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Efficiency of Budget Expenditures...

INTRODUCTION

One of the critical aspects of rapidly progresst®gnocratization
processes observed in Poland is dissemination ef gtinciple of
subsidiarity which assumes delegating decisiomtalgowers from the
central level to administrative units below, andld@ing on from
this, decentralization of powers with respect tgpenditure of public
resources. This process which in the long termrassiassigning central
authority only such tasks which cannot be effedyivexecuted at lower
levels, has not been completed yet. The local agtration unit which,
as the result of the above mentioned processedyd@sempowered and
can now dispose of public financial resources bgeat is the most
competent to create favourable conditions for stifunctioning in
a given economic and social area in Poland, issdadl commune or in
case of towns and cities a municipality.

Successful development of a given area and sdimfaof needs of
its inhabitants heavily depend on the efficiencynmnagement which
should combine knowledge and the ability to inflcenhe development
of resources located in this area (e.g. human ressufinancial, spatial
and natural resources). The available assets owmghie effectively
exploited in order to achieve the intended resaltal appropriate
conditions must be created to facilitate developgmeh the area.
Democratic system, by definition, assumes compéasfalecisions taken
by the authorities with the expectations of maygriherefore economic
decisions related to expenditure of public resaisi®ould be evaluated
from the perspective of this particular criterion.

However, there is some evidence for the contrarywumber of
activities undertaken by the authorities with resge shaping living and
working conditions in a given social and economieaaare not well
received by the local community. The situationllissirated by the data
presented in Image 1, which shows low (not excep80?6) turnover of
voters in elections to regional authorities for reaevel of local
government units. Moreover, whatever the reasonit(itee feeling of
helplessness, lack of faith that the elections im@yg any changes for
the better or inborn passivity of some people) doehturnover in local
elections leads to a conclusion that provisionarhpliance of decisions
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of local authorities with preferences of the majowof local people, is
often purely coincidentél

Chart 1. Turnout of voters in local government eletions in 2014.

W 48,13%

B 47,61%

m 46,59%

B 46,46%

Commune Council Poviat Council elections Voivodeship Government Voyts elections
elections elections

Source: data provided by the National Electoral @ugsion (www.pkw.gov.pl).

The results of research conducted by the authow stomsiderable
discrepancies in perceiving the significance ofiglens which were to
lead to improvement in key conditions determinihg tritical areas of
a commune development. In the most optimum sitoatie importance
of changes would be the same for each particuka af public activity.
It could be possible that the needs of each area satisfied to the same
extent, so none of the factors for needs satisfadth any of the areas
would be preferred over others. It would mean thatactivities of local
government units with respect to creating framewodnditions for
development of a given social and economic areae vasfjusted to
preferences of local entities. As it turns outcase of each commune or
municipality under analysis, each respective frapr&@wcondition has
different validity depending on directions of deyainent preferred by
local entities. From the perspective of democralag, applied policy of
local development should correspond to the preta®rof the local
community. Therefore, local authorities ought tketanto account the
structure of preferences of social and economit¢suni their decision
taking processes with respect to the directionallotation of resources

L In the further parts of the publication it is aeguthat even turnover of 100% does not
guarantee such compliance — see page 42.
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from the budget. However, the methods of expeneliplanning applied
by local government units do not meet the postutstdinking the
preferences of social and economic entities funoi® in a given area
(e.g. communes) to the financial decisions impgctite budget
expenditure. The structure of current expendituse planned in
accordance with ratio analysis which determines #teicture of
expenditure in the next period not in accordana wie preferences of
residents but in accordance with the volume ofueses spent on a given
budget item in the previous period. The problematfproviding the link
between preferences of entities functioning inve@gicommune with the
directions of development of this commune/munigtgalis not solved
by direct or indirect elections neither by partatipry budget2.

Another problem refers to the lack of tools for leasion of
efficiency of public expenditure on the level otdd government unit
from the point of view of adjusting it to the pregaces of the local
community. The structure of preferences of voteraat reflected in the
structure of preferences of elected representatlvés connected to the
fact that a voter does not choose particular exjpamrdtems but a person
who supports a whole bundle of items which, ade g only to a small
extent convergent with preferences of the votds ¢in this stage that the
discrepancies emerge. Another important aspect het financial
decisions are taken on the basis of the resulthrthe structure of
preferences of representatives on the commune tcamt preferences
of the local mayor/voyt. This may result in deepgnof discrepancies in
the resultant of the structure of voters prefersnghich determines the
structure of current budget expenditure. It shdoddalso noticed that
elections to commune councils are held every faary, but the budget
expenditure structure triggers consequences imgathie fluctuations in
voters preferences every single year. Imperfectionghe expenditure
planning methods which, to some extent, result frorability to
eliminate discrepancies between the resultant tstreiof preferences of
a local community and the preferences of local @uties, directly
impact effective control of the expenditure. Thgisdéator defines four
criteria of expenditure contrbl

2 More on the topic seeZabka A., tapiska H., Buctet partycypacyjny a rozwoj
lokalny, the Scientific Journal of Bielsko-Biata SchoolFehance and Law no 4/2014.

3 Act on Regional Chambers of Audit (Journal of Lasf4992 No 85 item 428 article 5
point 1 and 2).
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* legitimacy - compliance of financed activities witte law,

* reliability — compliance of expenditure with theoeds,

» purposefulness — appropriateness of decisions oonge the
allocation of financial resources in given direng8p

* economy — equaled with efficiency; a criterion pposing the
achieved results with the expenses incurred.

The existing control methods (criteria) embrace,simaf all, the
notions of legitimacy and reliability. Tools of efitive evaluation of
local authorities with respect to purposefulnessidertaken steps and
tools to measure efficiency of budget managememadexist. It should
be highlighted, that the applied methods of effice measurement
ignore the validity of effects that the undertakastivities bring, the
validity seen from the perspective of expectatiohéocal communities
with respect to key changes in the framework caoomst for functioning
of entities in a given commune. The issues predeaiteve signal a need
to develop a tool which in its construction wouske into account the
connection between preferences of the local comtyanid the structure
of budget expenditure which would guarantee thehdst possible
efficiency from the perspective of preferences ofites residing in
a given area. This tool ought to be applied botthéprocess of planning
the structure of budget expenditure as well abéprocess of evaluation
of purposefulness and efficiency of financial aitidés undertaken in
order to modify the framework conditions for locigvelopment.

The analysis conducted in the present publicativows that the
information obtained due to the application of thel proposed by the
author i.e. the integrated ratio of growth in eaoiopotential of a region
IRGEP (ZWRE in Polish) makes it possible to formelaufficient
recommendations with respect to proper spendingubfic resources in
directions preferred by members of the local comitguiihis will create
new opportunities to improve efficiency of expendi On top of that,
the disaggregated ratio will create grounds to uatal the level of
convergence between the expenses incurred andetiudtsr achieved.
Arriving at the highest possible efficiency of pigbéxpenditure should
be the top priority for authorities on every levelhe original
construction of the IRGEP planning tool should walldetermination of
the scope of progress in economic potential of dbemune vs. the
optimum trajectory of development. This will lay ufedations for
evaluation of purposefulness of public expensestdgymodifications in
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living and working conditions of inhabitants in panlar areas which are
critical for local development. Moreover, cyclicavaluation of the
preference structure in a local community will faate communication
between the authorities and members of the commuByinchronization
of knowledge on the preferred directions of chanigethe framework
conditions between local authorities and the comtyunembers may
further contribute to improvement in the efficienalyexpenditure. The
proposed method is then of great importance fosehaho manage
communal finances. Firstly, it helps to determite tbest possible
structure of budget management, a structure whicii wenable
sustainability of satisfaction of needs in all keyeas of local
development. Secondly, it will contribute to the pmovement of
communication between authorities of a communeiendesidents and
hence, will facilitate better understanding of thirections of
development. The proposed method offers foundationsvaluation of
purposefulness and efficiency of resources spemiards various
directions.

The core of the author’s research is the lowestiaigdirative unit of
a country's division a commune or municipality. Tleealities, within
the powers bestowed and due to the volume andtgteuof revenues,
are the best placed to make decisions shapingdngefvork conditions
which are of key validity for the social and economlevelopment of the
area. The potential of local authorities is notlyfubxploited though,
because the methods used for selection of prograname goals to be
financed by public money do not allow to createlikst possible field to
develop the economic potential of a commune toftile Such thesis
finds confirmation in the results of the analysisnducted on the
frequently applied methods of expenditure planniffie main drawback
of these methods is ignoring the directions of ttgwaent preferred by
entities functioning in agiven area who constitutes social and
economic local system. Even democratically conduitieal elections do
not guarantee that preferences of local people balrespected. It was
shown in the analysis of sample election variamtge resultant of the
above mentioned drawbacks is inability to constaueol assisting in
supervision over undertaken activities on the basiall audit criteria
prescribed by the legislator.

The premise behind Chapter 2 of the publicationctvidonsists of
description of methods measuring the quality &, lis a consequence of
propositions stipulated in Chapter 1. The goalsti@ttegies applied in the

10
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three sample communes described further on, atlkeasame time the
target actions of local authorities. The activitiesdertaken by local
authorities towardstriving for continuous improvement in the quabfy
life of local residentsshould be subject to evaluation. Due to the dm o
the present publication, the usability of methoad=sasuring the quality of
life in the management of local finances is deteediby the possibility
of their application in the process of identificatiof the level of needs
satisfaction with respect to forming framework ciieds for functioning
of social and economic entities. For this purpdse author analyzed
relevant literature sources as well as the methafdguality of life
measurement used in practice to prove the thesis rtbither of the
methods meets the criteria of being useful for thexision taking
processes in a commune within the domain of thegmtepublication.

In Chapter 3 the author formulated the criteriatfa proposed tool
which as a social indicator could become usefdinancial management
of a commune. The main thesis here comes downretstdtement that it
is possible to use the index method to assist theegs of financial
management in a commune/municipality on the comitihat the
method meets certain postulates such as: the ureqaeof each studied
area with respect to preferences of members olotted community, the
dynamic update of used parameters, a postulatet @lbdaposing of the
achieved coefficients which describe the examineda ato the
preferences of the local community, assumption h& possibility to
determine the extent of sustainability of developmef framework
conditions. The last postulate refers to the appba of the ratio as
a criterion for evaluation of activities which amémed at achieving the
optimum shape of framework conditions for entitedive in a given
area. The second part of Chapter 3 offers the ooigin of the
integrated ratio of growth in economic potentialaofegion IRGEP and
justification of concordance of the proposed camdion with the
preconditions for its applicability in managemergntioned above.

Chapter 4 contains presentation of a method whidpparts
management of local expenditure based upon thgrated ratio. The
key hypothesis for the present study stipulates thas possible to
determine such structure of current expenses witthguarantee the
highest possible proximity to the development ttgey i.e. the
maximum progress with respect to framework condgidor further
development. One should take into account two aspeuich are critical
for development:

11
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» purposefulness of decisions to spend money in tecpkar direction
i.e. selection of such expenses which will guamnseistainable
satisfaction of local community expectations in k#y areas of
development within the framework conditions of thgrticular
community. In this manner the trajectory of acomeis
development will get closer to the optimum trajegtavhich is
characterized by full sustainability of the prefese structure of
entities living and working in the commune;

» efficiency of the expenditure — striving for maxgation of volumes
of relative changes in conditions of functioningesftities in a given
area which may be achieved by means of budget expem The
possibility to measure the efficiency of utilisatiof public resources
is conditioned by the measurement of force with clvhbudget
expenditure impacts the dynamics of effects achiea® changes in
the framework conditions understood as public weal.

The key to proper application of the solution pregad by the author
is specification of relevant framework conditioms functioning of local
entities taking into account the possibility toraduce modifications by
the local authorities. The factor which determirtee possibility of
application of the tool in the planning process aewhluation of
expenditure efficiency, is introduction of the cabietween the volume of
expenditure and the changes that the volume helpshieve. Thus, the
model of assisting the planning processes musinig#i the structure of
expenditure and take into account the postulatmaXimization of the
effects achieved thanks to utilising public resesras well as the
sustainability postulate of structure eohlidity ratios of framework
conditions of communal development.

Chapter 5 is devoted to the possibilities to apiilg proposed
method in practice. The author conducts evaluatbrefficiency of
public expenditure on the basis of the IRGEP sofufiroposed in the
publication and on these foundations formulatesclemons on such
areas where the efficiency in public expenditurey nie improved.
Moreover, the author suggests a procedure for metation of the
optimum structure what results in specific suggestion the change of
the structure of expenditure allowing for puttingmomunes on an
implicit path of optimum development which is fullustainable with
respect to structure of preferences of entitiestfoning in their areas.

Substantiation of the author’'s hypotheses involaedulti-layered
examination of the issue supported by literatunediss as well as

12
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description and analysis of actual activities whwere undertaken by
authorities in the analyzed communes and muni¢ipsli The analysis
provided material for theoretical verification oélidity of the applied

methods for the purposes of financial managemeekt,Nthe author

conducted synthesis of collected material in ofdedetermine criteria
for validity of the tool as a method supportingaintial planning and
control of expenditure in a commune. Collectionntdterial for further

research was conducted by means of the questienmaiethod.

Processing of the replies to the questionnairecgaslucted by means of
statistical methods and non-linear programmingdifigs on efficiency

of the expenditure were arrived at by means ofdtide analysis.

The monograph culminates with section Conclusionkichv
summarizes the findings coming from the conductedlysis with
respect to application of IRGEP tool in financiahmagement of the
commune/municipality

13
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CHAPTER |
MANAGEMENT OF LOCAL FINANCE
VERSUS PREFERENCES OF LOCAL RESIDENTS

Public finance involves anumber of processes edlatto
accumulation and distribution of public resoufc@$he Act on commune
self-government which was passed in 198@0d the Acts on powiat self-
governmerft and voivodship self-governméntrom 1998 initiated the
process of decentralization of competences reltaietthe execution of
public tasks and distribution of public resourcé@he three-layered
structure of public finance brings Poland closethi® OECD countries.
Between 2000 and 2015 the ratio of public sectqgueaditure with
respect to GDP was as follows:

Chart 2. Expenditure of public finance sector withrespect to GDP between 2000
and 2015.

45 44,0

44 43,3 43,2 43-0
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Source: Own work based on data from Central SizdisDffice: www.stat.gov.pl

4 Act of 26 November 1998 on public finance (JourafilLaws 1998 No 155, item
%?Alc‘?'of 8 March 1990 on commune self-governmenuidal of Laws 1990 No 16,
Ltzrth(??.S June 1998 on powiat self-government (daliof Laws 1998 No 91, item
751?:} of 5 June 1998 on voivodship self-governmdoufnal of Laws 1998 No 91, item
576).

14



AdamZabka

Much like in most developed countries, the systémpublic finance
in Poland differentiates between two main group$afiers of public
resources. The first group includes entities whosmpetence range
covers the whole country. This group consists ef government, and
further, special funds and government agencies. sdwnd group of
entities embraces constituents of local government:
communes/municipalities, powiats and voivodeships.

As arule, the territorial division of Poland inteoivodeships,
powiats and communes/municipalities is aimed atlifaitng mutual
contacts between decision making authorities aral plople. The
contacts are indispensible for smooth functionifithe state as a whole,
securing the interests of local communities as a®lroper management
of the environmefit The implementation of the self-government system
allowed for decentralization of public tasks andimpation of the
decision taking processes with respect to selectibrdirections of
development of respective units of territorial dien. The optimization
was possible thanks to creation of opportunitydust these directions
to the unique development potential of particukgions. The practical
execution of this postulate is possible providinglsareas are extracted
for which it will be possible to determine moreless uniform structure
of directions of development preferred by localiteed. According to E.
Wysocka and J. Kozski extraction of areas with the desired features
can be conducted according to the following criferi

» criterion of efficiency of management resulting rfrostatutory
decentralization of power expressed by the levaubhority of central
and local administration;

» criterion of efficient utilization of settlementei. utilization of
polycentric characteristic of settlement networkvesl as cultural,
social and economic potential of urban centres;

 criterion of continuity of historical tradition caected with stability
and significance of material and spiritual heritag®ined and stored
in social awareness;

8 Potoczek A.,Podstawy polityki regionalngjthe Regional Centre of Studies and
Protection of Cultural Environment, Tard 996, p. 41.

*Wysocka E., Koziski J., Regionalizacja Polski — przestrzenne aspekty sjiate
rozwojulin:] ‘Samorzd Terytorialny’ No 6/1993.

15
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» criterion of national utilisation of economic poteh which
determines possibilities to utilize assets and ma#pistments to
current demands of the global economy;

 criterion of effective solution of problems and fimts arising from
the complexity of such phenomena and processesvaneccaused by
rapidly progressing civilisation and acquiring itlign by local
communities and business units;

 criterion of ability to tune in with the Europeataisdards resulting
from progressing European integration processes;

 criterion of dynamics of changes related to theebe active impact
of territorial divisions on the pace of transforioatand directions of
further development.

As far as the number of levels of self-governmeimiaistration and
the division of competences between them is coeckrit is vital to
harmonise the functions of particular units withiheir territorial
boundarie¥. It guarantees local authorities full and exclasimpact on
shaping the conditions with respect to the executetttions. For
instance, organising railway transport within boames of a single
commune seems pointless.

Extracting units of territorial division which medhe above
mentioned criteria i.e. with more or less unifortnusture of needs,
should make it possible to undertake effectivestepding towards local
development based on stimulation of regional pregrén widely
accepted directions. It is equivalent to creatiraggibilities of better
utilisation of resources which remain at the pasnif the social and
economic system. Creation of better opportunitegsutilisation of local
potential (understood as a portfolio of availabtential development
possibilities of each respective commune), amonghytirom the point
of view of progress, the key role is played by theovision of
development opportunities, created by the self-gowent, in the form
of public goods, this may allow the entrepreneundlviduals to activate
their potential thanks to the existence of favoleaonditions.

Local development should be treated as a bundlequlity
transformations in a given region with respecthe living standards of
local people and conditions for functioning of messes located

10 See: Jatowiecki B Polityka restrukturyzacji regiondw — glwiadczenia europejskie
[in:] ‘Studia regionalne i lokalne’, z. 11/44, Waxs University, Warszawa 1993, p. 11.

16
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thereit®. On the other hand, development seen locally shdg
understood as constant, jointly recognized, favaerahanges in the
local system, whose source are mainly local mdteaiad natural
resources and characteristics of local communitieilitating
development. The achieved results contribute teéebedatisfaction of
needs of the local residettsT. Domaski defines local development as
a process of continuous growth in the living staddaof local
communities, based on mutually sustainable faabrsocial, economic
and ecological nature. Activities undertaken towardustainable
development should be understood as taking andemmabting such
decisions, which on the basis of a compromise m@t®wopposite goals
relevant for each particular development &teaFor further
considerations the author uses a definition of lla@velopment put
forward by J. Parysek, who claims that local depelent involves multi-
layered creation of the best possible living candd in the area or
perfecting the organization, structure and fungtignof the territorial
social system, mainly through utilisation of localevelopment
resource¥.

Activities undertaken towards shaping conditions development
should be characterized by creativity, efficiencygconomic
reasonableness and social utilisation of matendlimmmaterial resources
in order to create conditions for breaking the #xgs barriers and
preventing creation of new ones in long and middtea perspectivé. It
should be emphasized that breaking down the egidiarriers should
occur only in case of directions of developmentclhare in line with
preferences of local residents and the idea oftiageaconditions for
sustainable development. When directions of devetp are not

11 Woijtasiewicz L.,Planowanie rozwoju lokalnegfin:] Rozwoj gospodarki lokalnej
w teorii i praktyce Gruchman B. (ed.), Tarajkowski J., Pozna Warszawa 1990,
p. 38.

12 Bardziiski S.L.,Lokalna polityka gospodarcza (w okresie transforjinsgstemowe;j)
Torun 1994, p. 17, see: Potoczek AStymulowanie rozwoju lokalnego — perspektywa
spoteczna i organizacyjn®OSiGSK, Torua 2001, p. 3.

13 Domanski T., Strategiczne planowanie rozwoju gospodarczego grttieyAgency of
Communal Development, £4d 999, p. 16.

1 parysek J.Podstawy gospodarki lokalnethe University of Adam Mickiewicz,
Pozna 2001, p. 46.

15 Kot J., Zarzgdzanie rozwojem gmin a praktyka planowania straeggego the
University of £6dz, 2003, p. 16.

17
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desired by the local people then building barrieray become
appropriate.

The benefits of extraction of communes as unitgdrhinistrative
structure of the country which is dictated by tteveg for creation of
opportunities for better satisfaction of specifeeds of local inhabitants,
were already recognized in the pre-war literatdiee needs which are
satisfied by the state are needs of general natureeir satisfaction is
satisfaction of needs of the whole society. The @nachieved when
satisfaction of these needs is completed, sometiooedrary to the
interests of individuals and groups which must oomf to the decisions
taken by the state. For the state is understoasldsea superior power for
the society, an authority which dictates solutiorsits own sake or the
sake of collectivity. In case of communes/munidiped the aim is
achieved when the needs of all individual constitsef the community
are satisfied. The authorities of a commune, adtinyis way, appear to
be in harmony with the citizen, disposing of meapposite to the means
of the state. The main power of the commune useatclieve its local
goals is the voluntary nature of the capacitiethatdisposal of a local
authority'®. It should be brought to the reader's attentidmat tthe
differences lay not only in the contrastive chazaocbf goals to be
achieved by the two levels of administration bwgoain distinctness of
capacities thanks to which the goals may be actie8atisfaction of
needs of residents by local authorities is possidlen such conditions
are created in which local entities are able tolfaheir own needs.

The prospect of conscious and efficient impact lwen development
of local framework conditions — conditions for depmment which
determine better possibilities of utilisation ot&b potential by various
entities, are, in turn, determined by competencéslocal self-
governments with respect to undertaking of speté#sks, availability of
resources for financing the tasks and the quafitpals for development
planning. These determinants will be discussed ha subsequent
sections of this chapter.

16 Rzeczkowski K.,Gmina jako podmiot polityki komunalpeprint from No 3 of
a quarterly publication ‘Samagd Terytorialny’, Warszawa 1938. Reprint by
Przemiany, Warszawa 1990, p. 14.
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1.1. Profile of local finance sector in Poland

1.1.1Self-governments — scope of competences

The legal acts in force which regulate the acegitof territorial self-
government in Poland are based, to a large extantast experiences of
the western Europe countries. In practice the wfeself-government is
implemented by delegating managerial mandate toldivest possible
level of authority. Responsibility for public issushould be in the hands
of such organs which, distance wise, are the ddseseoplé’. Among
local government units in Poland extracted as tesult of the
administrative reform, the communes and their urlbaonterparts -
municipalities have been granted the most power.

A commune is a basic unit of local governn&niThe origins of
other units of local government can be found ieveht legal actS. The
consequence of establishing a commune as the bagiof territorial
division of a country, was granting the local auitwes the widest scope
of competences with respect to impacting local ieffas well as the
largest budget. The scope of competences of lamadrgment in Poland
is regulated by two elementary legal acts:

* Act on commune self-government,
* Act on distribution of responsibilities and competes determined in
specific laws between the state and local govertihen

The above mentioned acts list the following affa@issbeing within
exclusive competence of the communes:

o gpatial order, real estate management, protectién natural
environment and water management;

* management of communal roads, streets, bridge®yahisation of
traffic system;

» waterworks, water supply, sewage system, dispaamgtreatment of
waste water, maintaining cleanliness and order, ntaming of

7 The European Charter for Local Self-Governmernifiedt by Poland on 26 April
1993, article 4, item 3.

8 The Constitution of the Republic of Poland of 2rihp997, article 164, item 1.

19 Act on voivodship self-government (Journal of Lawfs1998 no 91 item 578) and
Act on powiat self-government (Journal of Laws 698 no 91 item 576) which
regulate the statute and competences of local Htiéso

20Act on distribution of responsibilities and competes determined in specific laws
between the state and local governnm{@atirnal of Laws of 1990 no 34 item 198).
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sanitation, landfills and disposal and treatmenta@nmunal waste,
supply of energy, heat and gas;

» telecommunication activities;

* local public transport;

* health care;

» social welfare including care centres and facsitie

* local housing development;

* public education;

» culture i.e. libraries and other cultural instituts as well as protection
and conservation of cultural and religious sites;

» physical education and tourism, recreational arsasst facilities,
marketplaces and market halls;

» greenery and forestation;

» communal cemeteries;

* public security and public order, fire safety, fibgorevention
including the supplies and maintenance of flooalst@nd equipment
storage facility;

* maintenance of public utility and administratiocifdies;

» pro-family policy i.e. providing social, medical &regal care for
pregnant women;

» support and dissemination of self-government idea;

* promotional activities;

* cooperation with non-governmental organisations;

» cooperation with local and regional communitiesrfrother countries.

The statutory own tasks assigned to communes emlalb@aspects
of communal activity. This offers local authoritieswide scope of
possibilities and freedothto create local development which, at the end
of the day, considerably impacts the living staddasf residents of the
commune. Local authorities are entitled to shapeditions for
functioning of entities active in a given area, niyathrough provision of
public goods and services, whose wide availabifitpact the scope of
consumption and development of entrepreneurshighan area. By
providing access to goods (e.g. infrastructure) pmblic services (e.qg.
promotion, counselling) local authorities can aafitv entities
economically engaged in the area. As the consegu&eev work places
are created and local households are offered bettgisumption

2L within the legislation in force.
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opportunities not only in the form of public goodsit also as
opportunities facilitating development of entrepgrership within desired
fields.

Local governments in the EU countries dispose ofilar powers
and bear similar responsibility with respect tostheowers as local
governments in Poland. The powers include competendgthin local
spatial economy and management of assets belongittte commune,
liability for functioning of primary schools and &léh care system,
condition of local roads, organisation of traffitceothers?.

A commonly applied principle in western Europe doies and also
in Poland is the presumption of competences dedegtat a commurié
with respect to public affairs of local nature neiserved for other
entitie$?. Smaller territorial units are usually inhabited/ nore
homogenous communities which makes the satisfaofimeeds so much
easief°.

Thanks to the principle of presumption of compegsncthe
commune may, on adaily basis, react and help memobk a local
community in unexpected situations provided for emthe laws. The
reaction time is shortened to the minimum and tlotioas are
realistically adjusted to the needs arising unetqudg. Decisions of
local authorities become more flexible what hasm@salerable influence
on creation of opportunities aimed to improve théng standards of
local residents and the efficiency of expendituferesources at the
disposal of local authorities.

Apart from own tasks assigned to communes by legas, the
communes frequently take over duties which are noftgthin the
competence of government administration. The teansf these tasks is
possible on the basis of mutual agreements or kgal Such solutions
are used in order to achieve higher efficiency pergling public

22See: Gmina w wybranych pstwach Europy Zachodniej. Jeewski (ed.), the
University of Wroctaw, Wroctaw 1995; Dolnicki BModele samokau terytorialnego
w Europie iw Polsce Wydawnictwo Andrzeja Abramskiego, Katowice 1994;
Niewiadomski Z..Samorzd terytorialny w Europie Zachodniej: podstawoweoczahia

i modele Foundation in Support of Local Democracy, Warszd®90.

2%Commune, borough, district, municipality i.e. the@snbasic unit of administrative
division of a country called differently in diffemecountries but for this publication the
author assumed the terrommunewhich in case of towns and cities is referred to as
municipality.

