of socio-economic development between Poland
and Western Europe, as well as between individual regions due to the availability
of European Union structural funds. These support economic restructuring and the
modernisation of EU countries. They are directed at these sectors of the economy
and regions which, without financial aid, would not be able to catch up with aver-
age economic levels in European Union. These structural funds and the Cohesion
Fund enable implementation of, among other things, projects whose objective
is to improve residents’ qualifications and economic activity, to help companies
to implement the concept of their development and to finance their innovative
technologies as well as to create an appropriate infrastructure that will enhance
the investment potential of particular regions.® There is no doubt that the share
of European funds in the local authorities income at every level is an indicator
of this local government activity in gaining external funds. The distribution of funds
among particular regions is performed on the basis of an algorithm with three
variables in relation to population, gross domestic product per capita and the level
of unemployment. As a result particular regions in Poland were granted zI16.5 billion
to implement regional programmes in 2007-2013 and, in the multi-annual financial
framework for 2014-2020, a sum of zI45.1 billion has been planned. The current finan-
cial perspective for 2014-2020 brought the first positive actions for regions in Poland
only in 2016 because, at that time, local authorities announced calls for local business
support for the amount of zI5.95 billion which constitutes 13.2% of all the amount
for enterprises performing tasks within the Regional Operational Programmes (pol.
Regionalne Programy Operacyjne — RPO). The data on Regional Operational Pro-
grammes implementation (table 1) show that regions with the highest population

7 Gtowicka-Wotoszyn R, Wysocki F, op.cit.

8 Czempas J, Srodki unijne jako zrédto finansowania dziatalnosci jednostek samorzadu
terytorialnego wojewddztwa $laskiego (2004-2007), [in:] Patrzatek L (Ed.), Finanse lokalne.
Wybrane zagadnienia. Poznan: Wyzsza Szkota Bankowa w Poznaniu, 2009, p. 12.

° Filip P, Audyt wewnetrzny jako narzedzie wspomagajace procesy zarzadzania w jednost-
kach sektora finanséw publicznych, [in:] Sprawozdawczo$¢ i rewizja finansowa w procesie
poprawy bezpieczenstwa obrotu gospodarczego. Krakéw: AE Krakéw, 2005, p. 141.
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and best financial results, namely Mazowiecki and Slaski regions, benefit the most
from this programme, whereas Opolski and Lubuski regions benefit the least.!
Within the Regional Operational Programmes as a new financial perspective there
has been a new instrument introduced which allows local authorities to conduct
jointinvestment activities under the name of Integrated Territorial Investments (pol.
Zintegrowane Inwestycje Terytorialne — ZIT). Similarly to the Regional Operational
Programmes, Integrated Territorial Investments also fall behind with concluding
agreements and in many regions there is a fear that EU funds may not be used.

Table 1. Money allocated to particular regions for Regional Operational Programmes
implementation in 2007-2013 and a plan for next years

Budget of Regional Operational Programme
2007 — 2013 2015 — 2016 2017 plan Percentage
Region to be used till
2017 of the
zl zl % zl perspective for
2014 — 2020
Dolnoslaskie 1,213,144,879 472,756,199 | 15.0 141,558,174 19.5
Kujawsko-pomorskie 951,003,820 227,276,400 | 8.1 145,983,850 13.2
Lubelskie 1,155,854,549 644,602,889 | 20.5 389,707,232 329
Lubuskie 439,173,096 186,000,000 | 15.4 67,000,000 209
toédzkie 1,006,380,910 489,787,257 | 13.9 264,180,000 214
Matopolskie 1,290,274,402 323,639,514 | 8.5 336,713,923 17.4
Mazowieckie 1,831,496,698 383,384,460 | 12.4 199,183,000 18.9
Opolskie 427,144,813 202,095,211 | 14.5 94,840,000 21.3
Podkarpackie 1,136,307,823 470,946,209 | 14.9| 170,000,000 203
Podlaskie 636,207,883 230,000,000 | 12.6 275,000,000 27.7
Pomorskie 885,065,762 286,895,814 | 10.5 171,515,867 16.7
Slaskie 1,747,104,507 619,047,020 | 12.9 334,693,508 19.8
Swietokrzyskie 725,807,266 280,000,000 | 12.6| 503,834,406 35.2
Warminsko-mazurskie 1,036,542,041 436,267,097 | 16.2 423,854,317 320
Wielkopolskie 1,272,792,644 537,900,000 | 15.7 210,000,000 21.8
Zachodniopomorskie 835,437,299 165,300,000 7.3 283,500,000 19.7
TOTAL: 16,589,738,392 | 5,769,898,070 | 13.0 | 4,011,564,277 total 22.0

Source:author’s work based on: Regiony zbyt wolno uruchamiajag unijne dotacje. Wyniki analizy
dystrybucji wsparcia dla przedsiebiorstw w ramach Regionalnych Programéw Operacyjnych
w perspektywie finansowej 2014 — 2020, Grant Thornton, Raport pod patronatem Kujawsko-
Pomorska Organizacja Pracodawcéw LEWIATAN, March 2017; also data from www.mr.gov.pl

10 Cf. Regiony zbyt wolno uruchamiaja unijne dotacje. Wyniki analizy dystrybucji wsparcia
dla przedsiebiorstw w ramach Regionalnych Programéw Operacyjnych w perspektywie
finansowej 2014 — 2020, Grant Thornton, Raport pod patronatem Kujawsko-Pomorska
Organizacja Pracodawcéw LEWIATAN, March 2017.
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The use of funds from Regional Operational Programmes is conditioned
by many factors, among which the most important condition for obtaining funding
for particular actions is an assurance given by entities who apply for such funding
that they will make their own financial contribution. Therefore, local governments
are forced to make their financial plans in such a way that permit use of EU funds
to support their own limited capabilities."" According to the survey of local govern-
ments’ budgets, due to the possibility of gaining money from the EU budget and
therefore to reduce development deficiencies especially in infrastructure (road
infrastructure, communication, environment protection etc.), local authorities have
been encouraged to invest more in last years. Analysing plans and financial reports
one may notice that they were supported not only by EU funds but also by credits
from commercial banks which constituted their own contribution needed to obtain
EU funds.”? In the case of commune local authorities this initiated a growing gap
between incomes from local sources, subvention and subsidies, and expenses
among which funds from external sources are becoming more and more significant,
especially those from commercial banks and therefore the consequences of such
debt repayment is a national debt at a local or regional perspective.

Financial security and the indicator
of local governments’ debt

The rising debt of local authorities results mostly from the need to provide their
own financial contribution for investments supported by EU funds. In order to fulfil
this demand local authorities take credits from commercial banks, however, there
are also situations in which they borrow money from quasi-banks which favours
mounting debts. Since 2014 indicators defined in art. 243 of the Public Finance Law
have been used. They show current income over current expenditure, increased
by an income from assets sale, to the income in general. Many local governments
will experience problems when executing art. 243, therefore, taking loans and
credits for investments would become impossible, and consequently raising money
from EU funds for 2014-2020 would be at risk. The debt of local administration
is a part of the national debt.”* Before the accession of Poland to the European
Union local authority debt constituted only a small part of the national debt. Local
government took loans driven mainly by economic motives because 93% of the
financial means forming a commune’s budget deficit was allocated for investments.
A similar conclusion may be drawn when analysing the results of an evaluation
conducted by the Supreme Audit Office (pol. Najwyzsza Izba Kontroli) and Regional

" Misterek W, Zewnetrzne zZrodta finansowania dziatalnosci inwestycyjnej jednostek
samorzadu terytorialnego. Warsaw: Difin, 2008, p. 120.

12 Koztowski A.J, Czaplicka-Koztowska 1.Z, Zarzadzanie finansami w samorzadzie terytori-
alnym. Wyzsza Szkota Biznesu w Pile, Olsztyn: Wydawnictwo ElSet, 2011, p. 31.