24 Act on commune self-government (Journal of Lawsl8B0 nr 16, item 95).

25 Stoker G., The politics of local government, Maltami, 1988.
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resources. Awareness of local authorities with eespgo the needs
occurring in agiven area seems to be bigger. Maneo local
government structures are prepared to render ssruica more efficient
way. Taking over tasks from central administration the basis of
mutual agreements may contribute to conscious shapi competence
area of local authorities in a way which increabespossibility to shape
the key conditions for functioning of entities beding to a local social
and economic area. It may, however, pose a thifeakeessive burden
put on the local structures of administration. @p bf that, the aét
assumes that handing over tasks commissioned bygdvernment
administration must entail transfer of financiasaarces in volumes
sufficient for the execution of these tasks. Thmsuallocated for self-
governments to execute tasks commissioned by lagv wsually
insufficient. Moreover, these tasks are likely &ldmg to the obligatory
group, thus they are related to the fixed expensése budget. As it was
mentioned before, the financial resources transfiefor tasks execution
are often insufficient, what brings about the nseitgsto activate
additional resources from the communal coffer lmahsdepletion of the
local budget hinders the process of shaping cantticritical for local
development by means of budget expenditure.

Taking into account both content based legitimaagyd ahe
legislation in force, the most critical decisioreferring to framework
conditions for development of a commune, and atgame time, for
raising the living standards in the area, are enlthnds of commune self-
governments. Decisions which correspond to theepeates of majority,
should generate better opportunities for develo@atyities which, in
the long-term, improve the living standards of tbeal community.
These possibilities should appear in the form dblipugoods i.e. they
should be widely available, useful for most membefsthe local
community and should not have competitive apploceti

Execution of local government tasks, as aruleuireg bearing
certain costs. Hence, the quality of performancdooél authorities to
a large extent depends on relevant financial datssiconcerning the
structure of communal budget expenditure, whichtum should be
adjusted to the needs and preferences of the ¢ocamunity. In order to
form an opinion about the extent to which self-goweents

26 Act on commune self-government (Journal of Laws1800 No 16, item 95, article
8, point 3).
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appropriately use their scope of competences, ¢iahiconditioning of
independent decisions should be examined as welmashanisms
shaping the structure of budget expenditure innanaane.

1.1.2]1 egal and financial conditioning of decisions takerby local
authorities

In the decentralised system of public authoritgtribution of public
resources is delegated to the lowest levels of poveeal authorities are
responsible for 11,1% of public expenditure in Ehgopean Union with
respect to GDP. The highest ratio of GDP redistribution carriag by
self-government can be found in Denmark (35,7%).edm (25%)
and Finland (23,6%); while the lowest was recordedvalta (0,6%),
Cyprus (1,6%), Ireland (2,2%) and Greece (3,4%)Pthand this ratio
comes above the average of the European Union reesinthe volumes
of expenditure incurred by local governments inaRdlare presented in
Chart 3.

Chart 3. Expenditure of local government units between 2003 and 2015.
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Source: Own work based on data from Central SiedisOffice (www.ec.europa.eu),
reports of local budget execution for the perio®26 2015 submitted to the Ministry
of Finance (www.mf.gov.pl) as well as Central St@tal Office reports

(www.stat.gov.pl) on the volumes of GDP.

27 Data for 2015 based on EUROSTAT: www.ec.europ@leigiven ratio refers to 28
EU Member States.
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The reason behind falling ratio of self-governmexpenditure with
respect to GDP is to be found in lack of partidgatof local authorities
in direct taxes, which are the most susceptiblehitanging economic
cyclegs. It seems however, that the evolution of the Poligstem of
public finance is moving towards granting locallearities a wider scope
of competences and more freedom with respect tsidas on how to
dispose of public resources. These changes weagmated in the Act on
incomes of local government urfits Pursuant to the Act the funding
streams for local governments were increased. T¢tanAforce between
2004 and 2006 was meant to serve only the transgériod, in which
communes were to adjust their organisational sirest to the new
system of feeding local budgets in order to enfbtber decentralisation
of competencé8. However, the regulations contained in the Acteraf
being tried and tested, proved to be durable aveé h@mained in force
ever since.

The communes have been granted a wider scope opetentes
than any other territorial category and in consegaehe largest amount
of financial resourcés The additional areas of responsibility and
increased volumes of financing sets the bar relaigh for the local
governing bodies responsible for assuring high iualf expenditure.
Provision of efficient outflow of local resources mot possible without
application of mechanisms maintaining proper retai between the
structure of development preferences of a givealloommunity and the
structure of budget expenditure as well as effectallocation of
resources towards identified goals.

%8See:Zabka A.,Wplyw cyklicznych watiakoniunktury na dochody J9ih:] Polityka
rozwoju regionu. Koncepcja — procedury administipey— FinansowanieK. Malika
(ed.), Akapit, Opole 2010, pp. 203 — 225.

2Journal of Laws of 2003 Nr 20, item 1966.

30 7abka A., Ksztaltowanie bugktéw gminnych w Polsce swietle obowizujgcego
prawa, Bielsko-Biata School of Banking and Finance, Bkel-Biata 2004, p. 136.

31 More in: Mrowiec P., Btachut M.Wplyw systemu podatkowego na rozwdj oraz
funkcjonowanie jednostek samgim terytorialnego na przyktadzie gminy Czechowice
—Dziedzice w latach 2004 -200@n:] Znaczenie podatkéw dla funkcjonowania sektora
publicznegoH. Kuziaska (ed.), Bielsko-Biata School of Banking and Fice, Bielsko—
Biata 2008.
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Table 1. Expenditure of local government units pef resident in 2015 (PLN).

Local City/towns with i ) -

government unit Communes| .;mmune rights Poviats | Voivodshipg

Revenue perl 5457 6g 551921 907,78 447,07
resident

Source: Own work based on report on budget exatdtiom 1 January 2015 to 31
December 2015. Information on execution of budgdtéocal government units, the
Council of Ministers, Warszawa 2016.

Special attention must be drawn to the issue odcéffeness of
financial economy to be achieved by communes. Th®ra need for
perfecting the already existing tools and develgpmew solutions
efficaciously supporting the processes of planrfingncial activity of
a commune and allowing to measure the results ef uhdertaken
financial activity.

In the analysis of revenues of local governmentsuone must pay
attention to the structure of the revenues becdhseallocation of
resources can be easily impacted by the decisikemaTlhe structure of
budget revenues of respective local governmentsusitpresented in
Table 2.

Table 2. Structure of revenues of local governmentnits in 2015.

Local government unit Type of revenue Share in }g:)?l revenues
Own revenue 48,2
Commune Subsidies 31,0
Grants 20,8
Own revenue 29,9
Powiat Subsidies 44,5
Grants 25,6
Own revenue 39,1
Voivodeship Subsidies 16,4
Grants 44,5

Source: Own work based on the report on executfobudgets of local government
units in 2015 (www.mf.gov.pl).
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Own revenues and subsidies can be spent on anysglmted by
local government authoriti# but the resources allocated as targeted
grants must not be spent on a goal different thargbal specified by the
organ who transferred the money. Therefore, tadygrants are often
referred to as ‘flagged’. Failing to spend the vehamount of a targeted
grant results in the obligation to return the umus®ney to the authority
which transferred the grant.

The structure of revenue sources in case of a coranmdicates
higher financial independence than in case of pswaad voivodeships
where the targeted grants constitute much highggstion of revenues,
thus the destination of the resources is already+dptermined. In
communes the prevailing source of income are owmemees which
allows local authorities to decide about the digetd in which the money
is spent. Therefore, from the point of view of t@umes of financial
resources which remain at the disposal of locakgawent units as well
as the structure of revenues, the communes beaighest responsibility
for the conditions and standards of living in theeial and economic
areas under their management.

In accordance with the changes proposed by theategdvernment
with respect to financing local government unifge@al emphasis is put
on strengthening the financial injections from owavenues which
should result in bigger influence of local autheston the generated
income.

Considering the issue of the impact the communt#iaities have
on the directions of allocation of financial resoes at their disposal, one
must not ignore the issue of determination of thet pf the expenses
incurred. The analysis of financial statements areg by the communes
leads to a conclusion that a considerable propodiahe expenditure is
made up of investment which is qualified as flegibkpenses. The share
of expenses on investment in the total structuréocdl expenditure in
2015 is shown in Table 3.

32 The audit of disbursement of resources is cawigichnly with respect to the criterion
of legality i.e. compliance with the law in the pess of financing particular activities.
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Table 3. Structure of communal expenses in 2015 kken into categories.

Specification Share [%)]
Total expenditure: 100,0
Asset-related expenditure including: 16,6
investment expenses 16,2
Current expenses 83,4

Source: Own work based on the State Budget Refrorth(1 January to 31 December
2015). The information on the execution of the laggavernment budgets, The Council
of Ministers, Warszawa 2016.

Investment expenses constitute a considerable gropoof total
expenditure from the communal budget. It shouldebghasized that
a certain part of current expenditure in a locald®i consists of flexible
expenses which give decision makers freedom ofcehsd as to the way
these resources are allocated.

The tool for evaluation of efficiency and purpodeéss of budget
disbursement must apply both to fixed and flexitdepenses. In
allocation of flexible expenses local authoritiegog full freedom with
respect to the directions and ways of utilisatiérpablic resources, as
regards fixed expenses, the scope of free choicrich more limited. It
does not mean, however, that in case of disbursemiemesources
determined by applicable laws and other regulationsin case of
disbursement of subsidies, the solution of efficlemeasurement does
not apply. Allocation of resources towards a cledefined direction, as
it happens in case of targeted grants, may causealer or bigger
change in a given area depending on the chosemthethexecution of
the task.

In case of a vast majority of fixed expenses therstill space for
improvement in the efficiency of their allocatiohhe improvement is
particularly expected in the education and socielfave sectors which
absorb the biggest part of local budgets. The imgmeent may be
achieved through modifications in the structure eshployment and
raising the qualifications of personnel.

Taking into account relatively high proportion aflpic expenditure
in relation to GDP (average of 48.86%n OECD countries) as well as
a likely tendency to increase public expenditupecgal attention must be

33 EUROSTAT data available at www.ec.europa.eu
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drawn to efficient allocation of public funds. Aeking a satisfactory
level of allocation of public funds will not be mmisle without
application of state of the art solutions that hé&dp coordinate the
resultant preferences of local communities with #tecture of local
expenditure.

1.2.Budget planning: paths of gear ratio between prefances
of local community and the structure of budget expediture
in a commune

Delegation of a considerable part of powers toaregi and local
authority members and dividing liability for consemces of the
decisions taken on different levels increased th&eling of
responsibility for the level of living standards riespective communes.
Accepting this responsibility by local decision reek brought about the
necessity of efficient and creative managemeniranicial resources at
their disposaf. To enable the realisation of the above mentioned
postulate it is necessary to implement appropriatechanisms
supporting financial management of public resourgesumber of tools
currently in use by local authorities was borroweain the business
practice. The division of planning with respectitae horizon into short
and long term plannirfg commonly used in the business sector, also
works well when applied to local government units.

The literature devoted to management concentrastsem on
dividing planning between different levels of compa structure.
Strategic planning is assigned to the highest dkecuevel while
operational planning is the domain of lower leveldthin the
organization. Such division does not rule out theristerm - long-term
approach. One should be aware that the higheretred in the company
structure the wider scope of management marftiad the top of the
organization the goals become more complicated taedefore, it is
necessary to arrange their realization in the lemgy perspective. It can

34 Krynski Z., Zarzgdzanie rozwojem gminfin:] Od administrowania do zagdzania

w gminie i powiecie, materiaty pokonferencyjibe Academy of Podlasie, Siedlce
2001.

% Jaruga A., Nowak W.A., Szychta ARachunkow& zarzdcza. Koncepcje

i zastosowaniaAbsolwent, £6d 1999.

36The scope of management is understood as the numflgople and departments
directly reporting to a given manager. Stoner deefan R., Gilbert DKierowanie
PWE, Warszawa 2011, p. 309.
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be said that long-term planning corresponds tdegra planning while
short-term planning to operational planmhgApart from the two

planning horizons mentioned in literature on thpid®, there is also
athird, middle category — tactic planniigwhose override plan is
strategy. Tactic and operational plans must be Idped in line with

a clearly defined strategy.

1.2.11 ong-term planning

The plan which reflects long-term goals and intmgi of local
authorities is called local development strategyoféssional literature
treats this strategy as atool for managing locetbpment which
specifies priorities in the development and a sege®f steps which will
assure realisation of the developmental g8afs. Kozminski*! provides
a broader definition of strategy adding the elemeihdeployment of
a unit in the environment. The strategy of an oigmtion must be based,
on one hand, on the potential within the orgarmsaitself and on the
other, on the external conditions surrounding tlgaoisation. Unlike the
strategy of a business enterprises, the stratetpcaf development must
take into account not only economic progress bsi a@evelopment of
social and ecological spheres. From the perspeaivea commune,
a sustainable development means reduction of gispiions between
respective spheres of social and economié?lifeherefore, the number
one postulate for the decision makers on localllexe are planning
budget expenditure, ought to be adjusting the &iraof expenses to the
needs addressed by the local community. As merdidmefore, the
instruments of planning expenditure currently ie de® not guarantee the

37 E. Hellich uses the following terms: perspectivanping, multiannual planning and
current planning. Hellich ERachunkow&’ jednostek samogdowych Difin, Warszawa
2000.

38CompareZarzdzanie. Teoria i praktykad. Kozminski, W. Piotrowski (eds.), PWN,
Warszawa 1997.

39 Kozminski A.K., Piotrowski W.,Zarzdzanie. Teoria i praktykaPWN, Warszawa
1997; Compare: ¢3ki W., Zarzgdzanie zréwnow@mnym rozwojem miastArkady,
Warszawa 1999.

40 Klasik A., Lokalny rozwoj gospodarczy i metody jego budowafie] Gospodarka
lokalna w teorii ipraktyce z. Nr 734, the Academy of Economics in Wroctaw,
Wroctaw 1996, p. 30.

41 Kozminski A.K., Piotrowski W.Zarzdzanie.. op. cit. p. 163.

42 Kot J., Zargdzanie rozwojem gminy a praktyka planowania stria@twego the
University of Lod, £6dz 2003, p. 155.
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fulfillment of this postulat®®. The solution proposed by the author
embodies the relation between the structure of mdipge and
expectations of local residents through applicatednthe model of
validity factors (9** that determine the significance and necessity to
undertake certain actions in order to increasddbel of satisfaction of
development needs in a given area.

1.2.2 Strategic planning in communes

In accordance to guidelines issued by the legisldbe only units
which are obliged to prepare development strategiesvoivodshig$.
However, strategic planning plays avery importaole also in the
system of commune management. Therefore, a greatbew of
communes chose to develop and adopt their own Ideaklopment
strategy.

The first step in the process of strategy prepamas the analysis of
the organisation i.e. the commune as well as itaediate environment.
This analysis is usually conducted by means of SWaddef®. The
social and economic area under analysis is treased whole (e.g. the
development strategy for the City of KrakByv Still, a more detailed
analysis is possible if each individual constituefitan organisation
(commune) is studied separately.

It should be assumed that local management is @gsoin which
local government authorities influence the managetity in order to
achieve the expected gd8isFor instance, the SWOT analysis conducted
in Gliwice during the process of preparing the latavelopment strategy
included examination of strengths, weaknesses, rogpptes and threats
in the following ared$:

* society,

43t is proved by the analysis conducted in the sext-sections. See subsection 1.2.

44 See sub-section 4.2, p. 110.

45 Journal of Laws of 1998 No 91, item 576, Chaptearticle 11, item 1.

46 More on SWOT analysis in: Obtdj KStrategia sukcesu firmyPWE, Warszawa
1993, Gierszewska G., Romanowska Mnaliza strategiczna przegbiorstwa PWE,

Warszawa 1998.

47 Attachment No 1 to Resolution XXXI11/235/99 of Kaw City Council of 20
October 1999.

48 potoczek A.,Zarzgdzanie lokalne iregionalndin:] Od administrowania do
zaryzdzania w gminie iw powiecie, materialy pokonfesgne the Academy of
Podlasie, Siedice 2001.

49 Strategy of development of the City of Gliwice #002-2022.
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e economy,
» protection of natural environment and spatial ecoyo

The next important step in the construction of lodavelopment
strategy is determination of the mission of the same or municipality.
The mission of an organization is a fundamental @amdue state of the
future towards which the organization is strivinghe mission is
a general statement of the most elementary intesifioThat is why
missions in the strategies of communes are formdlat a very general
way, they only highlight the most important aspoas of a given
community*. And so, the mission of the City of Krakow is:

‘Strengthening of metropolitan functions of Krakés a European
centre of culture, art, science, tourism, servie@sl modern industries
and on these foundations creating conditions fornticwous
improvement of the living standards for the cit&eh

The mission of the development strategy of Gliweads:

‘Municipal authorities are striving towards provisi of the highest
possible standards of living for the citizens oiwBle through creation
of favourable working conditions, offering persondevelopment
opportunities which correspond to the needs andirapns of the
residents and strengthening the competitive pasiticthe city >®

In case of the town of Bielsko-Biata local authiest have not
formulated a mission but a general direction ofedeyment:

‘Shaping the town of Bielsko-Biata — the capital Rddbeskidzie
region — as a multifunctional area with high livigandards and high
dynamics of economic development; a place wheterhuscultural and
ecological values are protected and treasured,ax@lopen to investors,
tourists and international cooperation, a place whosignificance on
domestic and international arena is constantlyrigf'.

50 Kozminski A.K., Piotrowski W.Zarzdzanie.. op. cit. p. 202.

5IMore in: Mrowiec P., Btachut MRola strategii w rozwoju gminyin:] Nowoczesn
przemystu i ustug w warunkach kryzysu i nowych wayzw. Brzdska, J. Pyka (eds.),
Scientific Association of Organisation and ManagethEatowice 2013.

52 Attachment no 1 to Resolution no XXXI111/235/99 ajit.

53 Strategy of Development for the City of Gliwice féears 2002-2022.

54 Strategy of Development for Bielsko-Biata untill) Resolution of the City Council
LX11/825/98 of 16 Junel1998, p. 59.
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It is worth noticing that authorities of all citiepioted above have
one common goal — achieving better living condi@md higher quality
of life for their residents.

The last stage in the process of creation of deweénmt strategy is
determination of priorities and strategic goals séagealisation must
guarantee the success of the strategy and, congbguseistainability of
local development.

Strategic goals should constitute a detailed reéfiecof the mission
of the commune — the way in which the mission Wdlaccomplished. In
the majority of communes the strategic goals ammtitated in a similar,
general, manner as the mission in the updatedegiradf the city of
Gliwice® in which the priorities are stated as follows:

» construction of modern business facilities;

* raising the living standards of local residents;
» development of metropolitan functions;

» enhancing the attractiveness of public space;
* building of civil society.

It seems, however, that goals which are too gemaratot contribute
to the realisation of the strategy. The seconduaist mentioned above
i.e. raising the living standards of local residewtas also quoted earlier
as an integral part of the mission statement irelbgment strategies. In
such acase strategic goals cannot constituteeeerefe for detailed
description of activities because practically eaattivity may be
substantiated by a goal formulated in this ways & source for conflicts
rather than a solution. Therefore, the prioritieerev clarified by
formulation of strategic goals. For instance, irseceof the second
postulate, three strategic aims were identtfied

* high living standards much above the average of Hilesian
Metropolis, corresponding to the standards of 4viim other European
cities;

» special attention paid to citizens who have limitekdances for
personal development;

5 Strategy of Integrated and Sustainable Developrfemthe City of Gliwice until
2020. Update. Attachment to the Resolution no X8/2911 of the Gliwice City
Council

on 22 December 2011.

56 Ibidem p. 23.
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* economic and settlement development which doesntetfere with
ecological development.

When the goals are formulated in this way therenaréloubts so as
to the preferred directions of local development.

In the process of creation of local developmenategy it is
necessary to consider a number of variables whigy mmpact its
successful implementation. Among these variableaknesses and
strengths of the organisation — the addressee eofsttategy- must be
taken into account as well as conditions of theapigation’s immediate
environment. The immediate environment is assesgdu respect to
opportunities and threats but also with compatipbilvith strategic plans
on higher levels i.e. voivodshis Another factor which should be
reflected in the goals of a strategy is the pro@ifepreferences of the
community members residing in a given social amzhemic system. In
all the mission statements quoted above the authers consistent with
respect to the overriding goal i.e. improving thenly standards of the
local community which is a continuous process ocheand every stage
of development of a given area. The improvemeniving standards is
agoal which may be achieved as aconsequence ef attopted
development strateg¥ When it comes to this particular goal, it seems
obvious that citizens should be involved in workiagt this part of
strategy®. Approval of the local community with respect he tstrategic
goals written down in the strategy increases thences of successful
implementation of the strategy. Participation dfidents in preparation
of local plans is required not only in the proceggreating the strategy
but also in preparation of long-term and short-tgstans. Moreover,
enhancing the plans with tools of assessment feir thalidity and
efficiency and with methods of measurement of tbieieved results as
well as publishing financial statements, calls dogater attention on the
part of policy makers. At the end of the day, difex planning and

57 Formally, voivodship is not a superior unit forteommune, however in order to
assure sustainable development of the whole reggoals and directions of
development written down in the strategy of voivagsshould be reflected in the
strategy of the commune.

58 Attachment no 1 to Resolution no XXXII1/235/99 thie City Council of Krakéw of
20 October 1999.

% As presented in the analysis in sub-section J8en direct elections to local
government structures do not guarantee that theatations of local residents will be
reflected in strategic goals of this area. In lighthe theory of public choice, the level
of connection between expectations and strategitsds purely coincidental.
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measurement of the satisfaction levels in a locahraunity should
become an inherent element of managerffent.

A strategy as along-term plan ought to embracéimwiits scope
a period of between ten and twenty years. Theegtyabf the Silesian
Voivodeship has a span of 17 years; the aforemeedicstrategy of the
city of Gliwice has been designed for 20 yearstrategy is a document
which must remain unchanged during the whole pesiocalidity of this
strategy. Therefore, it is critical that the goale designed appropriately.
Stability of strategic assumptions over the whodeiqn translates into
stable conditions of implementation of the strategy

1.2.3Tactical planning

Strategic goals determine the scope of tasks aw@asours i.e.
detailed goals of lower categbtyThe objective of tactic planning is the
analysis of available solutions for achievementstrategic goals and
determination of the most appropriate courses tibté.

A typical example of tactical planning on the conmalulevel are
long-term investment plans i.e. documents apprdweargans of local
government units which contain a list of investnsebtoken down by
various criteria. These investment tasks are writtown in the
development strategy of aregion and must be egdcut accordance
with a schedule of works and funding scheme fopeetve years of the
plarf®. Tactical plans usually embrace periods betweém @ years e.g.
the horizon of long-term investment plan which céenpents the
development strategy of the city of Gliwice covéirs period of 4 years.

Unlike development strategy which is rather of kEdsmature,
tactical planning should be more dynamic. Tactiglns in dynamic
aspect are usually built upon the rolling budgethod. In this type of
budgeting the consecutive budgets refer consisteéath fixed perioff.
A rolling budget calls for considerably more mamnaget attention and
concentration on the upcoming period and the négegs introduce

60 Kaniecka A.,Rachunkowé* a zargdzanie finansami publicznyrfin:] Gospodarka
finansowa samorlOw terytorialnych, Conference materials no Blielsko — Biata,
1998.

61 Kozminski A.K., Piotrowski W. Zarzdzanie.. op. cit. p. 50.

62 Kot J.,Zarzzdzanie rozwojem gminy op. cit. p. 88.

63 pakaiski K., Zarzzdzanie finansowe i strategiczriEraining materials of the Agency
of Communal Development, Warszawa 2003, p. 44.

64 Swiderska G.K.Rachunkowé zarzdcza i rachunek kosztow2, Difin, Warszawa
2002.
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corrections on regular bases. This approach altoveempare the actual
results with more real target volurigs

Image 1. Quarterly rolling budget.

Q3/Y1

Q4/Y1

Ql/Y2

1

! 1
| 1 |
; ! !
Budget in operation as of 1 January Year | i

_________________________ L= =
[

' Budget in operation as of 1 April Year |

e e o e

: Budget in operation as of 1 July Year |

Source: Own work based on Drtina R., Hoerger ShaS8b J., Continuous Budgeting at
The HON Company, ‘Management Accounting’, Janu&96l

As regards the application of the rolling budgetaantical planning,
the quarterly period of updating plans seems tarjastified due to the
fact that the period of budget update is too shdotvever, the quarterly
period is not obligatory. A better approach fortthmatter could be rather
the so called ‘milestone’ method which highlightates of events
important for the project. When it comes to long¥tenvestment plans,
the milestones may denote completion of particidaestments written
down in the plan. Upon completion of a given inwesit the officials
responsible for development and implementatioracfi¢al plans, would
have to review the new situation taking into ac¢dbe changes made in
the environment as the result of completion of timgestment and
introduce any necessary corrections in the investnptan. In this
manner long-term investment plans could be welustéd to changing
environment which is impacted both by planned itwesits as well as
independent factors.

1.2.4. Operational planning

Operational plans whose time horizon does not ektee period of
one year is of special importance for local govezntrunits. Preparation
of operational plans is obligatory on each levelaafal administration.
The statutory provision deploying the communal ecoy in the budget
strengthens the position of this particular typg@lahning. The budget of

8 Jaruga A., Nowak W.A., Szychta Rachunkowé’ zarzdcza...op. cit. p. 596.
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a commune is passed for each calendar year. Tlieofrthe budget is
prepared by the management board and completedinf@iimation on
communal assets and relevant explanations. ltisgted to the Council
no later than on 15 November of the year precethegfinancial year,
a copy of the draft is also sent to the Regionalcdating Chamber. The
procedure for passing this bill as well as kindsl apecificity of
information materials accompanying the draft iscsped by the Council.
Until the adoption of the budget but no later tlten31 January of the
financial year, the foundations for the budget @roy of a commune is
the draft of the budget submitted to the decisi@kimg body of the local
government untf. The voyt (mayor) is responsible for assuring
appropriate financial management of the comrfiine

The budget of the commune assumes expected revasuasll as
expenses to execute own and commissioned tdsks.budget inflows
and outflows may be consciously shaped by the lagtdorities which is
one of the key instrument&maining in their possession allowing for
impacting local economic developmeRbllowing the reforms in public
administration system, Polish communes operateh@n ftee market
economy It means that budget expenditure and revenue nmalahte
and continuity of investments in infrastructure e assured in order
to provide development and competitive advantagereMand more
popular are such methods which support flexiblésation of resources
and allow for realisation of tasks well within trechedule and at
minimum costs.

Local government budgets are prepared on the bab&lance sheet
method. This method assumes juxtaposition of soar economic
needs expressed as expenses and resources nedesbatgnce these
needs expressed as budget revetfues

The dividing line between two budget philosophiessr between
incremental budgeting and zero-based budgeting.

66 Act of 27 August 2009, Journal of Laws of 2009 N&Y, item 1240 article 239-240
as amended.

57 Act of 8 March 1990 on commune self-governmenti{dal of Laws of 1990, no 13,
item 74).

58 Hellich E.,Rachunkowg’ jednostek. op. cit. p. 109.
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1.2.4.1. Incremental budgeting

In incremental budgeting plans for each consecyier@god are made
on the basis of corresponding volumes from the qaieg periods. The
philosophy includes the following methods:

» extrapolation method,
* ratio method,
* expense normalisation.

The extrapolation method consists of statistic awdbnometric
methods and techniques which on the basis of assefieconomic time
variables allows to determine trends for future nges in order to
formulate forecasts concerning the shape of thekenes in the planned
period®. Application of this method in the process of pliang the budget
expenditure structure has been gaining populamityaland. The budget
for each consecutive year is developed upon the@qare year budget —
necessary corrections are made with respect tovohemes resulting
frory0 implementation of this budget, rates of inflat increased costs
etc.