13 Art. 72 of the Act on Public Finance from 27 August 2009 (based on: Official Gazette
from 2013 item 885, 938, 1646, from 2014 item 379, 911, 1146, 1626, 1877, from 2015 item
238,532,1045,1117,1130, 1189, 1190, 1269, 1358, 1513, 1830, 1854, 1890, 2150, from 2016
item 195, 1257, 1454.).
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Accounting Chambers (pol. Regionalne Izby Obrachunkowe) for financial obliga-
tions of local governments in 2000 — 2002. From total credit amount of 1.30Tm
zlotys only 86.6 m zlotys was spent on day-to-day expenses which constitutes 6.6%
of the credit sum, whereas the credit share in the total amount of the debt was
72.2%.“* In 2003 the second term of the functioning of local government bodies
in the three-stage system of local governments began. According to the evaluation
of National Council of Regional Accounting Chambers during 5 years of fully devel-
oped system of local authorities a quite stable division of tasks conducted by state
government administration and local government administration was established.
The tasks were also assigned to particular levels of local government.”” The total
sum of the obligations of local governments at the end of 2003 (table 2) included
obligations resulting from loans and credits, issued securities, received deposit,
required public and legal liabilities and obligations to services and commodities
suppliers. The issued securities, loans and credits were used to finance obligations
which were not covered in the income not only in 2003 alone. Most of them had
been taken earlier and a growing debt because of this, along with a decreasing
deficit of local government entities, prove a slowdown in debt repayment.'s

Table 2. Debt of local government entities in Poland in 2003 and 2004

Poland in zlotys | per capitain zlotys

Income at the end of 2003 79,140,450 2.1
Expenditure at the end of 2003 80,954,358 2.1
Budget outcome -1,813,908 -0.04
Obligations at the end of 2003 17,276,843 0.45
Relation of obligations to income (%) 21.8 0.2
Income at the end of 2014 194,337,188 5.1
Expenditure at the end of 2014 196,754,150 5.1
Budget outcome -2,416,962 -0.06
Obligations at the end of 2014 72,109,871 19
Relation of obligations to income (%) 3741 0.4

Source: Author’s work based on reports on regional accounting chambers activity and
budget adherence by local government entities in 2003 and 2014, and data from Local Data
Bank Statistics Poland

The share of the local government sector in the debt of the public finance
sector increased from 4.7% in 2008 to 5.87% at the end of 2009. In 2009, the debt
exceeded PLN 39.3 billion, which means that in the course of that year alone

% Kulawik J, Mazurkiewicz M, Polityka Finansowa Polski wobec aktualnych i przysztych
wyzwan, volume Il. Warsaw: WSE, 2005.

> Sprawozdanie z dziatalnosci regionalnych izb obrachunkowych i wykonania budzetu
przez jednostki samorzadu terytorialnego w 2003 roku. Krajowa Rada Regionalnych Izb
Obrachunkowych. Warsaw, 2004.

s Ibid.
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it increased by almost 40% — at the end of 2008 it amounted to PLN 28.1 billion.
For comparison, it was just over PLN 10 billion in 2001."” The amount of debt
of local government units increases when we analyse it in particular years. In 2014,
it amounted to PLN 72,109,871.1 and was higher by 4.3% compared to the previous
year. Liabilities on account of credits, loans and bonds issued by local government
units — constituting 99.7% of the total debt — increased by 4.6%. The liabilities
of local government units included in the public debt increased by 79.1% in terms
of domestic product. As in previous years, the main group of creditors were banks
(72.2% of debt), because liabilities towards the public finance sector accounted for
5.5% of the total amount of liabilities of local government units included in the pub-
lic debt. These proportions have remained more or less at a similar level since 2005.
In the period analysed, an increase in the amount of liabilities occurred in 1 237
local government units (44%), in 465 it did not exceed 10%, in 335 it exceeded 30%
(out of which in 207 units it exceeded 50%). The number of local governments not
indebted decreased: in 2014 there were 55 (51 districts and 4 counties) but in 2013
this had grown to 60 (56 districts and 4 counties).'®

As a result of the delay in infrastructure development, district self-governments
have spent over PLN 300 billion on investments since 1999, and the quantity of such
expenditure has increased significantly, along with the opportunities to access
EU funds. For example, according to the data from the Ministry of Regional Devel-
opment, by the end of February 2013, agreements were signed for EU co-financing
of local government investments under the ROP with a total value of over PLN
61 billion. The Ministry of Regional Development estimates that in order to use
all available EU funds up to and including 2020, local governments will need over
PLN 60 billion for their own contribution. However, as a result of intensive spend-
ing of financial resources during the previous years, local governments may have
difficulty in finding funds for this purpose. This is all the more important as the
individual debt ratio formally came into force in 2014, which may make it difficult
for many local government authorities to borrow money for their own contribu-
tion. As a result, if the debt of local governments exceeds the calculated level,
the authorities will be forced to adopt another budget without deficit. Calcula-
tions made by the Ministry of Finance show that a many as 50 local governments
in Poland may have problems in maintaining budgetary discipline and therefore
will not be able to obtain additional funds for their own contribution to investment
projects implemented with the support of EU funds.”

As far as districts are concerned, the growing lack of financial resources is visible
in the limitation of investment projects due to the inability to take out loans and
credit providing funds for their own contribution while applying for subsidies from
the European Union budget. This situation poses a threat to the implementation
of local investment and the use of EU funds in the new financing period and the
implementation of the current tasks of such local government. It will also result

7 Rekordowe diugi samorzadoéw. Dziennik Gazeta Prawna, 2015, No. 86.

'® Sprawozdanie z dziatalnosci regionalnych izb obrachunkowych i wykonania budzetu
przez jednostki samorzadu terytorialnego w 2014 roku. Krajowa Rada Regionalnych Izb
Obrachunkowych. Warsaw, 2015.

1% Jak inwestuja samorzady, nie zwiekszajac zadtuzenia. Dziennik Gazeta Prawna, 2013,
No. 117.
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in a decrease in the pace of development of districts and will also have a negative
impact on the standard of living of their local residents.? It should be stressed that
the new method of calculating debt, which is supposed to prevent a rapid increase
in the debts of local government, has given rise to much criticism. This applies
in particular to the extension of maturities of existing and planned debt obligations
in order to comply with statutory requirements. Therefore, in order to maintain the
statutory rate and at the same time secure the inflow of money from the European
Union, many municipalities extend the acceptable repayment ratio for many years
which, at the same time, systematically increases the overall indebtedness of local
government.?’ Many experts believe that the new regulations may be disadvanta-
geous primarily for small districts, which will find it much more difficult to take out
loans for their own contribution in connection with the planned implementation
of EU projects. This will translate, above all, into a drastic decrease in local invest-
ment which is of fundamental importance for the local community. On the other
hand, large cities may benefit from this situation, and thanks to the new solutions,
they will be able to exceed the debt limit of 60% of income?, which has held back
further investments until 2013. Legal solutions favour local government units with
a larger budget than small ones with limited possibilities of obtaining more financial
resources for their budgets. Thus, local governments with small financial resources,
usually with less than 10,000 inhabitants, which are underinvested and lag behind
in the development of modern municipal infrastructure, cannot obtain funds from
the European Union without breaching the law in force and also without entering
the path of excessive debt threatening to breach financial security. According to the
analyses of the reports on the activity of regional chambers of auditors, which are
obliged to supervise the financial management of local governments on an ongo-
ing basis, the debt ratio of local governments increased in 2014 to 41% compared
to the revenues from 37.7% in 2013. The debt increased mainly in rural districts
compared to urban districts with a lower debt ratio.?® It can be assumed that the
higher increase of debt in rural districts compared to urban districts is caused
by differences in the size of the financial resources allocated to local budgets. Addi-
tionally infrastructure development and the number and size of economic entities
paying a public levy to the local budget constitute a barrier to obtaining financial
resources which is difficult to eliminate. All this gives rise to investment needs and
also to the need to allocate their own contribution in the event of applying for aid
from the European Union. It should also be noted that in a larger local government,
and such are urban local government entities rather than rural ones, the structure
of the office and the number of officials is greater than in a small municipality. This
often results in a lack of specialists with qualifications in financial management,
including the acquisition of financial resources from the European Union or the

20 Flectronic source: http://nowaperspektywa.ngo.pl/wiadomosc/866112.html

2 Stynny art. 243 po roku: co zmienit w finansowaniu samorzadéw i co coraz bardziej
niepokoi. Dziennik Gazeta Prawna, 2015, No. 125.