The ratio method uses different types of relatioaips, indicators
and norms to determine certain measurable valudhe ratios are
usually calculated on the basis of historical data.

A very specific method of planning expenses is radisation of
their volumes. The norms are determined in awayicyy for all
incremental methods i.e. on the basis of histortzth. Normalisation
was commonly used in the centrally planned economyhich norms
for budget expenses were based on central sodat@anomic plan and
transferred to lower levels of territorial divisioof the country for
execution as budget nofés

An advantage of incremental planning is the sinigliof preparing
consecutive budgets. Still, this solution is undeong criticism. The
ratios and relations applied in incremental techeggembrace volumes

69 Kruszczyiski S. Polityka ekonomiczna i planowanie gospodarki nameep Pozna
School of Economics, Pozihd970. Compare: Sokotowski BRPolityka gospodarcza
published bySlask, Katowice 1966.

70 Debska A., Kuchmacz J., Sido-Gérowska H.Budtetowanie i kontrola buigktowa
w przedsibiorstwach ijednostkach samgdu terytorialnegp Kantor Wydawniczy,
Zakamycze 2002.

" Kruszczyiski S.Polityka ekonomiczna.op. cit. p. 136.

72 Komar A.,Finanse gminPastwowe Wydawnictwo Ekonomiczne, Warszawa 1977.
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which may include both economic facts well-foun@ed purposeful but
also undesired and even harmfulA budget determined by means of
incremental method is not free from these undesied harmful
elements. On top of that, a phenomenon which guiatly observed in
practice is spending all the money by executivgandess of the reason
and purpose for fear of having the budget redunetthé next period.
Another serious drawback of incremental planningnability to explain
reasons behind unfavourable occurrences. It sHmikemphasized that in
practice only deviations from the original plan asebject to audit.
Failing to determine these deviations equals latkcantrol®. This
problem was also recognized by W. Mgiwho pointed to the absence
of links between public expenditure and ratios shgwthe scope of
subsidized public tasks and ratios measuring quaitandards.
According to W. Misag, this is the biggest departure from the principle
of transparency of public finan Using this kind of planning
techniques is highly inadvisable especially in ttenditions of deep
social and economic transformations and in the ogerof rapid
development of acountry. Due to technological ardanisational
progress the methods of budget economy and itdtseste drastically
transformed’.

1.2.4.2 Zero-based budgeting

A group of methods which assumes a radically dgfiémapproach to
expenditure planning is the zero-based philosopimg most frequently
used method in the activity-based planning prodssactivity-based
budgeting. The essence of this type of budget codwmsn to the
following principles:

» from planning expenses necessary to sustain fumogo of
institutions to planning necessary costs of tagicaion;

» for particular tasks financed from the budget it necessary to
determine the required volumes of quantitative gudlitative ratios
which ought to be achieved in order to settle egpsenregarded as

73 Kruszczyiski S.Polityka ekonomiczna op. cit. p. 138.

7 Swiderska G. K.Rachunkowé zarzydcza Poltext, Warszawa 1997.

s Swiderska G.K.Rachunkowé’ zarzdcza i rachunek kosztoéwop. cit. pp. 11-75.

76 Misiagg W., Czy finanse publiczne w Polsegjawne i przejrzysteBiuletyn Finanséw
Publicznych 4(16)/2005.

"7 Kaleta J, Planowanie butbtowe PWE, Warszawa 1982.
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purposeful and efficient) foreseen in the budget égecution of

a given task.

The fundamental differences between incremental zerd-based

budgeting are presented in Table

4.

Table 4. Differences between incremental and zercalsed budgeting.

accordance with the rule ‘includ

e’ between a number of services

or ‘not include’ in the budget

costs levels

Incremental Zero-based

« starting point for planning is the starting point for planning is not
existing base (past) burdened with the existing base

» costs and benefits are evaluatedcosts and benefits are evaluated| for
only for new activities the whole (full) activity

* money volumes are the starting goals and different forms of activity
point for planning are the starting point for planning

* new approaches are not verified asnew approaches are rigorously
an integral part of the process verified

e the result is proceeding |m as the result there is a chojce

Tnd

Source: Stonich P. J., Zero-Base-Planning and Birdgemproved Cost Controls and
Resource Allocation, Dow Jones-Irwin, Homewoodndis 1977, p. 4.

The most popular methods of budget expenditurenptgnbased on

the zero-based principle include:

* planning, programming and bu
» selection of goals,
» cost-benefit analysis.

dgeting system,

In the planning, programming and budgeting syst&RBS) the
three phases of execution of the budget draft are:

» planning phase- identifications of costs and results of the tefyac

goals,

"8Mlisiag W., Planowanie buibtowe w samogzlach Municipium, Warszawa 2005,

p. 115.
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» programming phase- all activities related to preparation of detdile
packages of programmes through which particulaisgege to be
achieved. In other words, it is translation of t&gic goals into the
language of execution in accordance with the sdeedof
implementation as well as material and human ressiir The
programming embraces a number of formal constituent

- hierarchical structure of programmes — the prograsnare
classified pursuant to their significance. Moreouarthe same
process overlapping activities of particular unitf an
organisation are identified and eliminated and angountered
competence gaps are filled;

- budget statement — determination of volumes of nite
resources which may be allocated for problem sglvih helps
the budget makers concentrate on alternative gath®alisation
of goals and their evaluation;

- analytical studies — any research and analysistddvo a given
problem or task;

- programme memoranda — selection criteria, justifica of
analysis and alternatives;

- programmes and plans — information on funds availai the
past and projected for the future. The idea befimghcial plans
and programmes is combining current planning witadmm-
term planning with respect to allocation of budgstources.

* budgeting phase time and material inclusion of programmes i@ t
annual budget.

Attempts to implement PPBS in practice were madefhied as
they triggered increase in costs of the decisidintaprocess without
causing its sufficient improveméfit

The next method is the goal selection method (base budgeting).
Implementation of this method consists of four ety

» determination of alternative paths of realisatidbigoals and selection
of the best possible variant in the view of theisiea taking body;

7 Owsiak S.Budet wtadz lokalnychPWE, Warszawa 2002.

80 Komar A.,Finanse publicznePWE, Warszawa 1994, p. 77.

81 Giuchowski J.Buctet i procedura butktowa Wydawnictwo Sejmowe, Warszawa
2001.
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» preparation of the decision package appropriate thar selected
realisation process, the package is contained docament which
specifies the goal, methods of its realization, ¢bsts and benefits,
workloads and measures of effects;

» determination of the hierarchy of particular goalsich are achieved
through decision packages in accordance with dsicrgaalidity;

* juxtaposition of optional steps and chances ofrtheancing.

A significant weakness of this method is the la€lgeneral criteria
for shaping the tasks, therefore the method maydssl for purposes
other than the originally assumed. This can occherwless significant
tasks are assigned higher importance in order\e tieese tasks included
in the budget for policy reasdlis

In cost-benefit analysidvolumes of costs and benefits are compared
for each new undertaking or an undertaking alreaxger realization
which is to be considerably extended. For eachawarthe method
consists of:

 identification of all impacts of a given undertagir(positive and
negative) on all members of the society who maytiected by the
undertaking;

* measuring of costs and benefits in monetary aspect;

* recommendation to use a given variant if and ohiyis to bring net
social benefit i.e. total benefits will exceed taasts.

A very serious drawback of the cost-benefit analyand other
methods based on zero-based principle are hugeutliiés to evaluate
the effects of activities conducted by public auities84. An equally big
obstacle are difficulties to select and evaluateraative solutions which
already in initial phases of planning triggers alpem with
determination of the importance of particular atieg. The zero-based

82 Komar A.,Finanse..op. cit. p. 83.

8 Samuelson W.F., Marks S.&konomia menegrska PWE, Warszawa 1998.

8 Bozek K., Metody planowania bugétu a efektywn@ wydatkowaniasrodkéw
publicznych w jednostkach samgdm terytorialnego [in:] Samorzd terytorialny.
Zadania — gospodarka — rozwdjhrzanéw School of Entrepreneurship and Marketing,
Chrzan6éw 2001. The tool of the integrated ratioecbnomic growth in a region’s
potential proposed by the author of the presentligatibn embraces this problem
through relating the actual evaluation of the inygment in the satisfaction of needs in
a given area of social and economic life with theleation of the significance of this
improvement. See: p. 98.
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methods belong to the participatory, bottom up gradnich means that
employees at the lower levels of the organisatake tan active part in
the process of goals formulation and cut up thbg#dr their realisation
The bottom up process of budgeting despite a nurobeadvantages
may, in a number of cases, lead to inefficiency wlgen too much power
with respect to creation of budgets is passed deoviower level
executives. It can paralyze the coordination ofvdiEs of respective
units and as the result the managers of these omais pursue goals
which are incoherent with the goals of the orgaimmaas a whole85.
Another negative aspect of participatory budgetsa igrobability of
a budget gap through intentional increasing ofsostasks realisation or
lowering the revenues which allows to achieve goals smaller efforts
and, simultaneously, with much lower efficiency.

1.2.5. Expenditure planning in practice

The process of planning budget expenditure on #wsell of
a commune authorities is most commonly based orsthealled index
method. This method belongs to the group of increaieplanning
methods in which planning the expenditure side cbmmune’s budget
is based on the structure of these expenses ipattefinancial periods.
The structure of expenditure usually coincides wiie organisational
structure of the office. Each department or otheganizational unit
‘possesses’ its unique ratio in the sum of budgegieediture which
evolved from the experiences of distribution of feid resources in
previous periods. This particular characteristictlod method may be
considered in two ways. The experiences in planfiodggets which
generated the system of ratios give substantiéfipagion for the values
of the ratios in particular units and departmengsconsiderable
drawback of the method results from the very sarsiiic experiences,
the same mistake made a number of periods befoyebmaluplicated
over and over again.

Thus, in the subsequent budget year, a minimumafusources at
the disposal of a given organisational unit of toemmunal/municipal
authority shall not be lower than the sum deterahioe the basis of the
following:

8 Swiderska G.K., Rachunkowé zarzdcza i rachunek kosztow...op. cit. pp. 11-24.
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U, =w, xS,

where:

Uw — department’s share in the budget sum
W, — ratio for the department
S, — budget sum

The ratio assigned to a given unit may be adjusdtéue resources
granted in the previous period were not fully sglil. The new ratio is
calculated on the basis of the volumes which wetaally spent. The
effect of this system is defficiency of public rasces expenditure
especially at the end of a budget period. If agsalt of improperly
planned expenditure the unit still disposes of fiesources at the end of
the budget year, the resources are frequently spaolishly and
inappropriately only to keep the same quota inrné&xet planning period.
Moreover, the method does not allow to adjust tinecture of budget
expenditure to the hierarchy of goals represenyetthé authorities of the
commune and is not adaptable to changeable conglitim the
environment. When it comes to any kind of evaluatnd efficiency of
allocation of the granted resources, it does nadtes there are no set
goals. Basically, the only valid criterion for euation of allocation of
resources in a given unit is the utilization of tileole amount within the
set period. The effect of application of incremémathods on the board
level is the fact that changing environment coodsi are not reflected in
the structure of budget expenditure.

A very popular budget planning method frequentlyedusby
communal and municipal authorities is combining-@meental and zero-
based approaches. In the initial phase of disiobutof resources
between various units, the ratio method is usedfdrutlevelopment of
specific goals the zero-based approach is preferfé@ incremental
planning seems to have been completely abandonael.a@sumes that
the link between planned volumes of expenditurgiven directions with
volumes recorded in previous years does not ¥xist practice, zero-
based planning which is fully compatible with metbtogy, is only
possible when it comes to new tasks. In case d{staghich have

8 7abka A.,Planowanie kosztow w metodzie betdwania zadaniowego na przyktadzie
gminy Krakow [in:] Gospodarowanie zasobami przedsorstwa w zmiennych
warunkach otoczenjathe Scientific Journal of the Silesian Universitly Technology
No 1593, Gliwice 2003, p. 399.
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repetitive nature over certain periods of time,isit natural that the
decision makers are burdened with historic expedsnEliminating this
experience would be a huge mistake. Activity-babadgeting is then
a method based on zero-based idea. Moreover eitsréd a well-known
approach of management by objectives (MBO). Implaateon of this
tool is connected not only with application of awnmethod of planning
activities but also with acertain re-organisatioof the
communal/municipal authority especially with redpéo delegating
powers. The method assumes that a local governaigoll takes full
responsibility for a given task in all phases efri¢éalisation starting from
the planning phase through supervision of its ettesuo the reporting
phase. Such approach will surely be a motivatimgefdowards increased
efforts in assuring efficient execution of a giviask. A more difficult
challenge here seems to be to encourage exectdidetegate powers.

Activity-based budgeting is amodern method of piag
expenditure which gained popularity and recognitiotocal government
units. It seems, however, that this approach waréh only in case of
detailed planning on the level of executive unitseve the goals are
already set. The goals should be identified bydbmmunal/municipal
boards and the structure of division of budget weses among particular
departments should reflect the hierarchy of goatst historical
conditioning.

As mentioned before, in a democratic system thesgo# local
authorities should be a direct reflection of prefees and expectations
of their respective local communities. The govegnirule here is:
preferencess> goals= expenditure planning.

Lack of compatibility between the goals of locavgmments and
preferences of local communities makes expendity@nning
impossible. The most important mechanism which ha tdemocratic
system is supposed to guarantee the translatipmedérences into goals
is election to local authorities.

1.3.Preferences of alocal community versus the structe of
expenditure in a commune/municipality in the light of public
choice theory

The expression of the voice of people by meanseatiens has been
so far the best form of delegation of power in deenocratic system. It
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should be emphasized that the election systent fsdiam being perfeét.
Choosing a given representative to the local aitthentails supporting
a whole package of solutions and goals preferredtiby specific
representative and chances are that some conssitoérthis package
may be divergent with expectations of the votercdh be argued that
even direct elections do not guarantee satisfylmg preferences and
expectations of residents of a given area. Accgrdm the model of
taking reasonable decisidfisthe process of formalization of elections
proceeds in five steps:

» definition and classification of values;

» determination of goals compatible with the values,

» recognition of all relevant options and resouramsdchievement of
these goals,

» evaluation and comparison of the options,

» contrasting options and combinations of optionsciwhinay lead to
a maximum level of the value of the highest rank.

If it is assumed that the content of goals reflectst the residents
really want and the paths towards realisation ofséh goals are
understood as operational concepts proposed bgahéidates to local
authority. The principle of taking reasonable decis is applied for the
process of electing representatives to local gowemt. It seems
however, that in reality the process involves ambp first steps of the
model. The analysis conducted below presents tret pupular model of
voters’ behaviour and their impact on representatss of the organs
which emerged from elections. Assuming the fixedd dmalanced
structure of preferences of local council represtves with respect to
five goals, a considerable scope of divergencesdst possible extreme
structures of averaged preferences of voters shmutdken into account.
Extreme situations are presented in the bar chattsv:

87 Owsiak S.Finanse publiczne,op. cit., p. 72.
88 Tansey S.D.Nauki politycznePozna 1995, p. 216.
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Chart 4. Divergences between preference profile &t local councillor (candidate)
and a resultant profile of voters’ preferences (Cas 1).

Tkl

Goal 1 Goal 2 Goal 3 Goal 4 Goal 5

m Level of preferences of councillors (candidatespsueed by their interest in realisation of an ilgoa
Level of preferences of voters measured by thédrést in realisation of an i-goal

Source: Own work.

In Case 1 the structure of identical preferencekcdl councillors
was referred to one extreme, the averaged profileresidents’
preferences which was possible to achieve. Indhse the divergence of
residents’ preferences with respect to a bundtmahcillors’ preferences
is the most significant. It is difficult to imagirsch a situation because
the voters usually support a candidate with whoey tban identify the
most, however, the average profile of preferendeth® communal or
municipal council as a whole may be quite distaotnf preferences of
a single council member (candidate). The Chart Wewepresents an
extreme variant; all resultants of preference s$tmecfit in the scope
between Chart 3 and Chart 4. In such a model trseingstion of
compatibility of preferences of entities constigtia given social and
economic area with the profile of preferences ahloccouncil members
cannot be accounted for, regardless of the electesults. When
considering the opposite extreme situation onevesriat a similar
conclusion. The situation is presented in Chart 5:
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Chart 5. Divergences between preferences profile af council member (candidate)
and the resultant profile of voters’ preferences (@se 2).

1L

Goal 1 Goal 2 Goal 3 Goal 4 Goal 5

m Level of preferences of councillors (candidatespsueed by their interest in realisation of an ilgoa
Level of preferences of voters measured by thédrést in realisation of an i-goal

Source: Own work.

The assumption of stability and sustainability akfprences of
council members and consideration of feasible peefes of voters
allows to formulate a statement that it is possiblachieve a situation in
which preferences of certain council members valrespond to average
structure of preferences of voters. The chancesuoh a situation are,
nevertheless, rather small, even when the validitpnly five goals is
considered. Much greater are the opportunities dibernative goals
selection assuming stability of the average prefmeof voters and
evaluating probable new preferences of council ne¥mb

Another thing which should be taken into accourthes fact that in
real life election, already in the phase of the gaign when candidates
voice their party platforms, there are certain atpents in the
presentation of the candidates’ preferences tosthecture of average
preferences of voters. Although voters select aatds whose
preference profile is the most compatible with tleavn, it should not be
expected that they carefully analyse the wholectire of candidates’
preferences. It can be assumed that a voter mag@eaion on the basis
of two most important goals which are the mostiviba him/her. The
potential divergences between the preferences afnalors or
candidates to local councils and voters are showthe series of charts
below.
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Chart 6. Divergences between preference profile @ local council and a resultant
profile of voters’ preferences (Case 3).

1rl..

Goal 1 Goal 2 Goal 3 Goal 4 Goal 5

m Level of preferences of councillors (candidatespsueed by their interest in realisation of an ilgoa
Level of preferences of voters measured by thédrést in realisation of an i-goal

Source: Own work.

In the process of selecting the best candidatehenbgsis of the
greatest correlation of two most important goafs arrives at a higher
concordance between preferences of candidatesrafetgnces of local
residents, however, when it comes to other goaeetis a considerable
divergence with respect to the structure of averagéerences of voters
presented in Chart 6 and Chart 7:

Chart 7. Divergences between preference profile @ local council and a resultant
profile of voters’ preferences (Case 3).

o,

Goal 1 Goal 2 Goal 3 Goal 4 Goal 5

m Level of preferences of councillors (candidatesasueed by their interest in realisation of an ifgoa
Level of preferences of voters measured by thédrést in realisation of an i-goal

Source: Own work.
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It should be emphasized that between extreme tlasesis a chance
of full correlation of preference structure of ainoil member (or
candidate) with the structure of resultant prefeesnof voters. However,
in practice these chances are really small. If ngoteake their selection
on the basis of more than two goals, the probgbdit achieving full
correlation of preferences is even smaller. Thalted election in which
choices are made according to the model descrilledeamay be
simulated on an example where voters select founadbmembers out of
ten candidates. The structure of preferences oflidates and the
structure of resultant preferences of voters agsented in Table 5.

Table 5. Structures of resultant preferences of vers and candidates.

GOALS

1 2 3 4 | 5 6 7

Ff:;‘}fg:g;ig;i‘ﬁggfs 014 | 006| 014/ 014 022 | 012]| 018
Candidate 1 003 | 0,12| 013 0,14 016 | 017]| 0,24
Candidate 2 014 | 0,12]| 020] 007 014 | 0.12] 021
Candidate 3 007 | 0,17 | 0,20 | 0,09 | 0,22 | 0,06 | 0,19
Candidate 4 019 | 0,08] 013 017 015 | 0,16 0,16
Candidate 5 019 | 012 | 0,10 | 0,12 | 0,21 | 0,10 | 0,16
Candidate 6 020 | 0,13 | 0,10 | 0,09 | 0,20 | 0,09 | 0,19
Candidate 7 015 | 021]| 007 01d 017 | 0,13] 0,15
Candidate 8 016 | 0,08] 009 015 017 | 0.14] 021
Candidate 9 013 | 0,16 | 0,13 | 0,13 | 0,20 | 0,12 | 0,14
Candidate 10 014 | 0,15| 017] 02d 005 | 0.17| 011

Source: Own work.

In compliance with the principle of selecting th@endidate whose
structure of preferences with respect to two mogiartant goals is the
closest to average preferences of voters, candi®ate, 6 and 9 have the
biggest chance to be elected. In the areas comesideost vital for local
residents the highest concordance of preferencebe@bserved in case
of goals 5 and 7. Such concordance in case of aheas is not so
significant while the ratio of preferences expréessby selected
candidates and voters is not the highest. The sadfi€orrelation ratios
between preference profile of respective candidatesresultant profile
of preferences of local residents is shown in Téble
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Table 6. Correlation ratios of preference structureof candidates and the resultant
structure of preferences of voters.

Correlation ratios of preference structure relatedto
particular goals with resultant structure of preferences
of voters
Candidate 1 0,376
Candidate 2 0,326
Candidate 3 0,365
Candidate 4 0,523
Candidate 5 0,467
Candidate 6 0,545
Candidate 7 0,129
Candidate 8 0,759
Candidate 9 0,386
Candidate 10 0,074

Source: Own work.

The analysis of preferences of candidates withe@sio full profile
of preferences with resultant profile of voterséfarences shows that the
most representative are candidates 4, 5, 6 andi8.al different set of
candidates from the set who was selected whenitstecfiterion was
applied. In both cases only candidates 5 and 6 dvbalselected. Thus,
the divergences between preferences of candidattgizens become
visible already in the election phase. Moreover amust bear in mind
that local councils also take decisions by meanstifg i.e. selection of
particular groups of candidates generates yet anotbrofile of
preferences — the resultant profile of a givenllgoancil (Table 7):
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Table 7. Relation between the structure of resultanpreferences of voters and the
structure of resultant preferences of the council.

Preferences with respect to particular goals

1 2 3 4 5 6 7| Correla-
tion ratio

Resultant structure (nfo 14

0,06| 0,14 0,14 o0,2p 0,12 0,18
voters’ preferences

Council (Criterion 1) 0,15 0,15 0,13 0,11 0,21 0,09 0,17 0,61

Council (Criterion 2) 0,19 0,10 0,11 0,12 0,18 0,12 0,18 0,72

Source: Own work.

The emergence of anew decision taking body trigijea new
structure of preference resultants. The correlatratios of these
structures show that the council with higher repnégtiveness is the
council selected on the basis of the second aiterii.e.
evaluation of compatibility of candidate profilesthv profiles of the
voters. There are, however, considerable divergenadéh respect to
perceiving validity of realisation of particular @s. These divergences
are presented in Chart 8.

Chart 8. Divergences in perception of goals.
0,25

0,2

0,15

.

N & B B B
2 3 4 5 6 7

® Resultant structure of voters’ preferencez Council (criterion 1) m Council (criterion 2)

Source: Own work.

The greatest divergence between the preferencetwtes of voters
and the council members was observed in Case 2. iAlother areas
such differences are clearly visible. In an idei&lagion all selected
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candidates have identical preference profiles whtir voters’ resultant
profiles or the preference profiles of selectednwillors are averaged to
the optimum structure in which case, however, thiera threat that
a commune/municipality may become indecisive (\gtin

A vital fact from the point of view of the prefem structure of
local authorities, is that pursuant to the eledtlana in force, mayors (or
voyts) are elected in the direct election proceddreneans that the
preferences of the voyt may be diametrically déférfrom the resultant
profile of preferences of the local council. Hentteere is a necessity to
work out another consensual structure of resulaeferences which
accounts for the preferences of the voyt or magowell as preferences
of the local council.

The above analysis confirms the thesis that prdibabif achieving
a high degree of correlation between three strastuof resultant
preferences (voters, council and the voyt) in ddal is rather purely
coincidental and does not result from functionin§g aemocratic
mechanisms. Even if majoritarian electoral systerapplied, an average
voter has weak chances of building his or her datisn the basis of
rational premises. Therefore the choice is ofteterd@ned by opinions
formulated by politicians, political parties, sdaganizations, religious
associations or other institutions conducting ‘aam@ss raising’
campaigns. An average voter becomes, in this wayictin of
manipulation by various political and social foifedhe electoral law
relating to local elections assumes that in casecahmunes with
population below 20,000 citizens, the election ofaadidate is
determined by the number of validly cast vétetn case of communes
with more than 20,000 residents the election isdooted according to
the proportional system which assumes that all sratantribute to the
final result and the seats on the council are @digroportionally to the
number of votes for a given ticket. This system roayse a situation in
which candidates with the highest number of votds mot sit on the
council due to the fact that their ticket did neteive a required number
of votes. Moreover, the electoral mechanism doe$ pmvide
objectification of public and social goals. Thesalg are burdened with
arbitrariness of politicians and political partidsmay also be the case
that the preferences of voters will not be appwipty interpreted. In

89 Owsiak S.Finanse publiczne. op. cit. p. 74.
9 Journal of Laws of 1998 No 95, item 602, art.887-
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democratic systems it happens ever so often thagrgmmes of
victorious political parties are abandoned and dteqn right after the
electior??,

Another fact deserving attention is that the tick@togramme) is
nowadays just a PR and marketing tool which setoemin affinity and
support from the highest possible number of vofEng programmes are
written with the so called median voter in mind amot necessarily
reflect the preferences of the candidates runnorgldcal government
posts$2,

The current electoral law which with respect tocgfey town or
village mayors contains additional complications\der the process of
achieving concordance between preferences of Adooamunity and its
representatives. There is also a threat of yeth@nativergence, this time
between the executive and legislative sphere. Balbs have a valid
mandate to rule and despite the fact that they wkreted by the same
group of voters, they have a different structurepoéferences. Thus,
a necessity arises to average the sets of pretsgof the voyt and of
the council) which means that the achieved resutlidt representative
any more for any structure preferred by a givenugref decision
makers: voters, council members or the voyt.

In the fragmented structure of decision makers wher party has
a decisive voice, another drawback of the systemdastified — the so
called ‘Condorcet paradox’. Let us assume thatetlveters can make
a selection of one out of three alternatives A=}y The first
preference structure of the first voter is Ry z, the second voter’s is
Ro: zx y, and the third'sis Ry z x. In accordance with the majority
rule, x outcompetes y with 2 to 1 vote, 'y’ alsa@mpetes ‘z’ with 2 to
1 vote and ‘z’ outcompetes ‘X’ with the same adageti.e. xPy, yPz,
zPx. The P relation determined by means of the mtyjale is cyclical
and the relevant set of socially best alternatigesmpty: against each
alternative a majority coalition may be formed ateimand a change in
a social decisiol. As a consequence, the election results may tlistor
actual preferences of voters. Skilful collationcgimbinations of certain
goals may trigger a situation in which goals pref@érby the majority of
voters are superseded by goals preferred by awmayroup of decision

91 Owsiak S.Finanse publiczne. op. cit. p. 76.

92 |bidem p. 78.

% Haman J.Demokracja, decyzje, wybgrthe Institute of Sociology of the University
of Warsaw ‘Scholar’, Warszawa 2003.
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makers, who are in a position to use the weaknegsbe voting system
for their own advantage.

Another problem is the issue of representativenesslocal
authorities. The number of council members is piieed in detalil in the
Act on local self-government (Table 8):

Table 8. Representativeness of local councils.

Number of residents Number of council Representativened$
members
below 20 000 15 1333
below 50 000 21 2381
below 100 000 23 4348
below 200 000 25 8000
above 200 000 1003,(;8[)?(;2%%6
max 45 15 689

Source: Own work based on Journal of Laws 1990 &liteln 95, article 17.