2 Grzymata Z, Mozliwosci wykorzystania srodkéw pomocowych z UE przez gminy polskie
w nowej perspektywie finansowej 2014-2020. Prace Naukowe Uniwersytetu Ekonomicznego
we Wroctawiu, 2014, No. 332.

2 Based on the reports on the activity of regional chambers of auditors and the budget
execution by local government units for 2013 and 2014.
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contribution needed from external sources.* The research carried out indicates that
it is more possible for a person acting as an executive body to consult in respect
of their decisions in cities with subordinate clerks or experts. The use of knowledge
and its application in shaping the desired decisions in communal self-government
by borough leaders and councillors is very important and certainly necessary in the
activities aimed at achieving success.?> However, the question is whether the out-
comes of the research, expert opinions and studies relating to the management
of public finances by local politicians are used. It should be stressed that changes
in public financial management require not only turning towards the world of sci-
ence, but also undertaking a broad programme of training administration staff
in the area of transparent financial management and the use of the latest financial
instruments aimed at rationalising the use of finance. Research shows that treasurers
of districts are very often a group with a long employment history and deficiencies
in basic education related to their duties.?® The treasurers are often people with
agricultural, pedagogical, administrative and often secondary school education
— they rarely have an economics education and extensive experience in financial
management, especially in the private sector. This is why only a few attempts
were made in local governments in Poland to change the system of financial
management to a task-based system and to plan budgets in a task-based system,
so as to show the effects of action, and not only the flow of financial resources.?

Conclusions and recommendations

After the Second World War, Poland was often subjected to looting and
ineffective procedures in almost the entire area of economic and social life.
Poland’s surrender to the jurisdiction of communist Russia led to the formation
of backwardness in relation to the countries of Western Europe. That is why
the democratic uprising in Poland and joining the European Union gave rise
to an opportunity and initiated the process of reconstruction of the Republic
of Poland. According to the rules adopted by the countries of Western Europe,
Poland and other countries when joining the European Union direct a part of their
financial resources to the common EU budget. From the resources gathered in this
way, financial resources are paid for the implementation of tasks covered by the
common EU policy aimed at, among other things, equalising the level of develop-
ment of individual countries. However, unlike countries which were not subject
to the destructive Soviet policy of Russia, such as Poland and other Eastern Euro-
pean countries, the need for investment and therefore the need to allocate their
own funds to eliminate these differences is incomparably greater. Poland’s needs,
due to its size among the newly acceded countries to the European Union and its
geographical location in the centre of Europe, are disproportionately greater than

2 Electronic source: http://www.portalsamorzadowy.pl/prawo-i-finanse/zadluzenie-
gmin-brakuje-kadr-winna-presja-funduszy-unijnych,71758_0.html

% Koztowski A.J, Kwalifikacje radnych, a zarzadzanie zasobami gminy. Identyfikacja —
diagnoza — kierunki zmian. UWM in Olsztyn, 2012, p. 344.

% |bid.

2 Ibid., p. 344 and following.
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those of other countries and often have an impact on the entire European infra-
structure system. The implementation of tasks within the programmes financed
from the EU funds requires all entities which are beneficiaries of these resources
to develop decision-making procedures aimed, on the one hand, at obtaining these
resources and, on the other hand, at their effective use. Within these procedures,
it is important to coordinate the tasks between the centralised and decentralised
administration at the central level and, above all, in individual regions. The local
government reform, undertaken in Poland only in 1990, was aimed at decentralis-
ing public management and, similarly to Western democracies, at empowering
citizens organised into local government to exercise a number of powers, including
influencing the shape and implementation of infrastructure programmes.