The data in Table 8 explicity shows that in big
communes/municipalities the representativenessushntower than in
smaller communes. Therefore, there is a probleamafnequal weight of
votes of residents of big and small communes. Aerotbroblem is
related to representation of individuals conductinginess activity in
a commune different than their established resigleitcgoes without
saying that entrepreneurs determine local develaprtieerefore their
voice must be taken into account with respect &fgpred directions of
development. Unfortunately, elections do not previar that.

Another vital issue is the electoral turnout. Prefees of this part of
a local community who decidesot to take part in elections to local
government units must not be ignored in plannirgallaevelopment as
excluding this particular group or acting againsieit will may
considerably slow down the development. The reseamaducted for the
sake of the present publication whose main objectras determination
of value and scope of application of a tool basethe integrated ratio of

94Calculated as the number of residents represetedé councilor.
%The amount assigned to the municipality of £odith population of 706 004
residents. As at 2014. Source: Local Data Bankesft(al Statistical Office.
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growth in economic potential of a reglmay activate those who were
previously not interested in co-deciding about theections of local
development. An accurately designed and conductedey may be
educational for members of local communities whizgxal authorities
dispose of real powers to determine and shape tmitons of
functioning and development of these communities.t@ of that, such
asurvey may motivate residents to get involved the activities
contributing to local development through strengthg their faith that
they really have an impact on shaping directionsde¥elopment in
accordance with their own preferences.

The election of local authorities takes place efeuwy years. Even if
assumed that in the beginning of the term the &tramf preferences of
elected organs coincides with the optimum structoferesidents’
preferences, after the first budget period theguesfce structure of the
latter will be changed. Spending resources on slapespective
framework conditions of development must bring hssin the form of
changes in perception of validity of further stepslertaken in particular
areas. The change in the structure of preferendéstava large extent,
be determined by individual evaluation of succdfsftompleted goals
in a given budget period and this evaluation isildective measure of
perception of changes. Therefore, there may beerdifices in the
evaluation of progress in realisation of goals et the residents
constituting a given social and economic area,ldoal council and the
voyt/mayor. Thus, before the next planning periaé may observe gaps
in the perception of validity of undertaken aciegt in different areas
between the groups of decision makers mentionedveabblence,
practical application of the tool recommended by #uthor is justified
and necessary for evaluation of achieved results @ordination of
decisions and activities towards adjusting therntheoevolving structure
of preferences of local residents.

%Detailed description of the ratio is presented hagter 3.
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1.3. Audit of public expenditure on the communal/municigal level

Market mechanisms do not guarantee sufficient supplpublic
goods and servic&s therefore some needs must be satisfied colldgtive
The most urgent problem is widely understood edficy of expenditure
of public resources. Efficient system of public a@xes expenditure
guarantees social desirability of economic acegitthrough financial,
planning and organisational solutions thanks tactlanly activities with
social justification generate profit for individuddusiness entiti€$
Smooth functioning of the system of supervisionrquablic expenditure
is needed to assure reliable audit of efficiency dasirability of public
spending.

Pursuant to the Polish regulations in force, sup&m over financial
economy of communes is exercised by the Municyp@ammune
Councif® and Regional Accounting Chamb¥fs The audit begins
already in the phase of planning of the local feiaheconomy. The draft
budget needs to obtain approval of the Council #mel Regional
Accounting Chamber with relevant territorial respitity. The Council
has the right to co-decide and control the experglibf all resources
which remain at the disposal of the local authesiti Regional
Accounting Chambers have slightly narrower scopgaivers in this
respect. In case of own revenues and substdiesal authorities enjoy
wide powers with respect to selection of directi@misexpenditure. In
accordance with the will of the legislator, supsiem over public
spending performed by the Regional Chambers is wmged in
compliance with the criterion of legality and cormpaity of
documentation with the actual stffe Audit of expenditure of resources

90Ostrom V.,Federalizm ameryksski. Tworzenie spoteczstwa samorzdowegq the
Polish Psychological Association, Warszawa-OlsAt984, p. 165.

%8Stacewicz J.Jakai¢ Zycia a sposob pojmowania efektyvitiogospodarowanidin:]
Efektywn®&¢é gospodarowania a jakd zycia, Monographs and research papers, Warsaw
School of Planning and Statistics, Warszawa 1984.

%Journal of Laws of 1990 no 16, item 95, articl@,18oint 1.

100Act on Regional Accounting Chambers (Journal of £av1992 No 85, item 428,
point 2).

0Ias of 2004 the volume of subsidies for local goveemt units has been limited.
Pursuant to the Act on local government revenusur@hl of Laws 2003, Nr 203 item
1996) as of 2004 the general subsidy is to be gdaomly to those communes where the
ratio of fiscal revenue per one resident does moeed 92% of the analogical ratio
calculated for all communes in the country.

102 Journal of Laws of 1992 No 85, item 428, artis)eooint 1.
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assigned to local government units as designatésidias includes
additional criterid®>

 functionality;
* reliability;
* economic efficiency.

The above mentioned criteria of supervision oveblipufunds
allocated through communal budgets seem to cowentbst important
aspects of public authority activities. Howeveg pgroblem how to apply
them in practice still remains. The criterion ofadity and compatibility
of plan with the actual state does not raise angabions with respect to
univocity of evaluation of activities undertaken logal authorities. The
activities may be compatible with law and plansot. If the activities
are inappropriately planned the criterion is pidty useless. As regards
spending own revenues, the right to evaluate tiperiture is assigned
to the Municipality/Commune Council. The criteriaf @conomic
efficiency and functionality in practice raise sordeubts due to the
many possibilities of their interpretations. In tealuation of economic
efficiency it is possible to apply tools used bgimess entities. However,
their implementation in public domain encountersedaous obstacle in
correct measurement of effects brought by the iiesv and their
expression in monetary unit4

The criterion of functionality of the undertakertiaities proves to
be even more difficult because the evaluation is thatter is rather
subjective. The biggest challenge of all, however, conducting
evaluation of activities according to the functilityacriterion, is lack of
crystallization of goals understood as a selectbrthe right goal and
selection of the method for its achievement. THigenpmenon is very
common in communes where the budget is preparedmbgns of
incremental method. E. tojko stipulates that edfiti realisation of
a commune’s own tasks is feasible when within acfaactivity set out
in the law, two conditions are ni&t

103j0urnal of Laws of 1992 No 85, item 428, articlgaint 2.

04Bozek K., Metody planowania bugétu a efektywn@ wydatkowania srodkéw
publicznych w JSTin:] Samorzd terytorialny. Zadania, gospodarka, rozwd@nna

Haraiczyk (ed.), Chrzanéw 2001.

105 4 ojko E., Warunki zycia srodowisk lokalnych w samadowym modelu ustroju
terytorialnego [in:] Funkcje samorgu terytorialnego a lokalna jake zycia, A.

Piekara (ed.), Warsaw University, Warszawa 1995.
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e |local communities understand their own needs ara able to
summon around common interests;

* local organs as well as individual authority mensbeave the ability
to recognise the local needs and on their basfapegprogrammes for
local development.

It seems that compliance with the above postulatadd contribute
to formulation of a detailed bundle of goals whigbuld be shared by
residents and local authorities of a commune. Ftatiom of specific
goals will make it possible to consider, in a dematc way, which of
these goals fulfill the criterion of functionalitg the greatest extent and
determine which path will be the best for realiaatof these goals.

The measure of functioning of a high efficiency amigation are
consumer values. In case of atown or a city tceate an organization,
the system of values of its residents creates #fierence point for
development managemé?®it It is impossible to imagine a town/city in
a democratic world managed contrary to the valegsesented by its
resident®’’. Therefore all activities undertaken by local awithes must
be reflected in the structure of validity of goaleferred by the entities
functioning in a given area. The structure muspéeodically reviewed
and revisited and incorporated in the process afiphg activities. The
analysis of different methods of budget expendipleaaning shows that
the methods do not guarantee that the structupgedérences of entities
residing in a given social and economic area wdincide with the
structure of validity of goals to be achieved bg thcal authorities and
consequently, with the current structure of budggienditure. Neither
direct nor majority electoral systems guarantee veoyence of
preferences of the both parties.

In order to meet the requirement of inclusion ofeve’ preference
system in the process of managing a commune’s dewvent, it is
necessary to work out a solution subordinating ghblic expenditure
plans to preferences of the local community. At Haene time, it is
necessary to break down or at least reduce thadsirexisting ‘critical
moments’ in the form of barriers (thresholds) andpbportions in

8\viore in: Mrowiec P., Btachut M.Koncepcja zarzdzania rozwojem lokalnym na
przyktadzie gminy Czechowice-Dziedzide;] Nowoczesn@ przemystu i ustug —nowe
wyzwania,J. Pyka (ed.), Scientific Society of Organisatiod Management, Katowice
2012.

107 Nowordl A., Instrumenty zawalzania rozwojem miastalnstitute of Spatial
Management and Housing, Krakow 1998, p. 65.
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development conditions with respect to particutanfework conditions,
in order to create new conditions for further dymaneconomic
development and achieve considerable improvemelnting conditions
for the residents.

The quoted missions of municipalities together witteoretical
deliberations assume that realisation of the deveémt strategy of
a given region, at the end of the day, must resuihprovement in living
standards. Therefore, the analysis of availabléhatst of measuring the
living standards and ways of their application ime tprocess of
expenditure planning seems to be fully justifiecucls analysis is
undertaken in Chapter 2.
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CHAPTER II.

METHODS OF MEASURING THE STANDARD OF
LIVING AND POSSIBILITIES TO USE THEM FOR
THE COMMUNE FINANCE MANAGEMENT

The analysis of the objectives and methods of phgnthe commune
finance conducted in the previous chapter makgssiified to consider
that the main objective of the local authoritiesasmprove the standard
of living of the communities in the area managed tbg commune
authorities. The above statement is proved inditeg®. As a result, the
most measurable and final effect of the actioneriaky the commune
authorities that impact thgevelopmenof the given social and economic
area is a positive and the greatest possible ingonewt of the standard
of living of the local communities. Therefore, oms@ould consider
possibilities to apply the existing methods of meagy the standard of
living as supporting tools for planning the commusenditure and
evaluation of the obtained effects of the undertakeasures.

2.1.The standard of living as a reflection of theacial and economic
development — the measurement concepts

The standard of living is variously defined, depegdn an attitude
towards this issue. In literature the standardiwhg, living standards
and prosperity are considered synonymbusL. Zienkowski also
considers welfare as synonymous with the standdrdliving®,
A. Luszniewicz distinguishes two basic types of rapph towards the
problem of measuring the standard of living, hetvee definitions. One
of the points of view is considering the standafdivang as a purely
economic issue; the other regards the level ofldmands met as the key
category. According to the first point of view, te@andard of living is
defined as “the amount of goods and services thah dauman being
consumes, a notion that at least theoretically tmaydefined with one

108 See: i.e. Kot JZarzzdzanie rozwojem gminop. cit. p. 22.

109 Bywalec Cz.,Wzrost gospodarczy a poziofgcia spoteczéstwa polskiegp the
Institute of Internal Market and Consumption, Wassa 1991.

110 Zienkowski L.,Poziomzycia. Metody mierzenia i ocen§WE, Warszawa 1972.
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figure giving the value (in a certain coin) of #tle goods and services
consumed within a year by all members of the sgtiét

A. Luszniewicz defines such an approach as valteble
Nevertheless, it seems that equating the standdrdiragy only with the
amount of expenditure is definitely too narrow hesm it does not
include the satisfaction of needs that result frgpending those funds.
Moreover, a vast majority of methods based on taleable approach
does not include the diversity of the income olsdiby the individuals
that constitute the analysed area.

Cz. Bywalec claims that prosperity is a source afistmer goods
(consumer products) and funds at the disposal lmfinaan being (a
society}*3. J. DrewnowsKi** defines the standard of living as meeting of
needs per unit time — a result of benefitting fritva goods and services,
and living conditions that people enjoy at thateinfit should be noted
that it is the first definition in which — by inaling the living conditions
— the possibility for the standard of living to indluenced by the public
goods flow was directly included, hence a possibifor the public
authorities to influence this volume.

T. Staby in his works distinguishes two notionshe tstandard of
living and the quality of life. The standard ofifig, defined as meeting
the material needs, refers to hierarchically bakigman needs
(physiological needs). The quality of life includals elements of human
life related to existence, being someone and gtiimgugh emotional
states resulting from the fact of having a famihddriends$?®. In terms
of the problem considered in this monograph, whscthe management
of the commune expenditure, it should be said thatting higher
needs!® is not public authorities’ intention at any levéierefore, this
definition of the quality of life will not be takemto consideration. M.
Rakowski points to the necessity of including thardgticks in the
definition of the standard of living in order to aseire it. Defining the

11 After: Strzelecka M.:Konsumpcja a poziom, sposéb ijakozycia, IHWiIU,
Warszawa, 1979.

112 uszniewicz A. Statystyka poziomtycia ludnaci, PWE, Warszawa, 1972.

113 Bywalec Cz.Wzrost gospodarczy op. cit. p. 31.

114 Drewnowski J.,On measuring and planning the quality of lifdouton, Hague _
Paris, 1974.

115 Staby T.,Poziom:zycia, jakai¢ zycia [in:] Wiadomdici Statystyczne, Volume 6,
1990.

116 See more: Maslow A. H.Teorie hierarchii potrzelfin;] Problemy osobowei

i motywacji w psychologii amerykskiej(ed.) J. Reykowski, PWN, Warszawa 1964.

61



Methods of Measuring the Standard of Living...

standard of living or prosperity should be thetfstep, the basis for the
method of shaping the conditions that determihé. iFor L. Rendos, the
most significant determinants of the developmemellef a society, its
effectiveness and progress is the structure of sa@edhis society, the
degree and the quality of their satiation, andrdtenality in the forms
of consumptiok'® A Finnish sociologist, E. Allar$t® assumed that
social prosperity includes three areas of humandsie@ossession
(having)as an access to resources such as money or kryayliedling
(loving) as social integration, the family, and existerfbeing) with
a particular focus on self-realisation. The deifomtof the standard of
living adopted by Z.Zekoski'?® describes it as the overall living
conditions of the society, a professional groughoasehold or an
individual, which are primarily expressed in faids related to the
process of meeting the needs. There are also dtfaritions of the
standard of living; most of them describe it adséattion of human
needs, hence the obtained effects.

In terms of the subject undertaken in this pubilagtthe closest
definition is the one drafted by E. Allardt who €@es on providing
access to certain resources and creating possbi(tonditions) for self-
realisation. The key aspect of this approach isndwf the standard of
living as conditions or potential possibilities ated on a given area, not
the extent to which the needs of individuals aré me

The authorities who administer the development @oramune
should concentrate not only on the level of thigell@oment achieved in
a certain period but primarily on defining the fast which determine it,
and the causes of its inequality. Moreover, it se¢hat the conducted
research cannot focus only on the measurementeofthieved results
but it should rather indicate the areas which nexjgbrrective actions
and event suggest solutions. What the author sfg@per points out here
is a distinction between the measurements of tieaed standard of
living of the population (response variables) arefedminants of the

117 See: Rakowski M Pojecie wycena i analiza poziomycia, Ekonomista no 3, 1976.
1%Rendos L., Poziom zycia jako odbicie wspoéiczesnych przemian spoteczno
gospodarczychKrakow Academy of Economics, Krakow 1998

119 After Esping — Andersen GSocial Indicators and Welfare Monitoringsocial
Policy and Development, Programme Paper no 2, N0&p 2

120 7ekaaski Z., Z probleméw metodologicznych sformutowania spoteezibytowych
celéw rozwojyu Gospodarka Planowa no 6.
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achieved standard of living (explanatory varialdféds)The solution
presented in the monograph contains such a distiiét Furthermore,
the use of synthetic measures of the economicaize (e.g. economic
growth) results in the so-called first estimatiomgeneral knowledge on
the growth process. In practice synthetic measumegjuire
complementing with a more precise measuring systepnovide detailed
information on the whole growth procéss

Another solution that seems to be better is dissgmivity of the
living standard growth synthetic measure for pafic elements that
condition this growth. The effect was obtained tludisaggregativity of
the presented integrated ratfb This allows not only an estimation of the
achieved standard of living or its growth rate kbius also possible to
indicate the changes in terms of its main determi;yand causes or
actions that evoked those changes.

The wide-scale living standard research programimatshave been
realised for a long time, initiated by internatibmaganisations, caused
a justified increase of interest in this issue. Tiesearch on social
prosperity came down to defining the factors aritdGa of its growt??>,
As aresult, the lack of tools supporting sociatl @tonomic policy in
a given area came to light — particularly the pdubges to estimate the
changes in the given area in terms of ongoing astio

In order to fill the gap, a range of methods tha&asure the living
standard and the prosperity level was prepared.oory to the
authorities, these structures were developed tosuaneasignificant
parameters related to certain social and economasa Depending on
the geographic scope of the area of concern, thesebe two objectives
of such a measurement:

* in case of research in domestic economy, the miegsorethods were
unified intentionally due to the fact that theisuéts were to provide
a basis for domestic comparisons;

21 A, Luszniewicz Statystyka poziomu op. cit. p. 2, see: Miles ASocial indicators

of human developmerfraces Printer (Publishers), London 1985.

122 5ee sub-section 3.2, p.67.

123 Bywalec Cz.,Wzrost gospodarczy a poziofgcia spoteczéstwa polskiegp the
Institute of Internal Market and Consumption, Wassa 1991.

124 See sub-section 3.2, p. 67.

12°5ee: Pazio W., Pazio NPRolityka gospodarcza idobrobyt spoteczny. Wybrane
zagadnieniaWarsaw University of Technology, Warszawa 1985.
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* in case of regional research, its objective wagztwide policy makers
with information on dynamics of the analysed partemseof the given
area and, possibly, an opinion on usefulness ofptaened actions.
Due to the uniqueness of the particular structmfethe measuring
tools that results from adjustment to certain needbthe character of
the analysed social and economic area, the coropari®f the
particular areas are usually not possible.

It seems that currently available methods of thendi standard
measurement prove relatively low usefulness in seaimproving the
planning of the financing structure of local-goveent organisations’
actions for the local development. The resultirgufe, arising from the
structure of the methods applied so far, is thermation on the level of
a certain condition or conditiof§ in a given area; it is quantified, with
no information on the causes of the condition, kemz suggested course
of socially balanced actiotl¥ aimed at the improvement of these
condition level. Therefore, the major problem i® teffectiveness of
social policy considered as aratio of the totabrgces invested in the
policy to the sum of the effects caused in theetgcimeasured by the
social progress®. It seems that there are no obstacles to inclndais
definition the whole area of actions undertakendoal authorities, not
only social policy. Moreover, as the above-citethauclaims, the social
policy task is to create the conditions for econoeffectiveness through
reducing the poverty areas, promoting social irgggn, preventing
social exclusion and reducing the risk of job 16$sHowever, it seems
that narrowing the scope of actions aimed at aamiethe effect merely
to social policy is a mistake. The proper econopwdcy, both at the
central and local level, has a definite impact osating the conditions
for this efficiency.

The achieved standard of living is the resultingufe (effect)
obtained through taking certain decisions and astidt should be
noticed that in the presented methods the dommapproach is the so
called “resulting approach” where the aim of thesesgch is the

126 Depending on the level of aggregation.

1271 e. actions adjusted to the local community mexfees.

128 Dziewigcka-Bokun L., Dylematy pomiaru efektywsiti polityki spotecznej
w Metody pomiaru zjawisk spotecznych w skali makmmakroregionalnej (ed.)
Frackiewicz L., i Fgckiewicz-Wronki A., Katowice Academy of Economid&atowice
2001, p. 27.

29bidem p. 30.
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measurement of the achieved standard of living. éflodapproaches
concentrate rather on “root causes”, hence on metants of the
obtained condition. Therefore, the basic premisthefmethods used so
far and the new approach towards measuring thedatdnof living
remain the same — the measurement of the standato/imy and
usefulness of the actions taken to improve it. Minetess, the approach
towards achieving the objective has been changihgrefore, it should
be analysed to what extent the available methodsnefsuring the
standard of living could be used for planning atdito develop a certain
area according to its inhabitants.

2.1 Methods of measuring the standard of living and thie usefulness
for the social and economic development in a givearea

On the basis of the research carried out, it castdted that the main
objective of the mission of the local authoritiégparticular communes is
ultimately creation of possibly the best living argkevelopment
conditions for their inhabitants. The concept oéating increasingly
better conditions for the improvement of the staddaf living of the
local community members is reflected in most of ttemmunity
development strategi€8. The ambition of the local authorities to create
the best possible conditions for the living staddanprovement of the
inhabitants in the area is also substantially fiesti it would be difficult
to imagine that the local authorities who repregbatiocal community
set radically different main objectives. Therefaitee key to solving the
problem outlined in the paper, which is defining thlanning tools for
the authorities actions and the related expendittme the commune
budget, is finding a method which will allows diteor indirect
constructive connection between the standard ahdiVits increase
framework conditions) and preferences of all repnéstives of the local
community. Therefore, further research starts veith analysis of the
living standard measuring methods applied so farjed out in terms of
adapting those methods for the purposes of theiqatioin. As a result,
the information obtained by means of these metholide evaluated in

130 See i.e. the Development Strategy of Krakow of@fober 1999; the Development
Strategy of Gliwice for the years of 2002-2022; Bwevelopment Strategy of Biala by
the year of 2010, adopted on 16 June 1998; thée§tcaDevelopment Programme of
Pozna; and others.
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terms of information needs of development managéwiea given social
and economic area.

2.1.1.Gross Domestic Product (GDP)Net Economic Welfare
(NEVV)lBl

The most recognised measures of the standardiog lexpressed in
value are: gross domestic product (GDP) and gr@®mal income
(GNI) per capita. Gross domestic product is the suea of the
production level caused by generating factors kxtam the territory of
a given country, regardless of the owner. The amlpf the living
standard by setting the size of demand for thd finaduction in a given
time and the amount of gross national incopex capita have the
undoubted advantage — by using the same countitigochdoth values
are fully comparable between the analysed areas.

However, it is worth noting that GDP, as a measafre¢he living
standard, does not include all factors that infagen (e.g. some goods
conditioning the achieved living standard do notvéhahe market
valuation — so they cannot be included in GDP). é&dwer, as measured
by GDP, it is impossible to determine to what ekgwods influence the
achieved living standard of inhabitants in a givegion on the basis of
their subjective assessment.

An attempt to create a better method of settinglitheg standard
than GDP, which can be considered in terms of yakidet Economic
Welfare (NEW)!*2 a measure that should also be considpedcapita
The structure of this measure includes in the natiocncome (NI) the
elements that correct its value'dy

» the monetary value of own work effects (non-prgbitoduction
activities) in a household as the one that forcesgr&in value of
market services,

* the monetary value of spare time considered assaat,abeing an
alternative to the time spent on work,

» the nuisance assessment due to environmental ipalluncluding
public transport in cities,

11 In Polish literature the following term is sometisn used:Economic Prosperity
Measure (Polish: MED).

132 Samuelson P.A., Nordhaus W.[E¢onomics McGraw-Hill Book Co., New York
1985.

133 |bidem.
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» assessed and valued effects resulting from the ogapbn of
dwellings or accumulating durable goods

A fundamental disadvantage of value solutions aw®rsdper capita
is that they blur disproportions between sociabfggsional groups or
regions. Furthermore, it is impossible to evaluat extent and quality
of public good (services such as health care, educaor cultural
services). It also seems significant that the sfZ8DP includes the value
of anti-goods (weapon). The production value ofhsgoods should be
considered as a de-stimulant of the living standard

Another disadvantage of such methods is the fattdh the basis of
the value of GDP, NI or NEW and the methodologygaiinting them, it
is virtually impossible to evaluate the influendeparticular factors that
condition the development on its level in a givesaa

In conclusion, the valuable approach towards theeof standard of
living may help, to some extent, to form a viewtbe achieved level of
social and economic development and it enables adsgns between
the analysed areas, without any suggestions alborgating the achieved
condition. Therefore, this approach does not sanyepurpose relating to
the development management of those areas.

Another concept of the living standard describediterature is the
concept that extends this category by social factér. Luszniewicz
claims that the living standard is a social catggand as such, it should
be defined as the extent to which the society’senedtand cultural needs
are met through a stream of goods and paid seraicdsthe collective
consumption fund in a specific time and &féaSuch methods are called
guantitative methods. It can be stated that quaivié methods allow to
obtain some supplementary information related t® téesults gained
through valuable methods while defining the staddadriving.

Valuable methods allow assessing the value of goatisch
conditions the achievement of acertain living dtad level and
guantitative methods typically should allow detaration of the extent
to which the society’s material and cultural neads met regardless of
this value.

In order to determine the extent to which thosedsesre met, the
group of instruments (measures) used so far waargad by a new
category — social factors. Social factors deterntiveestandard of living
in terms of efficiency, providing information onettextent to which the

134 Luszniewicz A. Statystyka poziomu op. cit. p. 12.
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needs are met, and such as, they are charactdrnsede following
features:

» they have evaluative function,

» they are concentrated on exemplifying the extenwhech the needs
are met,

» they cover all human needs,

» they provide a basis for regulating the directiamsl pace of social
changes.

All modern methods measuring the standard of liviogbine the
valuable approach and quantitative approach, whitbws obtaining
a relatively complete image of functioning of thealysed social and
economic areas.

2.2.2. Human Development Index (HDA*

One of the oldest and most publicised methods cdsmeng the
standard of living are: the HDI synthetic index ahd so-called Geneva
Method. The HDI synthetic index (Human Developméntlex) is
promoted by aUN agency as the United Nations Dgreéent
Programme. It is an index of intentionally very plmstructure. It was
supposed to be a counterbalance to the commonty G&& index per
capita. In a special statement made on the occaditre publication of
the tenth Human Development Report, Amartya Sea,Nbbel Prize
winner in economics, writes that HDI [...] “had b® a simple index
being only an incentive to gain people’s interastthe substantial
information included in the report”.

The main objective of this index is based on fowasures in three
key areas:

» Life expectancy—~ a measure adopted in this area is the average
(expected) length of human life,

* Education — there have been two measures adopted. Theigirst
literacy of adults (the weight &fs) and the other - the percentage of
“school-aged” and studying people (the weight/g)f

» Living standard— measured by the amount of GOger capita
according to the purchasing power parity consideredthe cost of

135 Nowak L., The Indicator of Social Development, Statisticallites Programme
Paper no 4, May 2001.
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maintaining a happy life” that guarantees physéral social mobility,
communication and participation in social life.

For every area there are minimum and maximum vgllissands for
the minimum value, 1 for the maximum value) to whithe values
obtained by the measurements are assigned. The wélthe index for
each area is dependent on:

| _ Vvu _Wmin
o Wmax _Wmin

where

lok. — the index value of the key area

W, — the value obtained by the measurement
Whin — the minimum index value

Whax— the maximum index value

After setting up the indices of the component ardasy are
aggregated to their synthetic form. The aggregasaonducted through
determining the arithmetic mean of those three saréldhe simple
construction of the index is its asset due to thalability of data and
easiness of its determination. Its value is alsoredyp comparable in all
countries, which was the main objective of its snee. Such a far-
reaching simplification of the structure is useftiien trying to show the
difference in the social development of the devetbpountries and e.g.
the Third World countries. The main objective o thnnual calculation
of the HDI index and the supplementary Human Dgwelent Report is
highlighting the world extremes. It seems that vétlth clearly defined
objectives of calculating the HDI index as a measurtool for the
standard of living it functions perfectly. Howevait, is difficult to
consider the use of the HDI index as such atodl fan comparisons
between the highly developed countries and alsadfmns within one
country.