Apart from competence problems in the area of public administration, the
lack of financial resources for their own contribution, which can sometimes
amount to 50% of the implementation costs of the whole project, is a substantial
obstacle in using the EU funds. It especially concerns small county and commune
self-government which do not have a large budget. As an example, one can indi-
cate budgets of commune governments in which the index of basic tax income for
one inhabitant of the commune adopted for calculating compensatory subvention
for 201828 indicates a huge diversity of income and consequently the wealth of the
local budget. This has an influence on the allocation of a particular sum of money
in respect of for its own contribution in order to use the European Union funds.
One might assume that communes with larger financial resources at their disposal,
owing to the opportunities to use EU resources, develop faster and increase their
abilities for repeated use of EU funds. And the other way around, communal self-
governments which have a small income take out loans in order to use EU funds
and, consequently, usually compromise the possibility of repeated application for
such funds because of their unfavourable financial situation. Thus, the means trans-
ferred to the communes for the implementation of programmes aimed at levelling
differences in the communes’ development often cause the opposite results, as for
the most part they do not get to the areas furthest behind in terms of infrastructure
development.? It seems necessary to increase the participation of centralised
funding in building the resources of local self-government, especially communes
and counties which have a small revenue stream and whose financial resources are
disproportionately lower than the national average per capita. The issue has been
discernible in research and studies since the creation of self-governing communes
and, on the basis of the analysis of financial economy in the following years, one
might indicate, that it has not been addressed in legal regulations which determine
the amount of grant directed to communes or counties.*®

2 Planned income in accordance with G-index, compare: Electronic source: http://
www.portalsamorzadowy.pl/prawo-i-finanse/najbogatsze-i-najbiedniejsze-gminy-w-
polsce-2017,99797.html

2 Such differences translate into the amount of financial means incoming to the local
self-government form the European Union Funds, compare: Electronic source: http://www.
portalsamorzadowy.pl/fundusze-europejskie/jerzy-kwiecinski-ciagle-duze-dysproporcje-w-
wykorzystaniu-funduszy-ue-przez-regiony,99901.html

30 The inaccuracies in calculating the means from the central budget to the communes,
and at the same time increasing differences in economical and social development, especially
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Another opportunity to increase the participation of local self-government
in using EU resources is through a bond issue, which might increase the amount
of its own contribution in respect of that necessary to apply for external financial
resources. However a bond issue in conjunction with a financial institution is usually
associated with high costs in operating such a programme and, as a result, a high
cost for the local self-government. Therefore, it would be beneficial to use bonds
that self-liquidate within the self-government.?’ Such bonds might be issued for
the implementation of infrastructure projects which provide the inhabitants of the
commune or county with the access to such utilities as natural gas, sewage sys-
tem or even local roads. The people buying the bonds would be the inhabitants
interested in connecting their properties to these utility systems and who have
the financial resources and are able to cover the costs of using such infrastructure
with the bonds they have bought. In order for such a procedure for acquiring
additional financial resources to be successful it is necessary to intensify activi-
ties and participation of local self-government members in the implementation
of tasks in these public-law associations that they create. The research conducted
indicates a very low level of activity of citizens in the implementation of the tasks
of the communes, as well as a lack of transparency in management®, which
translates into large area of pathological activities in management of com-
munes and lack of trust of inhabitants in relations between local authorities and
inhabitants. That explains the citizens’ reluctance towards participation in imple-
mentation of a commune’s tasks and it also stands in the way of co-operation
of local authorities with inhabitants in the implementation of local financial policy.

Through the analysis of national debts one might indicate the countries in which
the debt is located primarily among the citizens of a country, which means that they
agree to the debt by buying bonds. In such countries as Japan the debt of the cen-
tral budget is placed among the residents and not in foreign banks, therefore the
benefits in the form of interest come to the citizens not to the foreign financial insti-
tutions.*®* The debt in Poland is mostly located in foreign institutions and therefore
the issue of the public debt in Poland including the interest is not the income of the
inhabitants as in Japan, but external financial institutions. It is similar in the case
of the debt of local self-government as the benefits from the debt are usually on the
side of external financial institutions (often foreign and even quasi banks) not mem-
bers of the local self-government. In case of bonds bought by the members of local
self-governments, including the self-liquidating bonds, we have the financial secu-
rity of the local self-government, as even the excessive debt will translate into the
debt of the self-government, which is a public association whose members (in some
sense the owners, shareholders) are the residents. Each Polish zloty invested by the
local self-government creates assets for all residents, and also every zloty spent

in the area of eastern Poland were indicated in studies assessing the first term of communes
and the following years, compare: Koztowski A.J, Samorzad Terytorialny — historia, ustroj,
finanse, zarzadzanie. Szczecin: Soft Vision Oficyna Wydawnicza, 1997.

31 Koztowski A.J, Czaplicka-Koztowska 1.Z, Samorzad terytorialny... op.cit, Olsztyn: Pra-
cownia Wydawnicza ElSet, 2010, p. 99 and following.

32 Compatre: Koztowski A.J, Kwalifikacje radnych..., op. cit.

3 Electronic source: http://www.rp.pl/Dane-gospodarcze/170229103-Polski-dlug-w-
rekach-zagranicznych-Uczmy-sie-od-Japonii.html, accessed: 05.11.2017.
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badly impoverishes the residents. However, even in this case it does not have any
negative consequences in the form of the necessity of disposal of assets by the
self-government or residents in relation with the excessive debt and the inability
to pay the debt from the local budget. Whereas the excessive debt in commercial
banks leads or may lead to stepping over the financial security line of the self-gov-
ernment which may translate into the necessity of selling common assets or even
violating the private property of the people making up the local self-government.
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Streszczenie. W historii Polski wiek XIX i XX zapisat sie przede wszystkim okupacjq ze strony paristw osciennych, gtéwnie
Rosji i Niemiec. Z wyjqtkiem okresu miedzywojennego, kiedy to w latach 1918—1939 podjeto prdbe odbudowania wolnego
paristwa, przez niemal 2 wieki prowadzona byta wobec Polski bezwzgledna polityka niszczenia kultury polskiej w jej wymiarze
spotecznym i ekonomicznym. Dlatego zapoczqtkowane w 1989 roku przemiany ustrojowe w Polsce zrodzity nadzieje odzyskania
suwerennosci i odbudowania panistwa suwerennego i demokratycznego. Odrodzona Polska po latach zniewolenia byta krajem
stabym ekonomicznie niemal we wszystkich jej wymiarach. Podjete w latach 90-tych ubiegtego wieku oraz w pierwszych latach
XXI wieku decyzje zostaty zatem ukierunkowane na przyspieszenie rozwoju spofecznego i gospodarczego. Dziatania te wigzaty
sie z koniecznosciq wdrozenia procedur oszczednosciowych i racjonalnych w gospodarce finansowej i tez wyasygnowaniem
duzych zasobow finansowych, przede wszystkim na inwestycje w obszarze uzytecznosci publicznej, na wdrozenie nowoczesnych
technik i metod niemal we wszystkich obszarach Zycia gospodarczego i spotecznego. W opracowaniu przedstawiono problem
bezpieczeristwa finansowego paristwa w odniesieniu do zadtuzenia samorzqdéw terytorialnych, szczegdlnie funkcjonujqcych
nanajnizszym szczeblu w strukturze zarzqdzania paristwem. Przyjmujqc, ze samorzqdy w polskim systemie prawnym sq zwiqzkami
publiczno-prawnymi wyposazonymi w osobowos¢ prawnq i dziatajgcymi we wiasnym imieniu oraz na wiasnq odpowiedzialnosc,
to wiasnie cztonkowie tych organizacji ponoszq bezposrednio odpowiedzialnos¢ za skutki decyzji finansowych. Mozna tez przyjqc,
Ze ponoszq osobistq odpowiedzialnos¢ za skutki nadmiernego zadtuzenia, co moze przetozy¢ sie nie tylko na bezpieczeristwo
finansowe catego zwiqzku publiczno-prawnego, jakim jest samorzqd terytorialny, ale tez bezpieczeristwo finansowe obywateli.