For the same reason, the possibility of adaptatmnthe local
expenditure management in the highly developed tcasnis rather
small. The needs in the key areas that constituee HDI index are
usually sufficiently met in those countries. Theref the HDI index does
not provide any indications in terms of the impoda of modifying the
particular conditions of functioning of social aedonomic entities in
a given area and the changes in the structurecaf lndget expenditure

69



Methods of Measuring the Standard of Living...

related to this fact. Reducing the number of factohich determine the
index value, does not open opportunities for casiols on the
development direction preferred by a local commyrotr effectiveness
of budget expenditures in the particular areas afvities of local
authorities. An arbitral determination afonstant weights for the
particular areas of life of the local communityfleeting their influence
on the general index value, does not allow showhegpreferences of the
local community and their evolution over time, afesd by the changes.
The standard of living is a subjective category dose at the same
consumption level, development possibilities ett. nnay obtain
a different assessment in terms of preferences afiows local
communities.

The HDI method is useful when applied accordingtsopurpose,
which is showing the development disproportionswmeen the Third
World countries and the countries defined as higlelyeloped. However,
applying it for the development management purp@sespossible.

2.2.3. The Geneva Method

With the method of measuring the standard of livadigpted by the
Collegium of Socio-Economics of Warsaw School obmmics (SGH),
based on the so-called Geneva Method, it was dedsilestablish seven
primary groups (areas) of neétfs

» Alimentation,

* Housing,

» Health,

* Education,

* Recreation,

» Social security,

* Material development.

For each of the key areas from 3 to 4 measures fweraulated to
allow setting the index value of the key areas (& &

136 uszniewicz A. Statystyka poziomiycia ludnaci, PWE, Warszawa 1972.
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Table 9. The factors determining the standard of liing according to the Geneva
Method.

GROUP OF
NEEDS

MEASURES

 Caloric value of food
Alimentation « Daily protein consumption per capita
» Daily animal protein consumption per capita

» The quality of housing services (the bathroom dotg
Housing * The number of persons per room
* The ratio of the number of flats to households

 Availability of health care (the criterion of thedpital bed
number)

* Infant mortality

 Risk factor for tuberculosis

Health

» The level of compulsory schooling for children gmaith
Education « Productivity rate in training institutions
e The number of students per teacher

+ Time off work on an annual basis

» Turnout in theatres and at concerts per thousamabitants

» The number of television subscribers per thousand
inhabitants

Recreation

» Frequency of sudden deaths per million of inhaltétan
» Percentage of people covered by health insurance
» Percentage of people with old age security

» Frequency of accidents at work (non-fatal accidents

Social Security

» Current income surplus

» Past income surplus

* Individual motorisation rate

» Works mechanisation rate in a household
» Non-professional international tourism rate

Material
Development

Source: A. LuszniewicZtatystyka spoteczn®arszawa 1982, p. 40-41.

The method of measuring the comprehensive synthetex is very
similar to the HDI method. The obtained results epenpared to the
values established as minimum and maximum. Thediffgrence is that
this method includes two-level weight assignment the selected
parameters. The first level involves the assignnantweights to the
measures and on this basis the key area indicesledegmined. The
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second level is a process of determining the “mamdex. As the HDI,
the index proposed by the Collegium of Socio-Ecoiesmis also
determined only on the basis of objective measwdszh seems to be
a disadvantage of both solutions. The methods highwiine indices for
the key areas will be determined raise numeroustdo&or example, the
application of the measures from the “Alimentatiagroup is difficult
even in a single test, not to mention systemaststeMoreover, there is
still the problem of converting kilocalories intoits that will be possible
to synthesise with the results of the other ar@a® number of such
doubts is increasing. A common weakness of allntie¢hods described
in this chapter is the arbitral way of selecting tiest parameters and
assigning the weights to them. It does not seemahaanalysis of the
areas of various social and economic developmenel,lewithout
a reference to the specific conditions that thasasafunction in, could
bring reliable results. The necessity of adjustihg values to the
parameters every time with an assistance of expntsinates such
methods as universal.

Similarly to the HDI index, the selection of factadetermining the
standard of living disqualifies the applicationtbé described method in
the management of the regional development. Themesitary
disadvantage of this method is the fact that itsdoet include an
improvement of the conditions enabling economicetfgyment, whereas
such an improvement undoubtedly influences the Idpweent of
a region. Furthermore, it seems that undertakingprae in the areas
included in the described method would have to benected with
financing private consumption by public authoritiefhe role of
authorities is to create the best possible framkveonditions for self-
development of entities operating in a given ared,incapacitate them
by overprotection. Moreover, the measures in thelyged method are
too detailed. To cover the whole area of local adties operations with
the research, the number of measures would have targe, which
would definitely cause an increase of the numbet acale of the
mistakes in the process of the index aggregatiois. dlso worth noting
that in case of some parameters determining a cavea, the commune
does not have and should not have any competenamottify the
conditions of the parameters in their area. Thds® aeoccurs an
objection to overriding the preferences of thetegtithat constitute the
local social and economic system. Due to the resafisted above, the
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method does not qualify for application in the oewl development
management.

2.2.4The social index

The social index is yet another structure, theafsghich should be
considered in the context of this monograph. Thaasondex is based
only on objective measures. Its structure is basedwo groups of
measures — social development indices and depivaidices.

The group of social development indices includes:

* Wealth of inhabitants — determined by commune’sigpation in
personal income tax;

* Availability of education — as the index there wadopted the
participation of secondary school graduates aateeof 19 — 20;

» Availability of health care — measured by the numbgk outpatient
healthcare per 1000 inhabitants;

* Housing conditions — as the index there was adotttechumber of
completed flats per 10 000 inhabitants.

* The group of deprivation indices includes:

» Elderly people — measured by the participationhef people in post-
productive age in the total population;

» Poverty — the number of people who benefit fromiaagecurity per
1000 inhabitants;

* Unemployment — measured by the number of the ur@raglwith no
benefit right in the total number of the unemplayed

» Social pathology — measured by the number of rexbitimes per
1000 inhabitants.

The adopted method of determining the living statidadex is the
comparison of the obtained results to the adoptedimmm and
maximum values. The method of determining the stithindex is
a little different than the methods presented so The calculated
measures in the group of social development indamesmarked with
a “+” and the measures in the group of deprivatimtices are marked
with a “-”. The synthetic index is calculated byrsming the values of all
the measures.

When analyzing all the presented methods of maagtine standard
of living, it can be noted that all of them concetd on the measurement
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of the current condition. It seems that modern w@shof measuring the
features of a tool allowing a determination of #tmtual condition and the
factors that influence the level of this conditiél the classifications or
rankings of the areas in terms of their attractessnare not useful for the
development management if they are not supplemdtech analysis of
the factors that determine their attractiveness: this reason, the
structural concept of all modern methods of analysihe social and
economic areas should include such a combinatioome&sures and
social indices that will provide the basis for clustons in terms of the
management of these areas. One should consideardas that are
a potential opportunity and the development of Wwhagll be an element
of building up the competitive advantage of a giaeea over others. It is
also necessary to mark the so-called deprivatieasawhich may pose
a potential risk. Moreover, in case of both deprora areas and areas
with a development potential, the function of altowasuring the level
of the social and economic development is providirigrmation on the
factors that determine the existing level. It iwiolis that in case of risk,
affecting the cause is more effective than mitmatof the effects. The
confirmation of this theory is the fundamental apann the strategy of
development of the lagging regions.

The structure of the index is similar to both melkhgresented
earlier, therefore, it is characterized by the safaatures which
disqualify the index as atool supporting the mamagnt of the
commune development. The disregard of determinaht®conomic
development, the lack of reflection upon the resise structure of
preferences and as aresult, the lack of posgsilito determine the
relevance of the undertaken actions in particul@as, the lack of
possibility to determine the effectiveness of tix@enditure incurred —
these are the most significant disadvantages whichke any
considerations on adopting this method in order stgpport the
development management of communes invalid.

2.2.5The NLLS Method

Another method that should be put to the test vea®ldped by the
Nordic Level of Living Studies (NLLSY*. It involves the measurement
of indices in nine research areas:

137 Source: G. Esping — AnderseBocial Indicators and Welfare Monitoringocial
Policy and Development, Programme Paper no 2, N0&p 2
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Income and equivalent resourcesthe index measures: the average
income of individuals and households, savings, tassources of
income, information on sudden interruptions in theome stream —
their frequency and duration, indebtedness;

Health; the index measures: the frequency of headachekatiae,
blood circulation problems, hospitalisation, sickys, motor skills,
regular work and functioning, mental stress, extiansneed for care;

Education; the index measures: the average level of education,
participation in education of adults, information the use of human
capital, trainings;

Housing; the index measures: the housing conditions (sewage,
heating), assistance of neighbours, distance tdk vemd shopping
centres, physical isolation;

Family, social integration and network; the index measures: the
characteristics of the family members, friendshapsl contacts with
people, frequency and regularity of the contachslita to use the
network in everyday life, information on the infme of the network
on achieving goals (e.g. getting a job), informatmn the access to
childcare and eldercare facilities;

Leisure and pleasure; the index measures: the time spent on
pleasure, information on activities frequency (TMdading, hobby,
etc.);

Work; the index measures: the level of employment, playsand

mental involvement in work, opportunities for a praion, non-salary
benefits, independence, decision making, routinelleuse of skills,
supervision hierarchy, contacts and cooperatioh wibrk colleagues
and supervisors;

Political resources;the index measuregarticipation in public life,
membership in organisations and social activityijtipal skills (e.g.

the ability to write a protest letter to the Ombuwas), frequency of
discussions and reading about politics, partioguain voting;

Dangers;the index measuregxperience of violence, thefts, assaults,
accidents.

A weakness of this method is an attempt to des@ipbenomenon

of meeting the needs. In case of adapting the sksxl solution as
a management tool for the commune developmentitampt to evaluate
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meeting the needs defined as higher needs, missgsoint for at least
two reasons:

» diversity of needs in the psychological area isnéte that meeting
them by public expenditure is impossible,

« this is not the objective of social and economibgyo

Moreover, this method follows the mistake of autiaoian selection
of parameters and assignment of weights. The vialugodated every
time before starting an analysis in a subsequentgeNevertheless, it
does not exhaust the universality postulate anohaaiiching of the index
with the character of an examined commune. An itgndfeature of this
method is the fact that to some extent it reflélsts postulates presented
by E. Allardt that is concentration on the diagspsibility or availability
of some resources, the use of which provides thesiduals with the
fundament for development.

2.2.6. The social diagnosis

The social diagnosis is an annual panel analysighef living
standard conducted by J. Caeghi. It is based on the statistical research
on agroup of 4000 households. The social indiceduded in the
research may be divided into three general cla¥ses

» Demographic and social structure of households,

* Living standard in households related to their maltecondition,
access to medical benefits, culture and recreatsmlucation and
modern communication technologies,

 Life quality, lifestyle and citizens.

The indices defining the demographic and socialicttire of
households are not a separate subject of the anahythis report; their
objective is stratification of the groups of houslels and the population
to enable acomparison of the conditions and qualit living for
particular social categories.

In this project the division of social indices intbe standard of
living and the life quality is roughly equivalerd the division into an
objective description of the life situation (conadiits) and its
psychological significance expressed with a subjectopinion of

138 Diagnoza spoteczna 2005. Warunki i jakeycia Polakow(ed.) Czapiski J., Panek,
the Council of Social Monitoring, Warszawa 201318-15.
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a respondent (life quality). The measurement of lieg standard of
a household includes:

income situation of a household and the income gamant,
alimentation,

material situation of a household, including modeammunication
technology (mobile phone, computer, Internet),

housing conditions,

social assistance that a household benefits from,

education of children,

participation in culture and recreation,

use of health care system,

situation of a household on the labour market,

pension insurance and cover,

poverty, unemployment, disability and other aspeofs social
exclusion.

The indices of life quality and lifestyle of inddaal respondents

include:

general mental well-being (including: the will tovd, feeling of
happiness, life satisfaction, depression symptoms),

satisfaction of particular areas and aspects @f lif

subjective opinion on the material situation i lif

various kinds of life stress (including: adminisitra stress
(“Kafkaesque”) related to contacts with public adisiration, stress
associated with health condition, parenting strésgncial stress,
stress associated with work, ecological stressitahatress, problems
associated with taking care of elderly people,sstid random events
such as assaults, burglaries, arrest),

somatic symptoms (distress measure),

strategy of dealing with stress,

assessment of contacts with health care system,

personal finance (including: personal income, pmnsnsurance and
cover),

value system, risk tendency, lifestyle and indialdbehaviour and
habits (e.g. smoking, alcohol abuse, using druagjious practice),
social attitudes and behaviour, including sociglited,

social support,
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* general assessment of the transformation procesgsamfluence on
the lives of respondents,

 use of modern communication technologies (compubeternet,
mobile phone).

The social diagnosis is a project that covers aveicbpe of factors
associated with the quality of life. When analyzthg method in terms
of possibilities to adapt it to the requirements acsimmune finance
management support, it should be noted that thearels covers many
life areas for which the commune authorities hawreat potential to
shape. As key areas were also designated areab vdnoot be modeled
by the local authorities with respect to conditidos functioning of the
particular local community representatives by pdawy public goods.
Moreover, the information resulting from the detdifactors determining
the level of meeting the needs in an analysed @doea not seem to be
useful as information supporting the process of cbemmune finance
management. For example, one of the detailed facesignated in the
area named “Housing Conditions” is housing autonahjouseholds.
The announced information that almost 3.4 % ofaih@ysed households
was not autonomous in February 2885 without additional
parameterd® determining the needs in this regard, is only aatu
practically useless for the process of planningeexgure in a commune.
It is possible that a situation when householdsaliting a common
property consider it satisfying, therefore, they i feel the need for
obtaining a property on their own. Such interpietat of datum
diametrically changes already its value as inforomatin terms of
management. The lack of reference to the levelealds satisfaction or
the preference for taking up actions in the paldicareas disenables the
processing of the obtained data into informatiorefuis for the
management process. Another exemplary factor isdimid equipment
e.g. washing machine, fridge, microwave oven ettcnentioned goods
in terms of this factor are private goods. Publitharities cannot and
should not interfere with the households propentyhis regard. These
goods are not public goods and only such shoulgrbgided by the
public authorities at all levels. In terms of ptigagoods, the public
authorities should create possibilities for theites in a given area to

139 panek T.Warunki mieszkaniowgin:] Diagnoza spotecznaop. cit. p.63.
140 The proposed factor is the lowest level factoerdifore, there are no additional
parameters taken into consideration that allomnterpret the obtained datum.
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progress to such extent so that needs satisfaobioid be improved in an
individualized way.

The research method of interpreting the obtaineth dies not
include the aggregation of data. Every piece ofd#i@ is converted into
information on the basis of its interpretation ble t researcher,
determined by the researcher’'s knowledge and expegi In such a case
prioritising of the objectives or actions takenth® particular ared$' is
impossible. It also results in serious problemslite application of the
method to support the effectiveness evaluatiorubfip spending.

In conclusion, it should be stated that the coretlicivide-scale
research provides alot of information and allowetglain numerous
phenomena form the past. However, the charactenast of the data
obtained by means of the research and the ways gfrdcessing means
that the conclusions can be used more extensivelociology rather
than in management.

2.2.7Regional (local) research

As aresult of the administrative reform of the vy, communes
became the most significant, in terms of both tlepe of the
management area and the amount of funds left at thisposal.
Therefore, the commune authorities have the greptssibility to create
the regional (local) policy and due to a definitedynaller distance
between the voters and the local authority tharcémgral authority, they
are strongly motivated to undertake as effectiviioas as possible. It
seems to be the main reason for which the commutteolties most
frequently use the local public opinion survey be functioning of the
local authorities and on preferred directions divitees**2. Among the
methods used in communes two dimensions of thargsareas can be
distinguished. The first is the standard of liviafjinhabitants without
considering their belonging to a given commune &hihe other is
strongly connected with the functioning of inhabts in a given
territorial unit. In the subsequent sub-sections #thor provides
examples of analysis of the living standard of dests conducted by
local authorities.

141 Due to the lack of formalised criterion of thetfars aggregation.

142 Dgbrowski Z., Paanowska U.Zintegrowane bazy danych jakoddto informacji
statystycznych o regionigin:] Statystyka regionalna: sondaintegracja baz danych,
Internetowa Oficyna Wydawnicza, PoAnE997.

143 CBX is an organisational unit of the Municipal OfficePozna.
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An example of research which takes into accounh laidtnensions
can be a study conducted by the Quality Life Resegentre (CB4)
in Pozn&a'*3. On the basis of the desk research, quality arahtipy
research conducted among residents and consultaitbnexperts, the
following areas of life were extracted:

« life situation of a respondent and his/her family;
e accommodation, neighbourhood;

* health and health care centres;

» feeling of security and violence risk;

* work and income;

» education and educational institutions;

» leisure and pleasure, entertainment, culture;

» information and involvement level of inhabitants;
» city — identity and urban space;

» social security and poverty areas;

* natural environment, the condition and resources;
» demographic characteristic of the population.

In every area mentioned above two main charadtsisivere
selected and within them — proper indices and thirmal
constructiofh**. The value of the social indices adopted in théhouk is
between 1 and 5. The values of these two indicesa@anverted into two
integrated forms. The first way of integration &ablishing the average
percentage of positive answ¥rs (satisfied respondents) and the
percentage of negative answers, and then settenglifference between
them. The second model of integration is estabighthe arithmetic
mean of all the results of the social indices betwel and 5.
Additionally, the answers are considered in termsex, age, residential
area, education and income. The information obthorethe basis of the
social indices are supplemented by the data cellieoy the measures.

2.2.7.2 The research of the Municipal Office in Gliice

The model of research applied in Gliwice involvegyoan analysis
of the parameters strictly connected with the fivaonditions in the city
and the city management. The level of the satisfaaif the inhabitants

144 See the annex.
145 A positive answer is marked with 4 or 5 in thedgike scale.
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and the directions of development preferred by tham determined on
the basis of the following parameters:

* Identification of residents with the city evaluatea the basis of:

force of the relationship between the residentsthadity,
declared will to continue to live in Gliwice,

preferred directions of migration from the city,
identification of the name of the inhabited digtric
period of residence in Gliwice.

» Satisfaction with housing conditions in the citptdicts evaluated on
the basis of:

distinguished positively assessed aspects offitbe districts,
distinguished negatively assessed aspects oflified districts,
comparison of the living conditions in relation tfoe previous
research,

level of satisfaction with life in a district (corapson of the
districts),

inconvenience of living in a given district,

assessment of the municipal services operation,
distinguished priority tasks for the municipal awilies in
a district,

perception of changes in the living conditions urathg:

ability to do shopping every day,

quality of street lighting,

frequency of refuse collection, unloading dustbamsl cleaning
the dustbins area,

esthetics of the city’s development

quality of signposting,

availability of service outlets,

communication network density and its functioning,

access to health care service,

street cleanliness maintenance,

guality of services provided by health care centres

density of dustbins,

condition of pavements surface,

ability to use libraries and educate youth andtadul

education level in schools,

access to leisure facilities for the inhabitants,
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- possibility of doing sports and recreation,

- condition of road surface,

- quality of road maintenance in winter,

- development of playgrounds for youth and children,

- feeling of security,

- demand for wastewater treatment station,

- general negative changes of functioning in the, city

- feeling of security in the city and particular dists,

- assessment of the effectiveness of the MuniciparGand the
Police,

- assessment of the effectiveness of the publicesyi

- perceived level of influence on the municipal afai

- perceived level of influence on district affairs,

- channels of contacts with the Community Council,

- assessment of effectiveness of the Community Ctaunci

* Assessment of the availability and quality improeem of the
services provided by medical clinics based on:

- frequency of using medical clinics after 01.01.2001

- perception of changes in functioning of medicahici,

- assessment of medical clinics in Gliwice against hlackground
of health care system in Poland.

» Assessment of the municipal authorities operatencgived through:

- improving the attractiveness of the region for tsist

- increasing competitiveness of the local economy,

- attracting investors,

- improving needs satisfaction,

- demand for financial involvement of the city intceating new
workplaces.

» Satisfaction with the functioning of the Municip@ffice determined
by:

- defining strong points of the Municipal Office opg&on,

- defining weak points of the Municipal Office opeoat,

- necessity to change the type of service in the Bpal Office,

- conditions that were improved in terms of the smvin the
Municipal Office,
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- conditions that deteriorated in terms of the servia the
Municipal Office,

- assessment of the level of service in other simmistitutions,

- assessment of the Municipal Office operation inni&le against
the background of other similar institutions,

- frequency of using the Municipal Office after 012001,

- manner of dealing with an issue.

Avalilability and quality of the source of informati on municipal
affairs evaluated by:

- access to computers and the Internet,

- forms of access to computers and the Internet,

- visual accessibility of the online information seesof the City
of Gliwice,

- knowledge of the web address of the online inforomaservice
of the City of Gliwice.

Development prospects, strong and weak points ofi€d in terms
of:

- preferred foundations for the city development,

- perceived limitations of the city development,

- affairs considered the most significant for the elegment of
Gliwice.

Support for the investment priorities measured by:

- compliance in terms of the hierarchy of investmemgsceived by
inhabitants as key investments together with trmmeducted in
a commune,

- level of support for the bypass construction,

- declaration of acceptance of the reverse chargermym favour
of the city development.

Assessment of the cultural and recreational offettie inhabitants of
the city considered as:

- availability of various forms of recreation prefdr by the
residents,

- level of participation in plays by the Music Theatn Gliwice,

- preferences in terms of the cultural offer of thedit Theatre in
Gliwice,
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- assessment of the quality of the sport and recmed#cilities in
Gliwice.

It seems that the selection of indices correspondsh better with
the objective of the research related to the Cit@lwice than CBZ in
Pozn& where the result of the research was a huge anuductaotic
information. The unfortunate selection of the imdicand measure has
a significant influence e.g. “victims of suicidesihich is also
a descriptor of “health care infrastructure”. Adplist of such examples
could go on. Despite being based mostly on sositites*®, the research
in Gliwice seems to be systematised and clearlyided on concrete
answers in terms of functioning of the city. Moreoun the research for
the first time it was attempted to assess the iievof the commune
authorities in various areas, arelative change tledir condition.
However, the research covers a five-year analysithe basis of which
one can only determine an average efficiency ofeegpure. More
detailed analyses based on such data are impashiblertheless, the
model of this research follows the mistakes of sumthex methods
previously described. Additionally, any actions eetaken towards
focusing on aggregating the value of the ratio Whiesulted in the loss
of ability to determine the preference structurehaf entities functioning
in the commune. The questions about the communela@went were
open-end questions. It seems to be wrong. Unforélynahe knowledge
on the competence of communes in terms of shapaygflamework
conditions of development is rather small. Morepvan open-end
guestion creates a possibility to present concreteessary actions,
according to the preference of a given respondantrder to improve
his/her development conditions. This puts in dailet existence of the
authorities and administrative system. As it wasitio@ed earlier, there
was an attempt to determine the magnitude of thectsf obtained by
expenditure related to the particular areas, amiece of information for
the management purposes. The parameters distieguishthe research
do not define totally the abilities of the communeterms of creating
operating conditions that would support its develept. Furthermore,
some parameters were formulated in such away #mataverage
respondent — resident may have found them diffitulassess (e.g. the
basis of the city development). The result is,tagas noted earlier, the
loss of ability to determine the complete view oéfprences of voters

146 Gauges may only be useful in the profile of a aesle sample.
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which means a proper structure of the priorityhef &ctions taken in the
particular areas.

To summarise this chapter, it should be stated thatmethods
measuring the living standard of residents preseintéterature and used
in practice do not meet the requirements of adgpthem as tools
supporting the commune finance management. In tefntise objective
of this monograph, the critical factors disqualiyi the methods
presented above are:

* The failure to recognise the complete range ofitasl of communes
in terms of shaping the factors that determineftamework of their
development.

 The lack of possibilities to determine the resgjtistructure of
preferences of entities operating in a given comendrthis feature is
partly the effect of the failure to recognise alkas of activities of
local authorities — in this case it is impossibde determine actual
relations in terms of the priority of particularjebtives.

* The lack of reference of the results obtained iri@#ar areas to the
level of satisfying the needs in those areas redoly residents and
entrepreneurs — it may result in incorrect inteigtien of the obtained
data and, in consequence, taking wrong decisiortha@narea of the
commune development management.

» The lack of disaggregativity of the research resolitained through
the discussed methods to the cluster of objectneesg part of the
decision powers of the commune. Therefore, theneoigpractically
formalized criterion of transformation of the ol data into the
structure of current expenditure in the followirgpy.

* The lack of an attempt to measure the effects oéthin the previous
period in relations to the expenditure incurrethe-key element of the
analysis, both in case of considering the appbecatf the method to
support the planning of the commune developmenttarassess the
effectiveness of public expenditure.

Considerations on applicability of the methods meag the
standard of living in order to manage the develapnoé the commune,
allow to conclude that it is possible only by a hoet which is based on
the complete profile of preferendésof the entities operating in the

147 The complete profile has to be based on a compdeige of competence areas of the
commune in terms of shaping the framework condstiohdevelopment.
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commune will allow to determine the expenditureusture and, as
a result, it will indicate the direction to obtaihe balanced preference
structure in terms of implementation of the patacubjectives. The
planning of expenditure structure cannot preschothftheir efficiency
obtained in the previous period. A failure to rewag this element will
lead to an incorrect assessment of the influendbaxfe expenditures on
the preference structure of the entities operatuithin the commune.
The problem of identifying an appropriate tool ensidered in Chapter
3.

The ratio (IRGEP) presented in the following pdrtte publication
is not a tool measuring the standard of living ibitdicates what should
be changed in order to create better conditionmfove this standard.
Therefore, it does not reflect the way people buehow beneficial are
the directions of the evolution of the framework deelopment
conditions in terms of development preferences angossibilities of
the local community. In other words, it can be said that the ratio show
how much better or worse the people in a given acedd live if they
totally used the possibilities that they becamerawd as the result of
evolving framework conditions of development in izeq area.
Moreover, there are indications on how to imprdwese conditions. The
structure of the IRGEP ratio is similar to someictural features of the
methods measuring the standard of living. It carsta¢ed that it is the
effect of their evolution, another better suppatioof*®. On one hand
the measure in terms of social needs, on the oethiae efficiency of
undertaken actions.

148 In contrast to the methods measuring the standftiving, calling the presented
index a tool supporting the management is totaléyified.
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CHAPTER III

THE CONSTRUCTION OF INTEGRATED RATIO OF
GROWTH IN ECONOMIC POTENTIAL OF A SOCIO-
ECONOMIC AREA (IRGEP)

3.1.Basic determinants of construction of an instrumentsupporting
development management

The role of local self-governments is to shape #hements of
economic, social and natural environment in ordesuccessfully satisfy
the individual and collective needs of residentd tocreate conditions
for versatile developmetf. It should be highlighted that local
development is a process of preferred and deshiadges in a delimited
sub-region i.e. in a local socio-territorial systeharacterized by special
features of space, economy and culture as welbeal Ipreference of
needs and hierarchy of valdgs The changes ought to be shaped
through limiting the possibilities of acting in t&n areas of
development and by creating and encouraging aetvih other areas.
Such sequence of enhancing and obstructing is igectéen the present
monograph as the process of shapingneral anthropogenic
conditiong®,, determining development of agiven area. These
framework conditions have the nature of public goadd they must be
accepted by members of the local community. Therggeisite for
stable development of alocal government unit i€eptance and
approval from local residents with respect to atés undertaken by

149 Domanski T., Strategiczne planowanie rozwoju gospodarczego gntitey Agency
of Communal Development, £4d 999.

150 Zarzgdzanie rozwojem lokalnym. Studium przypadk@wBrol (ed.), Wroctaw 1998,
p. 9.

151 General conditions of development here mean atlifes of a given area moderating
this development. They might be both the productattiral processes (e.g. topography,
landscape, accessibility to natural resources)thadoroduct of human activities (e.qg.
road infrastructure, character of fiscal commitmextessibility of education facilities,
public assistance etc.). The general conditiondevkelopment of anthropogenic origin
concern all units active in a given area and havaracteristics of public goods in
a wide scope. That is why, their shaping shoultheedomain of self-government units’
activities of this level on which the knowledgetbé developmental needs of a given
area is the best.
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local authoritie®% local economic programmes (strategies) should be
the effect of autonomic decisions taken by the a@iiies after being
discussed with and approved by local commuriitted his requirement
can be met only when the development concept pesfeby the
authorities is in accordance with the averaged epeeice profile of
entities of this community. There is no successéud effective
accomplishment of developmental aims in separafiom residents’
preferences, even when objectively the aims amadtated properly and
with benefits for the commune. The dialogue withnmbers of a local
community is very important, they must be informathout the
competencies of local authorities and activitieat thre performed by
them.

The method proposed by the author based on thgratesl ratio of
growth in economic potential of aregion (IRGEP)IIwassist local
authorities in evaluation of efficiency and expéuad planning processes
as it is ready to perform both functions in a naltway by means of data
collection. As the result of conducting a questans the information
about the competencies (defined as general conditbdevelopment) is
disseminated among the residents, and in the yedailow the interest
in the changes of framework conditions allowingt@luate the structure
of importance and dynamics of changes in every pemod within the
scope of individual framework conditions will be &osay “forced” on
the residents. It must be stressed that the infiomdlow is two-way,
which makes the social dialogue more effective. Sitgation could be
deemed ideal when the aspirations of a local coniywith respect to
their developmental needs are fully satisfied bgaloauthorities. It
should be remembered that the strength of a loekm lies in direct
delegation of proper competencies to the leveloafll authorities to
enable realization of articulated needs of the llocammunity>*

152 Szaja M., Wspdlnoty lokalne w rozwoju gminnych jednostek sapdowych,
Scientific Journal of Wroctaw School of Banking ¥8/2012.

153 Frackiewicz L., Ubostwo jako kwestia spoteczrraca i Zabezpieczenie Spoteczne
1989, No 9, p. 13; after: R& K., Samorzd terytorialny ijego wewgtrzna
transformacja Publisher by Adam Marszatek, Tar2007, p. 82. See: Kowalczyk L.,
2004,Zarzgdzanie miasterfin:] Ekonomika i zarzdzanie miastenR. Brol (ed.), Oskar
Lange Academy of Economics, Wroctaw, p. 168; Wajb@wski E., Zarzdzanie

w samorzdzie terytorialnymDifin, Warszawa 2003, p. 137.

154 potoczek H.,Programowanie rozwoju lokalnego iregionalnego jakadanie
samorzdu terytorialnego [in:] Stymulowanie rozwoju lokalnego — perspektywa
spoteczna i organizacyjn®atrzatek A. (ed.), Tofu2001, p. 11.
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Therefore, the optimum situation is when the strect(resulting from
general framework conditions) of satisfaction oéde for development
clearly articulated by the entities residing inieeg area, is in line with
the structure of their preference. Then it mightrbeognized that the
level of satisfaction of developmental needs igyfslstainable. If it is
assumed that framework conditions that determineldpment define
a certain developmental space, it might be said f@nts whose
coordinates reflect such level of need satisfactioevery next period
create optimal undisclos&d trajectory of developmentharacterized by
full balance of the structure of preference of teggiactive in the area.

In light of the results of the analysis conductedier, it should be
emphasized that the consistency of preferences atery i.e.
representatives of alocal community with the dicets preferred by
representatives elected to local self-governmetitaaities might be only
coincidental®®. It should then be assumed that the importancelafge
proportion of preferences of the residents is tasextent overlooked by
the authorities of the commune; also there mightab®sonsiderable
difference between preferences of the residentspaefitrences of the
local authorities. As a consequence, certain ansoahimoney may be
spent in directions not necessarily preferred by tlesidentS’.
Nevertheless, the residents are usually not fulliara of the actions
undertaken by their local authorities. That is véhynodern and effective
instrument for development planning must ensurdemiically social
nature of planning what in practical terms meankriping with the
people” instead of “planning for the peopi?

Therefore, to assure applicability of the methosgedoaon the system
of ratios in supporting commune development managpemand

BUndisclosed here means that in a given situati@rethis no necessity of direct
determination of the optimal trajectory, it is egbuo know the criteria of evaluation of
how close the development to the trajectory isa proposed solution the appropriate
level of importance of ,ai” factor has the role sfich a criterion. Check also
pp. 98-102.

1565ee sub-section 1.3, p. 42.

157 Ostrom V., The meaning of American Federalism. Community degdion... op.
cit. p. 172.

158 Wojtasiewicz L. Planowanie rozwoju lokalnego op. cit. p. 38.
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facilitating evaluation of efficiency of the purslisocio-economic policy
it must be characterized by the following feattites

it should be possible to disaggregate the globtdrawn into levels of
administration and into branch&€swhere credibility of the results
obtained should not depend on the level of disagdren,

» partial and quantitative ratios of effectivenessudti be coherent i.e. it
should be possible to bring them down to a “comm@mominator”. It
would then be possible to conduct a comparativdysisaregardless
of characteristics of the economic activiy

» the proposed method should be characterized bynalea approach
i.e. such description of the evaluated aspectsunttioning of the
object under examination must be provided to assomsideration of
all factors affecting its realization.

An aspect of the ratio which is very significandrfr the perspective
of management of communal development is updaits glarameters in
time. It is obvious that if as a result of undeemlactivities the intended
aims are achieved, in the next period, more atienghould be paid to
those areas whose significance will be perceivegtlasively higher and
to areas where it will be possible to improve ineaonomically effective
way general conditions which constitute the base ré&alization of
development. Therefore, the efficiency of actiatieindertaken to
accomplish a given effect is equally important as taccomplished
effects.

Another assumption to be considered is equippiegabl proposed
by the author with universality of its applicatiorhere is no justification
for a study in which areas with different divers#tiare examined, e.g.
urban and rural, using the very same set of voluanesweights assigned
to them. This approach is a common weakness ofthall methods
presented so far. Unevenness of the level of dpuedat of various local
areas means that some communities have to taleadb make up for
the civilization gap. Therefore, the scope of socieeds and,

159 Ostoj J.,Teoretyczne podstawy tworzenia kryterium efektyeingospodarowania
[in:]] Wybrane problemy teorii i praktyki efektywsnbgospodarowaniaScripts of the
Silesian University No 402, Katowice 1982.

189n case of local self-government units, the lewets the management levels, whereas
branches would be divisions or other units of adstiative structure.

161 1t s therefore possible to compare e.g. industiieanmunes with typically touristic
communes.
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consequently, the tasks for local authorities sthobe focused on
providing a minimum of a decent existence for thsidents of a given
communé®2 However, in communes which are characterized mpeh
higher level of development, more efforts should daected towards
satisfaction of more sophisticated needs. Thergfdhe proposed
instrument must automatically adjust the valueseastain parameters to
the specifics of particular areas where it is used.

The implementation assumptions of the new tool khoclude the
postulate ofsustainable level of satisfaction of developmentgdsin
particular areas represented by suitable parametéhe proposed ratio.
The characteristic feature of actions which shdyee dptimumgeneral
conditions of a particular area cannot be intemsgfyactions in domains
where the high level of development is already ledcat the cost of
domains where the level of development is not featisry as this will
result in deepening of the developmental gap isdh&reas. Therefore,
the management of a particular socio-economic areast be
characterized by efficient striving towards achieeat of the optimum
state of the local system i.e. in which purposedafof all directions of
allocated resources creating framework conditicors development is
identical®,

The methods of measuring the living standardsctifig the level of
development of a particular area presented in @ndpto not meet the
above postulates, therefore, application of reseaesults in practical
management of a commune seems to be insignifiddm. results are
most commonly used as instruments for creatindialls of ratings of
countries, regions or other territorial units. Theners of that ratings
gain additional prestige while the losers are Uguabt able to draw
conclusions. The effect of sui genersetichmarkingi.e. learning from
the best is not observed here. What is more, sesdarch points only to
the final results and the value of the results oaie fully interpreted in
accordance with the process(es) or conditions wihiagered these
results. Neither the results may be interpretett vaspect to the areas of
needs reported by community. The absence of linkstimned above
leads to a situation in which currently used meghoél evaluating the
living standards do not reflect the real situat@fna local community.

162 Kida J., Samorzd terytorialny a zaspokajanie potrzeb spotecznyobzwdj [in:]
Funkcje samorau terytorialnego a lokalna jaké zycia, A. Pieczara (ed.), Warsaw
University, Warszawa 1995.

183Compare: Pazio W., Pazio MPplityka gospodarcza. op. cit. p. 111.
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That is why the examination of territorial units means otthe same,
standardizedset of indicators and measures (not to mentiorfabiethat
standardization does not always go hand in hant wadntent-related
justification of the indicator construction) doestnprovide enough
information required to achieve an improvement e tstructure of
expenditure of a commune. Attempts at evaluati@etdan the set of the
same standardized measures, of a fixed researahnatiene also seem to
be unjustified due to changeability of conditionf tbe environment
where the examined objects function and becausehahges in the
preference hierarchy of the objects themselves.

In conditions of tight control of the directions expenditure which
is meant to measure economic efficiency of selfegomental units and
other national agencies, financing of relativelypenxsive research must
have strong justification. Therefore, the main obye behind
application of the proposed instrument should ek ranst be support of
planning activities by means of supplying inforroatinecessary in the
process of creation of the general conditions faretbpment also in the
area of social polidy* The second application of IRGEP planning tool
is the evaluation of effectiveness of relevant i undertaken in
previous periods.

In the analysis and evaluation of social processeks effectiveness
of realization of the assumed social goals the mositmonly used tool
are the so called Social Indicators. In areseaatducted under the
auspices of the UN the basic criteria of qualitysotial indicators were
formulated. It is deemed that each and every indicaf social nature
should®®.

* be available for the entire country,

* permit disaggregation by respective regions or hyputation
groups®®,

* be reliable enough to be used as time series.

Among contemporary methods of building systems oré&as the
level of social development one may distinguish approaches. In the

164 Kordos J.,Metodologia i wykorzystanie wskakéw spotecznyckin:] Jaka¢ zycia

i warunki byty the Library of Statistical Data, Volume 40, Waaa 1991.

Handbook on Social IndicatgrsUnited Nation Statistical Office, Studies and
Methods, Series F, No 49, New York 1989.

185Considering the indicator as an instrument for myan@ent, one must pay attention to
the possibility of its disaggregation to the grawgeds.
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first one the starting point is to forecast thecatbedsocial risks®’. This
approach assumes that social policy is forced Ibyaiceimperfections of
the market. It presumes that most people, modtefime will be able to
derive adequate benefits provided by the markeheéoextent sufficient
enough to satisfy their needs. However in someasdns which are
relatively easy to predict the market may fail egfduced productivity,
disability caused by old age, unemployment, illessstc. It implicitly
leads to a passive definition of social policy:vénd a social problem by
means of social welfare syst&h The reality shows that such form of
social aid fulfills its role only in a short-termegspective. In case of
massive, long-term inability to earn money, appiaaof passive social
policy freezes the system instead of giving itmpulse to change.

An alternative approach promotes aview based ourees
(possibilities) for creation of potential wealthdaon future needshe
resources and needs approachheoretical foundations underlying this
approach is A. Sen'® definition of poverty seen as the absence of
capabilities for realization of life goals. Thispgpach focuses mainly on
the resourcéd’, which a person may mobilize in each and every
situation. In opposition to thésocial risk” approach where more
important than precise forecasts of possible futsit@ations more
effective seems to be provision of such condititiad will facilitate the
growth of objects by means of their own initiativehis concept suits
better the idea of endogenous growth, which empbhaself-satisfaction
of social needs by empowerment namely creativitg activity of
a human being*,

For the purposes of supporting management of coremun
development understood as creatimpssibly optimum potential
opportunities (framework conditions) of using thatgntial available in
its territory, it seems appropriate to build a systof indicators based on
the concept of the second approach discussed abevause this
approach is based on sources of creating potentighlth. The
application of this approach will help specify geleframework
conditions determining the areas of activity of tigects functioning in
given area.

167 Esping-Andersen GSocial indicators and welfare monitoringop cit. p. 9.
168 Esping-Andersen GSocial indicators and welfare monitoringop cit. p. 12.
169 Sen A. Ineuality reexaminedClarendon Press, Oxford 1992.
"Resources are mostly public goods.

71 Kida J.,Samorzd terytorialny a zaspokojenie potrzebop. cit. , p. 71.
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For this purpose, one may attempt to apply the epinof pentagon
proposed by Nohlen and Nuschélérwhose 5 tops define the conditions
of activity of entities in a given area:

» growth,

* work,

* equality/justice,

* participation,

* independence/self-reliance.

Growth as an economic indicator does not cause sagyificant
measuring problems. The right questions to be pbsed would be the
guestion about determinants of economic growth givan commune
and especially those determinants that can beyeasilienced by the
local authorities. It seems that special attensbould be paid to the
possibilities of local authorities to create infrastural conditions. The
success of local economies heavily depends on toesa to road
infrastructure which opens distribution channelsdoods and services.
The development of telecommunication and IT netwoik of equal
importance. Another vital aspect of facilitatingpaomic growth is the
attitude of local authorities towards entrepreneditss attitude should
manifest itself in openness to the needs of estd@ively acting in the
commune and support, within financial and legalsgmbties, for local
initiatives defined by a widely understood socrdérest.

The second top of the pentagon — work - is undedsé&s the activity
of people employed in the manufacturing proces$jesti to work
division and organized. Although it is not untritdeaves out a large part
of the population working in developing countriesthe so calledelf-
employed pogr both in rural and urban regidri$ It is therefore
appropriate to consider both dimensions of workus[iin each commune
there is a number of workers available for hire wdxpect working
conditions to be created for them and entreprenguoictuding the self-
employed), with whom it is necessary to maintaiosel cooperation in
the process of creating those conditions. The &k structure of work

172 D. Nohlen, F. NuscheleiVas heit EntwicklungZin:] id.: Handbuch der Dritten
Welt Bd. 1, 3. Bonn 1992, pp. 55-75.

173 Thimm A., Demokracja, demokratyzacja, prawa cztowieN®WA KRYTYKA 12,
2001.
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resources is of fundamental importance in this'¢asé seems that local
authorities should have an impact on both dimerssioentioned above.
The role of local authorities then, is to influentese searching for
employment’®, influence employers functioning in the area and
coordinate their mutual cooperation. This interaelsace is illustrated
in Image 2.

Image 2. The role of local authorities in shapinghte conditions for opportunity to
fully utilize the work resources.

LOCAL
AUTHORITIES

SEARCHING FOR

ENTREPRENUERS EMPLOYMENT

Source: Own work.

Hired workforce should be treated as a resourcelandole of local
authorities should be creating such conditions Ictv this resource can
be effectively utilized. When it comes to local lautties this pursue
should manifest itself in shaping such conditiomsdevelopment of this
resource in which its size and structure with resge qualifications
corresponds to the current needs of entreprenbBuder to meet this
requirement (arrow no. 1) local authorities shoulgate favourable
conditions for residents to settle down in a giecemmune (satisfaction
of housing needs). Shaping an appropriate strucftigualifications of
the workforce available in a given area is only giole thanks to
providing the members of the local community wittueational services
which are in line with what the employers need. Hlogion of people
searching for employment should also embrace tiwdgehave to make

174 Szymla Z.,Regionalne uwarunkowania rozwoju przemystaktad Narodowy im.
Ossoliskich, published by Wroctaw 1994, p. 67.

n the considered issue the tepaople searching for employmealso includes
potential job seekers, namely the youth making gle@es concerning their profile of
education.
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a decision about the profile of their further edigra Local authorities
should be able to correctly anticipate the dirediof development of
their local economy in order to identify the demdademployees with
certain qualifications. The probability of achieginthe forecasted
conditions or needs in case of communes may bawedlahigh as local

authorities belong to the group of initiators andcilitators of

development.

The relations between local authorities and engreguirs (arrow no.
2) are bilateral. On one hand, entrepreneurs peowitbrmation on their
current demand for employees with certain qualiitices and with
preferred directions of development. On the otttes, entrepreneurs are
under influence from local authorities: their aitfivs determined by the
general conditions created by the authorities of e th
commune/municipality. All activities undertaken hwthorities in this
matter should be focused on creating better cawditifor activity in the
preferred directions and limiting the possibility development in areas
which are undesirable.

The coordination of the relations between entreguies and entities
searching for employment (arrow no.3) should beedinat opening
efficient information channels. In this way the coome may support the
activities of powiat self-governments which are passible for
counteracting unemployment.

The activities undertaken by local authorities stidae devoted to
such modifications of the resources and condit@veilable in a given
area to facilitate prompt and sustainable developmEo achieve this
aim local authorities should dispose of instrumeaiswing to evaluate
firstly the state of particular areas of their aityi which are essential for
development, and secondly the extent to which tlet®ns provoke
changes in development which may be accomplishadkghto those
actions. Obviously, from the point of view of evation of efficiency of
the undertaken activities it is very important tdimsilate such
development which is compatible with preference®acdl residents.

A development policy, which is not based on volapntzooperation
between the citizens (for their own sake) with thehorities, will be
ineffective and might even be harniflil In all areas of their activity
public authorities deal with people who focus ositlown benefit and
they are naturally entitled to do so. The decisidaken by local

176 Thimm A.,Demokracja.. op. cit.
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authorities to alarge extent determine the frantkwaonditions for
independent activity of local people. However,hé tdecisions are seen
by citizens as a threat to their own interestsy thil try to oppose them.

If political resolutions are to be effective thadressees must perceive
them as beneficial for their own interests. Pgstition on the part of
local residents in decision making processes ispassable to ensure
the result. If people contributed to the planninggess they will also
cooperate in the implementation phase of those spldtence, the
participation has two dimensions: the dimensionplainning and the
dimension of implementation. It shouldn’t be igrebreowever, that
residents also plan on their own (individually or ¢ooperation with
others) and pursue their ideas and concepts rglatoser (and possibly
more distant) futurfé’. The decisions of central and local authoritigs se
general framework conditions for independent plamswever, these
conditions are included in calculations of futuci@ns.

There is yet another formal aspect which cannohéglected, the
general conditions must be deemed stable and lelidbe stability of
general conditions means that the relevant reguatimust refer to
longer time perspectives and should not undergo a&ugden
modifications.

The last top of the pentagon i.e. independencersigince should be
perceived through the prism of independence of iops1as well as
economic independence. The latter might, in tuesult from the
condition concerning work. Moreover, self-reliarst®uld be understood
as apossibility to make one’s own choices. As #@swpreviously
mentioned, the authorities should create a propndwork in which
entities can act freely, however this freedom carmaxzeed the defined
area.

To put the concept of supporting commune developmeposed in
this monograph into practice, it is necessary gcgp general conditions
for entities functioning in the area and to defittee state of this
conditioning. It is a pre-condition for definitianf effective steps which
will have to be taken in order to modify the coruatis.

"That is why the form and the methods of researdhénarea of monitoring evolution
of preferences with respect to local developmentaiducted in order to establish
preferred changes in conditions moderated by a ammef self-government, has an
incredibly significant role. The research (e.g. gtimnaire) might perform informative
- cognitive function but also educational-inspiriiagction for a local community.
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In this situation it is possible to use two kindsralicators proposed
by H. Zemelmatr'®

» result indicators,
* processes indicators.

Using these two kinds of indicators allows to arat two important
pieces of information as the result of conductirgingle research:

» current evaluation of the present condition of éxamined feature
(e.g. development condition of road infrastructubet define a given
general condition of development,

» which phenomena (activities) brought about a gis@mdition.

The knowledge of the values of indicators definithg state of
agiven area (result indicators) provides informatithat supports
decisions concerning the necessity of undertaketmprms correcting the
general conditions which were evaluated with respedheir validity.
Moreover, this knowledge also allows to comparesinecture obtained
in the of levels of importance/validity for partlau areas with the
optimum structure which assumes balancing of atlega conditions
which are of key importance for development.

Referring the size of the obtained changes (presesxlicator) to
the quantity of relevant expenditure gives founmtadi for evaluation of
the efficiency of activities taken in defined ditieas. The opinion poll
conducted among the residents offers the basestableshing the value
of both indicators. The survey method respectgtistulate of adjusting
the tool to the state and evolution of specifictdeas of functioning in
the examined area.

The objectives accomplished in a given period wfetihave direct
influence on planning future activities. The acle@vievel of needs
satisfaction with respect to general conditions given socio-economic
area which constitute basic elements of the ra®jt was mentioned
before, should not be a direct object of researthwever, it must be
included indirectly, as it undoubtedly impacts theerarchy of
preferences of alocal community concerning paldicugeneral
conditions for further development. That hierarehyery significant in
the planning process of actions in the subsequembg of time, when it

178 Zemelman H.)ndicators and complexity. Some conceptual proppsadoceedings
of the Conference held by the United Nations Ursitgr UNESCO and Committee
POLAND 2000, Jabtonna 3-5.12.1981.
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IS necessary to choose between many different anmsonditions of
limited financial resources.

The level of particular components of the ratioleef the
relationship between the level of significance etessity of change of
a given general condition and relative real chamgech occurred in the
area, is the starting point for further analysid #ime base for evaluation
of efficiency of expenditure. It may be arrivedtlatough comparing the
dynamics of expenditure associated with the imprmm of a given
general condition and the dynamics of change ofpmorant parts of the
ratio.

Supporting local development is possible througimidication (in
cooperation with entities functioning in the are®)appropriate general
conditions and consistent maintenance of select@gectobns of
development. The next step should be specificatibrthe need for
a change or the necessity to upkeep the generditms to enable the
development of resources located in the area inddwred direction.
However, it must be observed that the need in tlpes of size and the
structure of resources desired by alocal commumiyy be precisely
defined after the user makes a decision expres$sgilger preferences in
regard to a service or godél Therefore, it is appropriate to examine the
structure of validity of particular resources anfife@s brought by
allocation of financial resources as well as deadisitaken with respect to
development of those resources. What is more ngteuiment which is to
support the local authorities in their planninggasses aimed at creating
possibly the best conditions for local developmgmbuld consider the
dynamics changes in the preference structure of éxamined
community. Social development triggers changes @amng of certain
factors for further development or even entirelymelates such
influence. There are also new social phenomena trrctares the
influence of which cannot be overlooked. For exammte may observe
a change in the view on raising children. In thadittons of imperfect
job market which generates involuntary unemploymgating mothers
try to shorten their maternity leave to maximum gedtl back to work as
soon as possible. For local authorities it is aaighat a new need to
expand the existing childcare system emerged.dtalsange that must be
provided for in planning of the development policiherefore, the

17% Ostrom V., The meaning of American Federalism. Tworzenie speistwa
samorzdowedg the Polish Psychological Association, Warszawsz@h 1994.
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proposed method for measuring development of assmnomic area
must be dynamic with respect to the set of valmésgrated therein as
well as the meaning of each and every one of them.

Describing the assumptions of the method of meaguri
development of a socio-economic area it is worthemmbering that in
any deliberations concerning actions for creatiagetbpment conditions
the good of citizens should always be in the ceotettention. The idea
of lasting and sustainable development cannot bmonaglished in
isolation from the issue of protection of the natugnvironment. The
development processes must also account for thelsneé future
generation¥%. Development planning must be a process embracing
a long-time horizon taking into account the neetifuture generations.
On the basis of the postulates formulated duriegctinference in Rio De
Janeiro on sustainable and lasting developmentandobdopted the
understanding of sustainable development as sudttidin in socio-
economic development which integrates politicabreenic and social
activities while preserving the balance in natuesvironment and
stability of basic natural processes to guarantessipility of satisfying
the basic needs of communities and citizens of gmtesnd future
generation¥, In deliberations about optimum development oégion,
it must be acknowledged that preservation of naemgironment is an
integral part of sustainable development policy anglgnificant factor
defining standards of living in agiven area. Thieose-mentioned
conclusion implicates the necessity of consideriagvironmental
protection in the considered set of general comastidetermining the
possibilities of development in a given area.

The application of IRGEP tool, whose constructienbased on
examination of preferences and dynamics of chandk wespect to
satisfaction of needs within the scope of evolutioh framework
conditions of development, should facilitate rela# between local
authorities and members of the local community.dl@uthorities raise
their awareness of development directions prefebogethe residents and
the residents, in turn, are better informed abbatinitiatives and steps
undertaken by their local authorities. As the resthe process of

18%Report of the United Nations Conference on Envirentrand Development (Rio de
Janeiro, 3-14 June 1992), Annex |, Rio DeclaratarEnvironment and Development,
principle 4.

8IAct of 27 April 2001- Environmental Protection AGtournal of laws 62, item 627,
article 3, point 50).
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managing development in a commune/municipalitynisamced, which is
a “value added” coming from the application of #wdution proposed by
the author.

3.2.Integrated ratio of growth in economic potential of a region
(IRGEP)

The considerations so far focused on the definitcdnfeatures
characteristic for asocial indicator to be usefd an instrument
supporting local development planning. Such indidedtio should meet
the requirement of universality what, in this caseans the possibility to
adjust it to the characteristics of the examinedaawhenever it is
necessary. What is more, the ratio should accaamthie dynamics of
changes occurring in the area and ensure that theswes are included
in the process of expenditure planning in subsegueeriods. In
accordance with the postulate of creating the pdigi to use the
instrument based on the integrated ratio of grawteconomic potential
(IRGEP) to improve the conditions of functioning eftities in a given
area, the tool based on the ratio must be ableetermine the level of
needs satisfaction with respect to key generalitiond of development.
The criteria presented in the work meet all theuneg conditions;
therefore, it may be considered as an instrumgopa@ting expenditure
planning and evaluating the efficiency of expenditu

Unlike other methods for measurement of the levaelevelopment
suggested so far, the concept of the integrated (RGEP) assumes
measuring relative changes in values of volumesentisé for
development which describe developmental spac&e@fcommune not
just the values of these volumes achieved in angiaeea. This
assumption distinguishes the method proposed bwutteor from others
presented in the literature. IRGEP planning toctdoot measure the
level of development that was reached in a giverioseconomic area
but it examines the dynamics of this developmemnddmns in a certain
period of time. Therefore, the results of studykey factors describing
a given area are relative values. The obtaineditseate useful in the
evaluation of accuracy of directions undertakerhi@ past and help to
determine future directions of activities. But &asvas said before, the
tool does not measure the level of developmenthezht the commune.
The advantage of results arrived at by means ofHRG@ that they help
evaluate efficiency of activities of local auth@# and this evaluation is
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provided through the eyes of voters. The consioactif IRGEP ensures
full comparability of the obtained results regasdl@f the features of the
examined areas such as: size, the character afd¢lae(urban or rural) or
the volumes of revenue. What is more, as a reduiheasurement of
relative changes in the examined values, the pempastio is an
instrument of dynamic nature. It means that theievalf the ratio reacts
to each and every change in the parameters offtfieoement, therefore
it is possible to take any necessary correctingastin case of lack of
expected effects in the form of satisfaction frondertaken steps, or to
direct a flow of expenditure in a new directiondase of achieving the
assumed aims in agiven field. The relative changlele in case of
values directly measurable assumed in the congirucif the tool,
allowed to obtain a result which is not burdenethvainy unit, therefore
making aggregation possible.