Pestome. 19 u 20 sek 8 ucmopuu llonswiu Gl npexde 8ce2o NepUodOM OKKynayuu meppumopuu 20cyoapcmea coceOHuUMu
cmpaxamu, 8 ocHosHoM Poccueli u fepmaruedl. 3a uckmoyeHuem MexasoeHHo20 nepuoda 1918—1939 20008, ko20a Gbina nped-
NPUHAMA NONLIMKA BOCCMAHOBUMb HE3ABUCUMYIO CMPAHY, 8 MeyeHue noYmu 08yx cmosemuii 8 omHoweHuu lonbwiu genace
abcoMoMHas NOUMUKA YHUYMOXeEHUSA NOJIbCKOU KyNbmypsl 8 ee CO4UAnbHO-IKOHOMuUYeckom usmepeHuu. o smoll npuyure
noaumuyeckue u3mererus, Hayamole 8 [lobuie 8 1989 200y npusenu K NoABNEHUI HOBbIX HAOEXO HA BO3POXOEHUE He3a8UCU-
MOCMU U 80CCMAHOBJIEHLE CY8EPEHH020 U 0eMOKpamUYecko20 20cydapcmad. [locsie MHo2ux Jiem nopaboujeHus 803paxoeHHas
Tonba 6bina SxkoHoMUYECKU C1a6a npakmuyecku 80 8cex cepax. baazodaps peuseHuam, npuHAMeIM 8 1990-x 200ax u 8 nep-
8ble 20061 XXI 8eka, noasunace Ha0exoa Ha A8Hoe yckoperue CoYUaNbHO-IKOHOMUYECK020 pocma. Ima desmenbHocme Gbia
(BA3GHA C HEOBXOOUMOCMbIO BHEOPEHUA IKOHOMUYECKUX U PAYLOHATbHBIX (PUHAHCOBBIX NPOUEAYP, a MAKXe 8bloesIeHUeM
02POMHbIX (PUHAHCOBbIX CPEOCMB 8 OCHOBHOM HA UHBECMUYUU 8 00/IACMU KOMMYHA/bHYIX YCI1Y2, BHEOpeHue npakmuyecku
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80 8CeX 00/1ACMAX SKOHOMUKU U COYUATBHOL KU3HU 00LLjecmaea cospeMeHHbIX mexHono2u(i u Memodos. B cmamee paccma-
mpusaemcs npo6aiema (uHarco8ol 6e30nacHocmu 20¢yoapcmaa 8 (8a3u ¢ 3a00KeHHOCMbI0 MeppUMOPUANbHbIX 0P2aH08
MeCmH020 CamoynpaesieHus, ¢ 0Co6biM y4emom 0p2anos pabomaruyux Ha Camom HU3KOM yposHe & CmpyKmype 20¢ydapcmeet-
H020 ynpaenexus. lpednoaeas, ymo MecmHble op2atsl 81ACMU 8 NOAbCKOL NPasosoli cucmeme ABAAIMCA 06U eCMBeHHbIMU
U fopuduyeckumu accoyuauyuamu, 06nadawyumu npasocyGsekMHoCMbI0 U OelicmBYIOLUMU 0m (B0€20 UMEHU U HA (80K
0MeemcmaeHHOCMb, MO YfleHsl JMUX 0PeaHU3AYUL Hecym HeNnocpedcmeeHHo 0meemcmeeHHOCMb 3 NOCdCMBUS (UHaH-
Co8bix peweHudl. MoxHo makxe npednosoxums, 4mo 0HU CAMoCMOAMeTTbHO HeCym 0MmeemcmeeHHoMb 3 Nocedcmeus
ype3mepHoli 3a00/KeHHOCMU, YMo MOXem 8/IUAMb He MOSIbKO HA BUHAHCOBYIO Ge30NACHOCMb 820 20CYOaPCMBeHHO-NPA-
808020 (0K03d, KOMOPbLIM AB/ACMCS MePPUMOPUAITLHOE CAMOYNPABIIEHUE, HO U HA (UHAHCOBYD BE30NACHOCMY 2PAXIAH.
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