Measurement of the dynamics of change in the sadpgeneral
conditions of functioning in the commune, defined akey to its
development, is implemented through referring thates of an i-
determinant of development at the end of the exadhperiod (Qi) to the
base value of this evaluation at the beginning loé tperiod of
examination (Qibaz). It is worth emphasizing thatprovement in
conditions for functioning in an i-area may be anptished in two ways:
increasing expenditure in a given area (ai) or owpng the efficiency of
utilization of available means. In such a case, amiees at efficiency or
efficiency of undertaken actions. In case of insheg the expenditure in
agiven area, the effect should be immediately biasidue to
intensification of actions. The same effect mayabkieved by means of
increasing the efficiency of utilization of availabmeans. Within the
same amount of resources the produced effect mavée better. It is
possible to imagine a situation in which the chanfike actions taken)
are not recognised by the residents in but therea ®nsiderable
improvement in functioning conditions in the aréa investment in
a teacher training scheme, for example, will reBulthildren achieving
better grades at school and higher satisfactiom fitee learning process,
but parents will probably remain unaware of theestment local
authorities made in teachers’ educatfénA well conducted informative
policy concerning actions undertaken by local gowents is very

182 Described effects may be indicated in the anahfisthe results from the
guestionnaire, in particular on pages 112 and 121.
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important for that matter. It might be a good ideacopy the model of
dissemination of information used in case of inwesits made with the
participation of EU funds.

Application of the ratio of measuring the dynamafschange in
particular areas and ranking indicators descrileddvia. makes it possible
to apply some kind of benchmarking of undertaketivities. It results
from the possibility to analyze parameters in gatér areas or even
within particular actions or institutions e.g. pem schools.

Selected general conditions of commune developnagdrt from
the presented criterion, will be additionally vesd through researching
a representative group of entities constitutingivarg socio-economic
ared® Such verification shall be conducted as a resifiltnaming
ranging indicators by those entities in accordawdé perception the
level of validity of undertaken activities aimed atodification of
particular conditions.

where:

Qi — evaluation of the condition and its developmeeterminants (e.g. road
infrastructure) done by a representative group ofnenune residents at the end of the
examined period.

Qivaz — evaluation of the condition and its developmdeterminants (e.g. road
infrastructure) done by a representative group @hmune residents at the beginning of
the examined period.

a — ranking indicator reflecting the validity of asgn determinant (general condition)
of further development.

The value of ranking indicators is establisheduahsa way that their
sum must always equal dfi& Thanks to these indicators IRGEP tool
can be adjusted to each examined area, whichasdardance with the
postulates to be found in the work of E.S. SolotfonGiving the
examined general condition low value of rankingi¢atbr automatically
lowers its share in the final indicator value oimehates it totally. For
example, it might occur that in touristic areas dleasity of road network

183The construction of the instrument assumes thecehof particular aims, not their
relation. The significance of such solution wagifiegl in sub-chapter 1.3.42

184 A detailed way of determination of ranking indizet was described on Supporting
the evaluation of expenditure efficiency .

85ee page 87.
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is not as important as in industrial areas, theesfbe rank of this type of
a general condition will be relatively lower there.

It is assumed that a commune is on the optimal phttevelopment
when the value of all ranking indicators is the saand equal§» (where
n is the number of examined general conditions ofeltgpment). It
results from the fact that from the point of viewtloe local community
the equality of ranks reflects the same validity different areas of
activity with respect to shaping conditions whicéivé a big impact on
development of the commune.

A simple sum of changes of developmental poss#slitreated and
moderated by the commune extracted by means ofatadi ai, used as
a criterion, has a certain defect. This defect Itestiom the lack of
comparability of evaluations of progress in deveteptal opportunities
preferred by the residents - as in theory theeepsssibility of growth of
IRGEP ratio with lower volumes of expenditure iretleondition of
unbalanced ai.

That is why the index of dispersion correcting iadue of ratio by
the value of dispersion of the structure of vajidif particular areas of
activity*®® was introduced.

Ultimately IRGEP takes the following form:

Yo
ZWRE= i=1 Xibazowe
1+o0

where:

Qi — evaluation of the state and this determinantde¥elopment at the end of the
examined period (e.g. the condition of road infrasture),

Qivaz. — evaluation of the state and this determinand@felopment at the beginning of
the examined period,

a — ranking indicator reflecting the significance afgiven determinant (general
condition) of further development,

o— standard deviation of ranking coefficients.

Including in the ratio the coefficient of variatiaof the standard
value of importance factor ai which defines the assgty of taking

186 7abka A., Zastosowanie zintegrowanego wé&hkiia rozwoju ekonomicznego
potencjatu regionu w zagrlzaniu gmig, [in:] Rozvoj Euroregionu Beskydy II, Zilina
2003, p. 285.
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further actions in particular areas, allows to gpdse the achieved
direction of commune development in the examinedodeto direction
in full accordance with undisclosed optimal trapegtof development.

As aresult of comparing two communes with the salees of
relative changes in the area of examined generaditons of
development, the commune with larger dispersalrefgpence structure
obtains alower aggregated value. Therefore, atsiu where two
communes reach precisely the same relative chawfgparameters but
different preference structure should be considefed data included in
Table 10 illustrate the example better.

Table 10. Comparison of communes A and B with respéto the obtained value of
IRGEP.

Q
@ | COMMUNEA COMMUNE B Z —Xa
g baz
< Qi / Qbaz a Qi / Qbaz a COMXUNE COMI\éIUNE
1 2 0.1 2 0.2 0.2 0.4
2 2 0.6 2 0.2 1.2 0.4
3 2 0.03 2 0.2 0.06 0.4
4 2 0.07 2 0.2 0.14 0.4
5 2 0.2 2 0.2 0.4 0.4
x=1 x=1
ZWRE 2 2

Source:Zabka A, Zastosowanie zintegrowanego wskka rozwoju ekonomicznego
potencjatu regionu w zagrlzaniu gmig, [in:] Rozvoj Euroregionu Beskydy II, Zilina
2003, p. 287.

In case of obtaining the same value of coefficntelative changes in
the area of general conditions of development, lsothmunes obtained
the same value of the ratio. If we consider anmgs$ion that an area is
developing in an optimum way when all ranking ciméghts are equ#l’,
the actions undertaken in commune B should rede#ter marking due
to more homogeneous preference structure in treearshaping general
conditions of development. Dispersal of such stmecshould be deemed
unwanted and hence the value of indicator shouldabjisted by
coefficient of this dispersal. Standard deviatioraswused as the

8Development of a region runs in accordance withuthdisclosed optimum trajectory
postulated by the authdsee page 13
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coefficient. As the result of inclusion of the cii@ént correcting the
achieved growth by dispersal coefficient of prefee structure, new
appropriate value of indicators for both communesenobtained:

Table 11. Comparison of communes A and B with respeto the adjusted value of
IRGEP.

COMMUNE A COMMUNE B
Q
> = xa, 2 2
baz
STANDARD DEVIATION 0.23 0
ZWRE 1.62 2

SourceZabka A.,Zastosowanie zintegrowanego wakifia...op. cit., p. 288.

As the result of application of an extended versibrthe ratio, by
including dispersal of the preference structure, difference between
both communes became more apparent. The valueeofatiov in the
commune with optimum structure did not change, h@wvehe value of
IRGEP in case of the commune with large dispersdhe level of the
structure was corrected. The example shows the aosgn of the ratio
in two different communes but it is also possildeapply the instrument
to conduct inter-periodic comparisons.

The construction of methods for evaluating stanslaodl living
presented in Chapter 2 is based on one out of Kinels of solutions:

» construction of sets of individual (partial) meassyr

» construction of synthetic group indicators for pautar groups - kinds
of needs,

» search for one synthetic measure, characterizirgg déRamined
phenomenon.

The most appropriate approach would be applying thlee
procedures at the same time as only then it isifgest get the full
picture of standards of living seen globally and understand its
structure. The application of synthetic indicataharacterized by
a collection of variables (measures), which wilbwhthe level of needs
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satisfaction to qualification of living standardesas justifiablé®®. The
tool proposed by the author meets the requiremiecrabining all three
kinds of solutions mentioned above. The constraatibthe ratio ensures
aggregability of evaluation of areas where locahatrities act towards
creation of general conditions for development frthra point of view
both the needs recognized and effects arrived #Hieasesult of incurred
expenditure, to one synthetic measure. As acoesegy the
phenomenon of loss of certain amount of informatwmich usually
accompanies the process of data aggregation, dbescur.

A significant feature of the integrated evaluatisna fact, that it
relates only to actions taken in the examined perithis evaluation is
not influenced by strong and weak points of paldicuicommunes
resulting from actions undertaken in the past. dibsolute values used in
other studies carried this occurrence. For exampla, a commune the
road infrastructure is very well developed, thelea@on of this area
will, to a large extent, influence the final agguegd value of the ratio,
despite the fact that in the examined period theeediture in this field
was minimal.

When it comes to the methods discussed so farthethonstruction
of ratios and conducting relevant evaluation by mseaf the developed
ratios were in the hands constructors of the insémt. It raised
a concern that choices made in this area could hafheenced the
objectivity of research results. In relation to fhesented method the
problem does not exist as the entities functionimga given socio-
economic area are the ones that create the Iggnificant determinants
of the development and they rank those determinbgtsattributing
validity factors to them. As aconsequence of aésg certain
determinants with factors equal to 0, they are ielted from the
research as irrelevant. Within this scope the abthiresult is absolutely
objective. Such manner of selection of developnadeterminants and the
factors of their validity ai ensures accomplishmeintwo very important
postulates:

» auto-adjustment of construction features of therat the examined
area,

» ranking of indicators of relative change of deteramt evaluation in
the process of each and every research creatirsgogiyg to adjust its

188 Szymla Z.,Przestrzenne zedicowania warunkéwycia ludngci [in:] Problemy
gospodarki regionalneKrakéw Academy of Economics 1997, p. 31.
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features in time; it allows for direct inclusion the value of the
indicator of important phenomena associated with pimocess of
evolution of societies, important for the procest ammmune
management.

It seems however, that more important from the fpoinview of
management is disaggregability of the ratio tolével of competence of
particular units in the commune also by this depelent determinant.
The analysis of the value obtained as a resulthef éxamination of
particular areas, allows to support the process atbbcation of
expenditure among these units. Disaggregabilitythef ratio makes it
possible to direct financial means towards goalscwtare a potential
source of opportunities or towards neutralizatibrthe areas of the so
called deprivation which constitutes a potentiae#. The possibility to
apply the indicator not only in the process of tifesation of potential
opportunities but also in the process of -elimirgtithreats is
a distinguishing feature of the tool proposed leydhthor.

In accordance with current and economically justifoutiook on the
application of instruments based on ratios, the ERGplanning tool
adjusted in away suggested in the publication, mpeove especially
useful in the processes of development managemiémtr@spect to the
allocation of resources available for a given comenlProperly directed
activities should trigger lowering of the rank a¥gn action area in the
next research period. Otherwise, one would haveisider the change
of instruments influencing a given phenomenon bsedhose in use so
far proved ineffective. However, there is a certammcern that the same
changes in conditions will be evaluated differefyyrespondents, and as
a consequence, the validity evaluation of futuranges in particular
areas will also be different. To compensate thisfawwurable
phenomenon it is necessary to normalize the simathrough such
transformation so that the sumadways equals 1. It forces, so to say,
a normalization of classification of a commune’sas of activity from
the least important to the most important. Thuss ifully justified to
apply the suggested construct as atool supportireg process of
evaluation of efficiency of activities undertakem previous periods.
Substantially it is treated as a mistake to idgnical authorities only
with activities related to allocation of financia¢ésources. It is very
important for local authorities to take steps ie throadly understood
sphere of regulation by taking decisions in thepscof competencies of
local authorities as well as individual negotiaamith larger investors.
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Apart from supporting evaluation of undertaken \attts IRGEP
planning tool has another practical applicatiorfattilitates the process
of communication between the members of local comtyuand their
representatives in local self-governments. Condugteriodically and
properly publicized survey of public opinion for¢ces to say, the interest
of local residents in local affairs and encourates involvement. What
is more, such opinion poll may contribute to creatof civic society,
who want to have an impact on their immediate emvirent not only in
times of elections. The flow of information is l#aal. On one hand the
authorities send a message about planned direadfodevelopment, on
the other, they receive feedback on the vision haft tdevelopment
represented by people.

It may be predicted that intertwining of competenoé four levels
of administration (commune, powiat, voivodship andentral
government) may constitute a problem with respectpplication of
IRGEP. There is afear that the problem of distisiging particular
competencies of particular bodies and ascribingthetivities taken in
the commune may be difficult and it may distort tresult of the
research. For example, critical state of a natimrah voivodship road
passing through a commune may negatively influgheeevaluation of
this general condition of development, even thomigloes not constitute
a competency of the commune. Equally one may ineagim opposite
situation. Such influences may be limited by preciermulation of
guestions in the questionnaire. However, this gnobimay easily be
eliminated in a very short time by appropriate eissation of relevant
information conducted by local authorities. Sucfoimative campaign
may be accomplished through implementation of du tleveloped by
the author.
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CHAPTER IV.
A MODEL SUPPORTING PLANNING OF COMMUNE
EXPENDITURE WITH THE USE OF |IRGEP CONCEPT

4.1.Model assumptions

In the conditions of market economy and within deratic social
structures which include local self-government,isitnot possible to
authoritatively direct socio-economic developmeha derritorial unit or
to shape its spatial organization, structure octioning in an arbitrary
way from the outsidé®. It may be assumed that development is based on
endogenous development factéfsand, first of all, it is the result of
actions of non-governmental organizations. The oblpublic authorities
is to create conditions so that the development agayt®l. The quality
of development path is therefore largely determirmd local self-
government polic}?2 The role of any authorities should focus on
creating the best possible conditions for actigited entities active in
agiven area. These conditions, defined as genéramework)
conditions, are understood here as either resmstior chances for
certain development opportunities. Optimizationutilization of public
funds may be implemented only by accomplishing oot@nce between
the preferences of residents and, indirectly, ssnentities acting in
a given area in accordance with the developmentatept of authorities.
Therefore, sustainable development should be utmdbelsas such
development where individual areas are developedcoordance with
the residents’ preferences. That is why creatifagdrial systems of social
communication including business environn&hand local authorities is
of great importance. Thanks to such solutions passible to diagnose

189 parysek JPodstawy gospodarki op. cit. p. 52.

190 |pidem p. 46.

91 potoczek H.,Programowanie rozwoju lokalnego iregionalnego jakadanie
samorzdu terytorialnego [in:] Stymulowanie rozwoju lokalnego — perspektywa
spoteczna i organizacyjhp®atrzatek A. (ed.), Tofi2001, p.25.

192 Nogalski B., Wadjcik-Karpacz A., Karpacz Partnerstwo samotglu regionalnego

i przedsg¢biorcéw w rozwoju matychsrednich przedsgbiorstw, Organization Overview
4/2004, p. 22.

99t is important to communicate with ‘potential esireneurs’, who as a result of
creating beneficial conditions, will start conductibusiness activity.
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real preferences of all interested parties. Onéntit is possible to utilise
scientific, technical, material and human resoumfethe region. It can
cause an increase in effectiveness of economimpaltdocated in the
ared® in away which guarantees specific balance ofutitzation.
Activities undertaken by authorities at any levebusld focus on actions
directed at reaching such a developmental stapauicular area, where
the validity of all general conditions should beually perceived. The
points specified by parametéts of optimal structure validity within
general conditions, create an undisclosed optithalrajectory of
commune development. This trajectory is differemr fdifferent
communes depending on preferences of residentdoaall authorities.
The same level of satisfaction of certain develomiadeneeds might be
seen, in some communes, as satisfactory wherea®thers as
unsatisfactory. The level of residents’ satisfattishould not be
evaluated as it is totally subjective and depemdtheir perception of the
situation. Efficiency or evaluation of spending paldunds is largely
determined by residents’ preferences. Therefore, kby conditions
should be specified and then necessary correcdibresluced. Satisfying
those key conditions is determined by developmeet td utilization of
resources located in the commune. The above medti@orrections
require an appropriate amount of means. The expansst help achieve
sustainability in terms of perception level of widual validity
connected with development conditions.

The method supporting planning the structure ofeexiiture based
on the use of integrated ratio (IRGEP) proposedhieyauthor is related
to two basic units:

e structure of residents’ current preferences in serof key areas
moderating commune development;

» values of relative changes obtained in those ameake previous
period.

Determination of preferences makes it possible rivea at the
structure of validity of actions in various condris for commune

194 Nogalski B., Wojcik-Karpacz A., Karpacz Partnerstwo samorzlu...op. cit. p. 22.
195 The parameters are factors See p.98.

198Trajectory recognized as optimal is characterizgd balancing the structure of
preference of units active in the commusgee: p. 86
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development in the way it is perceived by its resid. It should be noted
that changes in the system of human values shovetitency t&”:

» overestimate the value factors to meet the strangksinsatisfied
needs;

* underestimate factors to meet the weakest of gfigatineeds (and
the power of these needs);

* underestimate, or even devaluation, factors to nagready settled
needs (and the power of these needs).

Therefore, the areas where residents’ needs, dineghange of
development general conditions, are not fully meit] be strongly
exposed in their preference structure. Whereasutb&s where the needs
are met to an adequate level, will get low rankarEiation of relative
change, which occurred in individual areas, willegan overview on the
strength ratio of spending budgetary resourcefhi¢ovialue of obtained
change¥®

The proposed tool (IRGEP) is based on the assumptb
maximizing the value of the ratio sum of developtnara given general
condition validity indicators and evaluation of atbe change which
occurs in the area as aresult of spending ceftaids. Apart from
maximization, it is assumed that the optimal sticestof expenditure
should guarantee that the commune will find itselfthe path of optimal
(sustainable) development. Here such developmedéfised as a state
where the necessity of satisfying the needs inkeil areas will be
recognized by both the commune authorities and Hey residents.
Therefore, one should specify those needs that breushtisfied in order
to create the best possible framework conditionsdevelopment of
resources located in a commune.

Applying the tool described in Chapter 3 in thegass of supporting
the process of planning commune expenditure ireitedreas, requires
considering in a subjective evaluation of residemd entrepreneurs, the
level of needs satisfaction in relation to the exed general conditions.
The dynamics of changes in these areas shouldalstudied.

19"Maslow A.,Motywacja i osobow&, Pax, Warszawa 1990, p. 105.
198 They might be both positive and negative changesse where budgetary resources
are not sufficient to keep satisfactory level oéde satisfaction in a given area.
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4.2.1dentifying the basic parameters of the model optinzing the
structure of commune expenditure

Local authorities influence local development byeating
opportunities (general conditions) of developmeniine with subjective
evaluation of entities operating on the territofytioe commune. The
change of these conditions is obtained by deligec@rtain public goods
that influence the development of a given &t®dn such a case, the only
instrument allowing to obtain the quantity evaloatiof activities
undertaken by the commune authorities in the asea questionnaire.

The key areas to evaluate with respect to develapraastainability
are’.

e economy- system activity including resources andanization,
technical and economic activities directed at engaand distributing
own resources,

* society- treated as community of population regjdim a given area,
connected by generally accepted forms of colleatdgding, cultural
and civilization values, patterns of behavior etc.,

* natural environment — the nature surrounding pedpie whole of
ecologic factors important for life and developmeaot living
organisms of a given population;

Considering the above, it might be assumed thapisbageneral
conditions might be viewed in two following areas commune
activities:

e consumption area - creating appropriate generalditons for
development of residents registered in a given conan

* economic area - shaping the conditions directettesting favorable
possibilities for creating new and developing theady functioning
enterprises in the commune. The climate supportilogal
development creates the conditions to make locurees available
for developmertfL,

199 Every general condition is not only a determinahdevelopment but also public
good which moderates development in an important. ielivering new goods from
this group constitutes a change of general contitio

200 Miller D., Obszary zrownowanego rozwoju Prakseologia No 144/2004, p. 72,
compare: Szymla ZRrzestrzenne ztdicowania warunkéwycia... op. cit. p. 31.

201 parysek J.Podstawy gospodarki lokalnepdam Mickiewicz University, Pozma
2001, p.10.
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The condition of natural environment as the arehacammune
development was included in a broadly understosaei®f consumption.

Confrontation of the above areas related to crgatgeneral
conditions with pro-developmental needs of resislenit a given area
makes it possible to break these conditions intailde In this way the
shaping of conditions might be referred to compaten of individual
organizational units of the Commune Office whichulgbbe responsible
for implementation of local policy in those areaBherefore, the
identification of certain instruments shaping gaheonditions and their
parameters is possible.

Defining the key pro-development needs of residenthe area of
consumption was based on research on living steedaresented in
literature®%. The research was limited to those significantsegefining
development which are in line with the competentghe commune
authorities. Among the essential conditions of fiomeng of entities in
a commune there are following kinds of needs tleé¢rthine the areas of
framework conditions of development:

* ability to find employment,

» accessibility of housing resources,

» accessibility of commercial and network facilities,
» accessibility of social care services,

» accessibility and the quality of health care,

» accessibility and quality of educational services,
» accessibility of public property for recreation,

» condition of natural environment,

* needs of public safety.

The selection of key general conditions for develept in the area
of economy was conducted on the basis of factors laufal
developmerff® presented in literature and assessed by expens. T

202 See among others: Maslow A.HJotywacje i osobows@, PAX, Warszawa 1990,
Kocowski T.,Potrzeby czlowiek&oncepcja systemow®ublishing House of Wroctaw
University of Technology, Wroctaw 1978, Luszniewiéz, Statystyka poziomgycia
ludnasci, PWE, Warszawa, 1972.

2035ee among others: Kot J., Zagdzanie rozwojem gmin a praktyka planowania
strategicznego Publishing House of University of téd+o6dz 2003; Patrzalek L.,
Finanse samorgu terytorialnego Publishing House of Wroctaw University of
Economics, Wroctaw 2004; Domski K., Gospodarka przestrzennBWN, Warszawa
1993; Trojanek M., Oddzialywanie wiadzy lokalnej na efektywhqrzedsiwzigé
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following areas of framework conditions were defines key general
conditions of local development which fall withihet competences of
local authorities as key for commune development:

» formal difficulties with commencing business adiyyi
» supporting business activity by public authorities,

» condition of communication infrastructure,

» possibility to find employees,

» possibility to use municipal property by businesses
* access to media.

Similarly to the consumption sphere, the studyiedriout in the
economy area was to determine the validity of tbéoas in terms of
modification of general conditions. These condiioshould not be
examined according to their significance connectéith the achieved
standard of living or running a business. Therefdhe questions are
concentrated on defining the necessity of takingenaetions to improve
the condition of agiven area. This method of exang general
conditions allows to apply suggested changes to dtracture of
expenditure used in another year. Asking the reglgstions in the right
way in the questionnaire is very important. It wbble a mistake to ask
aboutpreciseactions that, in the opinion of respondents, sthbel taken.
In the research respondents are asked about caggiegated areasf
activities undertaken by local authorities. The choice of t@nner of
spending financial resources in that area shouithme in the hands of
commune authorities.

Another key information provided by the questiomeas the extent
of the obtained changes during the last periodhénarea of every tested
framework condition. The average change seen hyiesnbperating in
the commune is the key to functioning of the maeh tool for planning
support. Relating the scope of the change to theuatmof expenditure
that caused that change can allow to define thengtih of shaping
a given area with the use of incurred expenses.

inwestycyjnych Scientific Journal of the University of Economios Pozna, 1994,
series I, Volume 137; Markowski Tinstytucje i instrumenty wzrostu konkurencyfio
regionéw Raport uzupetniajcy. Project team for regional development in Poland,
Warszawa 1998; Wojtasiewicz LEkonomiczne uwarunkowania rozwoju lokalnego
[in:] Gospodarka lokalna w teorii i praktycéd/olume 734, Publishing House of the
University of Economics in Wroctaw 1996; ParysekRbdstawy gospodarki lokalnej
Scientific Publisher UAM, Pozmi&2001.
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Further information about the data from metricow to define
geographical dispersion of intensification of cerigroups of needs.

4.3.Competences of commune authorities and shaping fraswork
conditions for development

The possibility of using the proposed instrumentha process of
planning commune expenditure requires specificatddnframework
conditions in a way so that local authorities heaed possibilities of their
shaping. Commune authorities have a statutory rightcreate local
development; what is more, commune self-governmiegfisliation
contains the rule ohssumed competencigslocal affairs. It means that
all tasks not allocated in different acts to corepetes of other levels of
authority belong to the commune. It offers vast giubties to take
a whole range of actions towards modifying framdwaonditions of an
areg®,

The quantities distinguished in the research widspect to
framework conditions were analyzed according tost@pe of commune
self-government competencies. The analysis was dsaa®e matrix
allocating certain framework conditions for the e®pment of
guidelines for the implementation of commune autles and
instruments through which those directions can dmmaplished. Some
directions of commune activities are presentedvo@fo

» real investments of the commune which increasertheicipal assets
e.g. expenditure on road infrastructure, municgmhpany, education
facilities, sports fields, parks;

» stimulating private material investments e.g. exjitemes or profit
limits to stimulate the construction of private enpirises, shops,
development of telecommunication network, publicangport,
development of consulting services as well astteral marketing;

204The Act of 8 March 1990 on Communal Self-governm@ournal of Law 1990 No.
16, item 95, Art. 6 section 1).

20%0bviously, there are possibilities of further digeggation of communes’ directions
of activity assuming their specification in conrientwith a spatial map of intensity for
pro-development preferences. They can be a toassest decisions of expert task force
in the commune. In the present publication, apptcapart was introduced to indicate
the method which assists the process of determittiegstructure among the main
directions of spending.
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» financing development of communes’ institutions . eapmmune
schools, institutions of social care;

» creating better conditions for household investmealg. creating
possibilities to buy plots of land for recreationalrposes, building
houses;

» stimulating local community investments e.g. buitglilocal roads,

water transmission pipelines, creating culture sjubports clubs,
voluntarisnt®.

When it comes to instruments serving the purpose lochl
development in the above mentioned directionsfalhewing have been
identifiecPo”:

Operations on local taxes - write-offs, tax reljefstension;

Operations on commune expenditure - financing natamvestments,
reliefs in investment loans, social care, educagomperts’ assistance;

Operations on material property of the communeadileg, lease, sale;

Operations on financial assets of the communeuarsse of municipal
bondg%, granting loans, purchase of shares;

2%\iore on the topic of stimulating local initiativeZabka A.,Wspieranie inicjatyw
lokalnych na przykiadzie gminyin:] Beskid Euroregion Development ,liBielsko-
Biata/Zilina 2005.

207 The powers of municipalities to carry out thesed of actions is determined on the
basis of the acts [The Act on communal self-govemiof 8th of March 1990 (Journal
of Law 1990 No. 16, item. 95), Act on the divisiohtasks and competencies defined in
specific acts among the commune authorities andiguministration authority
(Journal of Laws 1990 No 34, item 198)] and expesearch.

2%\ore: Pyka A., Obligacje komunalne w finansowaniu jednostek sagurz
terytorialnego na szczeblu lokalnym iregionalnyrfin:] Beskid Euroregion
Development — V, Determinanty wzrostu ekonomiczpetgncjatu regionuUniversity

in Ziline, Fakulta Prevadzky a Ekonomiky Dopravpojov, Bielsko-Biata School of
Banking and Finance, Zilina, Bielsko — Biata, 20@#,. 70-83; Pyka A.Qbligacje
przychodowe jako instrumenty finansowania inwestygdnostek samogziu
terytorialnego i podmiotéw zaleych od jednostek samgdu terytorialnego [in:]
Zarzgdzanie diugiem publicznym. Aspekty finansowe imqu§ciowe E. Denek, B.
Filipiak, Scientific Journals of University of Baimlg in Pozna No 36, Pozna 2011,
pp. 239-252 and Pyka A.Rola obligacji komunalnych w finansowaniu JST
w warunkach kryzysu gospodarczedin:] Scientific Journals No 72, ‘Economic
Studies’ —Finanse publiczne ifinanse przegsorstw wobecswiatowego kryzysu
gospodarczegoA. Walasik, J. Btach, Katowice University of E@mics, Katowice
2010, pp. 101-115.
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Operations on local legal acts - alternation ofutetions, regulations
concerning payments, land utilization plans.

Every relationship identified in the research waalgzed according
to commune competencies in the scope of possislitio shape
conditions. The result of this analysis is a matilocating possible
actions of the commune to appropriate directiorsgnted in Table 16.
Certain numbers in the table correspond to thefaeyevelopment of
areas of framework conditions previously outlifféd

1. possibility to find employment;

2. accessibility of housing resources;

3. accessibility of commercial and service facilities;
4. accessibility of social care services;

5. accessibility and the quality of health care;

6. accessibility and quality of educational services;
7. accessibility of public property for recreation;

8. condition of natural environment;

9. needs of public safety;

10. formal difficulties with commencing business adfyyi
11. supporting business activity by public authorities;
12. condition of communication infrastructure;

13. possibility in the scope of finding employees;

14. possibility to use municipal property for condugtirbusiness
activity;
15. access to media.

20%5ee: 4.2. Identifying the basic parameters of telehthat optimize the structure of
commune expenditure.
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Table 12. Allocation of possibilities of commune dions to appropriate directions

Possibilities of commune actions (groups of insents)

Operations on

Operations on
commune

Operations on
material property

Operations on
financial assets @

—h

Operations on

local taxes expenditure of the commune| the commune local legal acts
A B C D E
real investments of the = 123456789, 4567912 | 1456812,
g | 1 | commune increasing municip al 121314 15 1415 1415 12,15
=1 assets e ' '
g’- 5 stimulation of private real 1,2,4,5,6,11, 1,4,5,6,11, 1,2,4,5,6,12, 1,2,4,5,6,8, 1,2,4,8,10,11,
7 investments 12,13,15 12,13,15 13,14,15 11,12, 15 12,13,14,15
o
o development of commune 1,2,3,4,5,6,7,8,9| 2,3,5,6,7,8,9,10, 1,3,4,5,6,7,8,9, d
% 3 institutions 10,11,12,13,15| 11,12,13,14,15 11,12,15 3,10,11,12,13,12
3
2 . "
S | 4 |creating better conditions for 14 1,4,7,12,15 1,7,12,15 1,4,12 1,4,7,12,1°
o household investments
(@]
& 5 stimulation of local community 14567912 17 145,6,7911,12, 1,456,7,9,11,| 1456,7911,| 1,456,791,
? initiatives T T e 13,15 12,13,15 12,13,15 12,13,15

Source: Own work.
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Emplacement of the given number in the matrix atititersection of
the direction and possibilities for action of themomune, should be
interpreted in such a way that local authoritieghhiinfluence a given
framework condition corresponding to that number unydertaking
actions in the direction defined in the row. Accdisiing the required
results of actions undertaken in those directisngassible thanks to the
fact that local authorities have the powers presenh the table e.g.
shaping possibilities in terms of availability obusing resources (in
number 2) might be accomplished by constructingdings constituting
the property of the commune (action in directionréal investment
increasing community property). Undertaking actionthis direction
obviously results in budget expenses (possibility dperation on
commune expenditure). Therefore, shaping the auhila of housing
resource is written in the field located after sing direction 1 and
possibility B. Another way of shaping that framewocondition is
creating better possibilities for household investin (direction 3).
Actions in this direction might be implemented beating a system of
tax preferences for decision makers to build a bqoperations on local
taxes A), financing expert assistance at desigrksvand meeting formal
requirements (operations on commune expenditures mBaking
commune land available for one-family housing (efiens on material
property of the commune C) as well as by creatisgstem of financial
support for those investments through guaranteg@peeferred loans.

The analysis of all key framework conditions for nmooune
development conducted this way shows that commultigoaties have
various possibilities of influencing every spedifieondition. Therefore,
local authorities have been granted a full rangeaskibilities in terms of
shaping the directions of local development cood#&i Choosing the
right directions and tools allowing for accomplisémh of actions in those
directions should be left at the discretion of coumme officials.

4.4.IRGEP planning tool — amodel supporting planning ©
commune expenditure

The superior function of the budget is managem€&he scope of
management embraces: planning profits, expendéance monitoring'®
of the effects accomplished by means of the experediTo make the
discussion on the possibilities of applying IRGEdhing tool based on

210 Owsiak S.Budtet wiadz lokalnychPWE, Warszawa 2002, p. 32.
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the integrated ratio of growth in economic potdni@ssible, it is
necessary to identify the designations of indicataccepted in this
model. Such identification is presented in Image 3:

Image 3. Definition of designations accepted to irdduce interactions of the model.

ai(t-1) ait) ai(t+1)
Qic-1) Qi Qit+1)
. i . . +
period (t-1) M period (t) Y period (t+1) Yy
AN JAN AN JAN o
eXQt-1) exP eXP(+1)
where
1), a(, - level of factor validity and the area of framework conditions of
A1) commune development measured at the end of thedpacicordingly:
t-1, t and t+1;
Q1. Qiw, - level of change factor and the area of framework conditions of
Qit+a), commune development measured at the end of thedpacicordingly:
t-1, t and t+1;
eXPe-1),

— incurred expenses and the key area moderating dbmmune

xR, development in period accordingly t-1, t and t+1.

eXPe-1),

Source: Own work.

The optimum structure of expenditure based on thedain
constructed on the basis of IRGEP panning tool, dedsmed with regard
to the following:

1. The value of purpose function is subject to maxahan
(maximization of the effect with assumed input)e ttorm of that
function was identified as an appropriately adapédid of IRGEP.

2. There is a balance of preference structure at tigdeoé the planned
period (optimal development trajectot}})

3. The assumed amount of incurred expenditures to tbariramework
conditions of development (budget sum) is a rastacondition.

211 See p. 98.
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The purpose function is formulated as follows:

RGEP=F, =3 2 xq

=1 Wit)

[1]

where:
Qi/Qiaz ~ stipulated relative change accomplished in theaaofé development
framework conditions
& —the level of the factor validity in the area ddirirework conditions, where

n
Qe =1
i=1

The merit of the method is based on the assumpiowvalue
maximization of IRGEP reduced to the sum of proslatcomplished as
a result of incurred expenses as well as relatigasures of changes and
factors validity in given areas. It is very sigodnt to assume that the
sum of factors validityai always has to equal 1. With such formulated
function the highest result will be obtained in easf allocating
budgetary resources in those areas where the raeed<latively low.
Therefore, the value of factor validity & the previous period of
planning is the highestAssumption of sustainability expenditure
structure, defined in general form of the ratio amustment by term
(1+0)?'2 was considered in the model as a condition wstg the
purpose functioft®. Likewise, the assumption concerning the amount of
budgetary resources that remain at the disposah®fcommune in
a given area. Total budget expenditure remainingligposal of the
commune in agiven year was introduced to the meadela limited
conditior?*4,

Determination of the value of stipulated relativeacge within the
examined framework conditions is based on the asgam that in
a short period of tinfé® the strength of ratio of budgetary resources for
the ratings of the value of relative change in giaea is the same.
Therefore, the value of translating the budgetaspurces to the relative
change of framework conditions of development given area, is the

2125ee p. 98.

Vifar=ap=a=.....a, then (10) = 1.

214The amount introduced to the model may be incred&seceturn funds possible to
obtain.

219n this case it is the period of budget plannirgnely budget year.
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strength of this ratio obtained in the previous dmitdyear. It is
determined by the factor of expenditure strengtio Rqgi):

Qv /Qe-
Ry = 0D

exp(t) 2
where:

Rai - factor juxtaposing strength of budget expenditutesthe obtained
relative change of framework conditions in this aren the period
preceding the planning period;

Qiv/Qie-y - relative change of framework conditions in theipérpreceding the
planning period;

eXP) - value of budgetary resources during the periodcpténg the planning
period; the purpose of changing framework condgiai development in
the area.

It means that the budgetary resources in period céuse
improvement of general conditions also in this amegperiod (t) in
comparison to the period (t-1). Accepting the assdirstability of value
of Rgi in a short period allows to predict the resultsspénding certain
budgetary resources in a given direction. Therefitve value of product
obtained by transformed equation [2]:

Q) / Qu = Roicty X €XRtaa) -

Q
Because:Ry; 1+1) = Roiqy it Q = Raic) X€XA g

i(t)
where:

Qw/Qit1y - relative change of framework conditions in a giveea was achieved
in this area in the period preceding the planniregipd;

Raig, - factors juxtaposing strength of budget expendittoethe obtained

Rait+1)**®  relative change of framework conditions of funciignin this area;

exp+1) - value of stipulated budgetary resources in theiquempreceding the
planning period to change development frameworkditmms in a given
area,;

216 Accepted assumption: in a short period of tinggyR Roit+1).
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The value of the product is likely to be predictéd. a result it is
possible to allocate the budgetary resources ih suway to obtain
maximum result with given input in accordance withsic economic
rule.

It should be noted that in those areas where aatish of needs is
perceived as high, the strength of juxtaposing ¢kpenditure to the
obtained changes would be lower than in the arebsrev needs
satisfaction was perceived as low. What is morendmg budgetary
resources in certain directions causes the groWgatisfaction level of
needs. Then it will be more difficult to obtain igrgficant change of
a given framework condition. Spending budgetaryoueses towards
developing framework conditions of those exact siisareflected in the
value of purpose function, both by higher factor joktaposing the
expenditure to the obtained result and also bydrigbefficient value (a
of these conditions.

However, the model would be faulty if the assumpgiowere
restricted only to the maximization of purpose fume. In such case, it
would be possible to omit the area where validagtdérs reach high
levels. In the long run, the value of all factorsulM “naturally” reach the
same level because spending budgetary resourd¢le direction of area
with low validity factors would result in loweringf their values.

The process of development management of a sooimeedc area
must include sustainable development of all aspafats operation. That
is why the model uses additional assumption in fofa condition of
equality among all validity factors. To introducech criterion to the
model it is necessary to determine a formula alhgwio forecast the
values of validity factor for the end of the pladnperiod. It was
accepted that in a short period of time the resiuingle relative change
of framework conditions in a given area to the g®aaf validity factor is
permanent. On the basis of this assumption theviotlg factor was
determined:
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_ aq /ai(t—l)
Rai(t) - /
Q (t) Q (t-1)
- [4]

Rai (t-1) - factor juxtaposing the obtained value of relatoleange of framework
conditions in relative change of framework condidoof functioning in
this area in the period preceding the planning pdrito the change of
validity factor of this framework condition;

aiw/ait-1) - relative change of validity factor and this franmwWw condition was
accomplished in the period preceding the planniagqd;
Qw/Qit1y - relative change of functioning conditions in tleeea of functioning

accomplished in the period preceding the planniagqd.

Factor Rit) informs how, in a given area, an individual chamge
a framework condition influences the change of doom validity level.

In the long term it would be possible to obtain @en precise

determination of values of qR and Ri. Ratios achieved through
temporary series of their values. This will allowdliminate the impact
of positive or negative influences on the commuesulting from

completion of the investments taken by other e,

Introducing ratios Bit and Rit1)to the model allows to formalize
record of the purpose function in the form usethenmodel of planning
expenditure. It is assumed that actions taken loyncone authorities in
order to change the framework conditions in a giesa, represented by
spending defined budgetary resources, result aicerelative change of
framework conditions of this area. The value oktbhhange might be
forecasted on the basis of value @fidR The obtained relative change of
a framework condition in and within the area ideeted in the change of
the validity factor (g resulting from taking more actions to change ¢hos
framework conditions in a particular area in anogheriod of time. The
concept of application of IRGEP planning tdor budget expenditure
planning is illustrated in Image 4.

217 The example of such investment in case of Gliwizgy be motorways A4 and Al,

as their completion influenced the change of pddéipportunities in the area of road
infrastructure. However, the ratio of the valuecommune expenditure to the obtained
result in this way cannot be discussed.
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Image 4. Validity factor and relation of the valueof expenditure to the obtained
relative change in a given area.

exp (t+1)
a0 T >f awweo [ > ae
Rai) Rait)

Source: Own work.

Transforming the equations [4] and [3] and takinip iconsideration
the accepted assumptions regarding stability £fafo in a short period
of time, allow to determine the expected valuesalidity factors (g for
individual areas of development framework condiiotlepending on the
value of budgetary resources in those areas:

Ral(t) X I:\)Q|(t) ><exp(tﬂ)
a'i(t)

al (t+) —
[3]

Finally, the purpose function [1] after substitgtidependencies of
the obtained above transformations [3] and [5],thasorm:

ZWREZ Q) X8y = Z(R@(t)) Rai(t)x(exp(tﬂ))z

Maxpoexp .y i=l “i(t) & (t) [6]

In order to introduce acommune on the optimal secidsed
development trajectory it is necessary to providastanable
development of every area adopted in the researdhhe sustainability
refers to the structure of preferences of residelmsrelation to the
proposed tool, it will be visible as the equalifytlee structure of validity
factors of all areas. Thereforg=1/n, where n is the number of
development framework condition under researchs Tundition was
introduced to the model in the form of restriction purpose function. In
the model of expenditure structure the conditiofulBlled at the end of
every planned period. However, it seems that irctma it would be
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difficult to achieve such operation. It is importainat dispersion in terms
of the value of validity parameters of each area weauced.

The last assumptions that were made to the modéleiondition
which restricts the sum of budgetary resourceshw fresent value.
Communes have limited profit inflow and the Act public finance$'®
defines precisely the limit of obligations taken kycal authorities.
Therefore, the assumption is very significant frtma point of view of
commune finance. The proposed method of supporérgenditure
planning offers great opportunities to stimulatanfework conditions
with different values of budget expenditure. Itpgssible that a slight
exceeding of the planned expenditure might resulbbtaining a much
better result. The values obtained as a resulnpfamenting stimulation
cannot, however, constitute the basis for decisidos undertake
obligations by the president, commune administratoayor or voyt.
Finally, the model takes the form of:

Purpose function [6]:

Z\WRE= Zn: (RQi(t))z X Riigy (eXpl(t+1))2

max POexp ) i=1 al (t)

Restricting conditions:
1. al(t+1) = a2(t+1)=...= ai(t+1),

where: ai(t+1) is the value of validity factor ofarea at the end of the period the
expenditure was planned for;

Zi eXp(t+1) < W(t + l)

where: expi(t+1) is planned expenditure includingdget expenditures W(t+1) is the
sum of financial means left at the disposal ofdbamune in the planned period

EXP ey = 0
where: expi(t+1) is planned expenditure includingdget expenditure
On the basis of the presented dependencies a shemdwas
prepared thanks to which, based on the method aflinear

programming, it is possible to determine a stipadabptimal structure of
budget expenditure allowing to put the communehenpath of optimum

218 Act of 26 November 1998 on Public Finances (Jouafdlaws 1998 No 155, item
1014).
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development. It must be emphasized, however, thatcannot apply the
ratio thoughtlessly, clerically. The preferencegeasdidents might trigger
such development in infrastructure that the costsomaintenance will
burden the commune budget to such an extent thssilplities for
further development or even functioning will be dked. Therefore, the
decision whether to go ahead with an investmematrdoes not only
refer to allocation of budgetary resources but &bsthe aspect whether
the commune will be able to bear the costs of reasrice of this
investment in the future.

4.5. Application of the IRGEP model in supporting evaludion of
efficiency of expenditure

The evaluating of efficiency of public spending,addition to the
expenditure planning, is the most serious probldmchviocal authority
members encounter in their work. It is impossibleliiscuss management
without considering the control function of managem In its
assumption the procedure of task budgeting requegermination of
indicators allowing to evaluate the effects of umaleen activities.
However, these indicators frequently assume regchimit cost
individual on the level which was determined in adee. Indicators of
this type give too little information, even for thpurpose of
determination of efficiency of the projects fronetpoint of view of the
accepted purpose with minimum input. Indicator loé typeindividual
cost of construction per one kilometer of a raadnly a datum. It does
not constitute an item of information because iturknown to what
extent the road is needed from the point of viewunajority of residents
in this area. What is more, two or three lanes rgicobviously be more
expensive than asingle lane road. The indicatasdoot allow for
occurrence of the objective external causes influgnthe costs of the
task. In practice, by using this types of tools agmmunicipal offices, the
indicator structure is determined by the employesponsible for
planning and completing the task. That evokes itedaubts as to the
choice of values used in their construction andtaghe stipulated
threshold value to be obtained while qualifyingidived tasks as
completed effectively or not.

The most important argument against such a way eésuring
efficiency is total lack of consideration for thecg&l results of the
undertaking. Sticking with the gauge that assumesasuwring the
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individual cost of building one kilometer of thead it can be figured out
that the kilometer of road leading through dirt wayl be cheaper than
building ring road. The latter will require demdlisg of the buildings

and making accompanying investments e.g. noiseiebarrHowever,

social effectiveness will be much higher than isecaf dirt road. In case
of public tasks, economic efficiency cannot bedhéy criterion for their

evaluation.

In accordance with the accepted assumptions, cemsgl the
application of IRGEPplanning tool in supporting planning, the test
parameter will be in this case the total value dtamed change
measured by validity factors of individual areaseventhe changes were
observed, corrected by the level of balancing tinectire of entities
preference which constitute administrated a socaiemic area in
relation to those conditions. Therefore, supportihg evaluation for
efficiency of actions undertaken will be based ba value of IRGEP
obtained in accordance with the following:

o Q
1(t) x
> A1)
Q (t-1)

i=1
/WRE=
1+0 [7]

where:
ZWRE - ratio of growth in economic potential
Qiv/Qit+1y - relative change of framework conditions of funeiing in a given area

obtained in this area;
ai(t-1) -validity factor and framework condition
o - reached standard deviation of the structure of fgmence of the

examined entities at the end of the examined pégsivdcture ay).

The above criterion allows to evaluate both, theergith and
appropriateness of chosen directions of spendirdgédtary resources.
Therefore, it is possible to evaluate the balancactivity in terms of
administering the development of commune potenbgl creating
appropriate framework conditions of development.

The essence of this method based on the applicatit®RGEP as the
tool assisting the evaluation of efficiency of batiyy resources
allocation, is the information obtained by disaggt®on of the value
factor to the level of individual areas of commuaetivity. The
aggregated value of the ratio allows for inter-pe&ic and cross-areas
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comparisons of expenditure efficiency which shobkl the basis for
further analysis to determine the differences diues of the ratio in
subsequent years and in different communes.

Inter-periodic comparisons are accomplished by exag time
sequence of values obRand R.. It can be assumed that with the growth
of the level of development in a given area, thati@n of the incurred
expenditure to relative change of the factor wilcbase. As a result,
certain deviations of its value might be deemedifjad. In case of
reaching a higher value of the ratio than in thevjmus year or
occurrence of a large deviation, the situationlighly different. In both
cases there is an assumption that in some periddetary resources
were not used in accordance with the assumedaesifigiand on the basis
of already obtained value in present or previousods. The analysis of
factors determining the value of the obtained ratith be much easier
and more effective in communes where the proceddréask-based
budgeting was applied. Task-based budget, coristituhe record of
a commune’s activity broken into individual taskss a natural
complement of the analysis conducted on the bdsiheoratio. Such
budget allows the commune to intensify investigat@mnnected with
additional level of disaggregation.

Similarly, as in case of relating the budgetarynsjieg to the value
of relative change of framework conditions obtaiired given area, time
sequences of Rfactor values, meaning the relation of the obtained
relative change value to the change of validitydain a given area of
framework conditions for development, should be ly@®l. When
a change occurred and it was seen by residentsgagicant but the
value of the ratio remained unchanged, and theleats notice positive
changes recognizing at the same time that thdaatmn of needs in this
area is at the same unsatisfactory level as irpte@ious period, then it
should be assumed that the directions of undertak&ans do not meet
the criterion of efficiency. A more detailed anasy®f reasons behind
such occurrence is required where the record ofjybudch task-based
form finds its application. As the level of the anealidity decreases, it is
expected that it would be difficult to obtainigRon the same level every
year. These factors will decrease naturally, bexaashieving the
improvement in the area where satisfaction of theds, as seen by the
residents, are very high. It will certainly requirere financial input and
a more complicated and time-consuming analysis. iBudase of value
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analysis carried out on the volume ratio of obtdinghanges, the
differences in the values ohBannot be significant.

Reaching a maximum efficiency, in economic and aosense,
cannot be the only criterion classifying decisiafidocal authorities in
terms of taking certain actions or refraining fraations to create
development. Balancing development is as imporgantmproving the
state of satisfaction of the residents’ needs miqdar areas. That means
ensuring an equal level of needs satisfaction linegions. After all, the
necessary requirement for putting the commune erogimal trajectory
of development is counterbalance of structure peefee. Therefore, to
fulfill the analysis for the total scope of self\gwnment activity, the
indicator was completed with a parameter corrediiregvalue of reached
total development in agiven area by the level dpersior? of
preference structure of residents from a givencseconomic area. The
results analysis connected with the constructioparfameter indicator
dispersal of the preference structure was providéthapter 3.

Economic models constitute theoretical generabratif the defined
section in examined reality which, in a synthet&yvand to some extent,
reflect economic processes occurring withinThe tool proposed by the
author of the monograph, constructed as an econoradel, overlooks
certain aspects of economic reality that certalldye an impact on the
results obtained in reality. It seems that the tgstapossibility of
deviations exists in case of the expenditure ratidhe obtained change
of (Rgi) in agiven area and ratio achieved on relativange in the
significance level (R). As it was mentioned before, in case of those
factors there is anumber of phenomena (e.g. diotee-effect of
synergy) which may evoke differences in the valolefctors in certain
year$?’. The actual value of translation in a given asegassible but it
would have to be done in yet another research.nSthha@ case of the
application of tools to support the effectivenes®udget spending, any
calculations are based on actually recorded factAss a result this
calculation will be deprived of uncertainty emeigifrom forecasting
certain values, as it was observed when IRPEG pigrinol was applied
to support the process of expenditure planning.

219 Nasitowski M., System rynkowy. Podstawy mikro- i makroekonoiidy Text,
Warszawa 2001, p.21, compare: Rekowski Miprowadzenie do mikroekonomii
Pozna 1998, p. 33, Begg D., Fisher S., DornbushNRkroekonomia PWE, Warszawa
2000, p. 71.

220The model assumes that in a short period of tireevétiue of those ratios is stable.
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As aresult of application of the IRGEP model allogv for
evaluation of efficiency, the obtained value of thetor cannot be the
only basis for effective evaluation policy in terwfsallocation commune
budgetary resources by its authorities. The vahmws only general
relevanceof undertaken actions. The result of calculatimg atio allows
to determine the intensity (value) and directioncb&nges occurring in
a given commune. Threshold value of the ratio i$He ratio with value
below 1 refers to communes where the developmajatctory is far from
optimum. Any value of the ratio higher than 1 me#mst communes
with this score have undertaken correct actiond,thair position on the
development path is close to the optimum situati@otimum is reached
when, in any existing restrictions, the IRGEP regcits maximum value.
Concluding, it is appropriate to strive to maximiesulting value of this
ratio??L,

The instrument designed in this way allows not dahycomparisons
of different periods within one commune, the resuattay be comparable
between different communes. It is also possiblapay benchmarking in
managing public funds. Thanks to the indicator gligagability into
individual areas of communes’ activity, one may pane the efficiency
of activities undertaken by self-governments. Tleeuorence of large
divergences in indicator values of translations magicate higher
efficiency of individual self-governments or spéciffactors of their
activity which are outside local authorities’ matela’he analysis of
these differences might increase the efficiencyadions of “weaker”
self-governments.

4.6. Additional possible results offered by IRGEP

The applied tool should facilitate mutual relatiobstween local
authorities and the entities functioning under rtre@ministration. The
conducted research will impact the awareness aleets with respect to
development directions taken by their local govesnta and will
facilitate their settlement in the created develeptn conditions.
Knowledge about accomplishments in the field ofpshg conditions for
development will definitely increase the efficienof expenditure. On
the other hand, results analysis of the survey ectaad with directions of

221 7abka A., Zastosowanie zintegrowanego w&kiia rozwoju ekonomicznego
potencjatu regionu w zagrzaniu gmig [in:] Development of Beskidy Euroregion I,
Zilina 2003.
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commune development postulated by its residents taed dynamic

changes in tested areas allow for possible vetifinaof ways and

directions of shaping functioning conditions in tbemmune by its

authorities. The value of certain indicators, deieed as the result of the
conducted questionnaire, is also the basis foratipg the evaluation of
commune efficiency by comparing their dynamics asged with the

improvement of a given general condition, and dyicanwithin the

change of the indicator element. As a result, ipassible to arrive at
better development management in the commune.

The procedure of applying the ratio as a tool suppdevelopment
should also contribute to the improvement of thgaaization of the
Commune/Municipality Office by establishing competies of
individual organizational units. Division of comnaiactivities, resulting
from introduction of activity-based budgeting onerakentary and
coherent tasks and representing reasonably homoggneactions,
becomes the first step to establish competenci@oaganizing the work
of the office. However, it means ordering in “mitgrale. Another step
should be arrangement of tasks in logical sequen€easctions. This
ensures not only improvement in the economic efficy of their
completion, but also by ensuring coordination afjusnces connected
with tasks necessary to accomplish certain go&s increasing the
efficiency of the whole process. The optimum solutiwould be to
organize those competencies so that each generdition, reflecting the
needs of entrepreneurs and residents, is assignedet organizational
unit. In this way this unit would gain the influencon the whole
phenomena associated with a given framework camditind better
possibilities of their shaping. This condition wdulcontribute to
supporting the control and evaluation of individuabits from the
perspective of development stage of the tasks rasigo conditions
moderating development entrusted to their managemen
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CHAPTER V.
CONDITIONS FOR IMPLEMENTATION OF THE
PROPOSED SOLUTION AND EXPECTED RESULTS

5.1Implementation of the proposed solutions in the orgnisational
structure of a Commune Office

Organizations are functioning in a volatile envimeent, therefore
a high level of efficiency and the ability to redast when conditions are
changing is crucial for their survival. When it cesnto public authorities
this efficiency means rapid response to social se&dich are
determined by the necessity to modify the framewadnditions
describing the area of local development. Implemwgon of the tool
supporting the processes of planning and efficieengiuation (IRGEP
planning tool) which is based on the concept cfgnaited ratio of growth
in economic potential of aregion (IRGEP), implesata necessity to
introduce changes in the organizational struct@ifdunicipal/Commune
Offices. The changes are supposed to contributeetoreation of a brand
new kind of organisation which can function on ghar level. This
improved organisation is supposed to be able tpesisach framework
conditions for development which would reflect thieevelopment
preferences of the residents to the highest p@&ssibgree. The new
system will also involve improving the efficiencyf expenditure of
public resources.

Efficiency of public administration should be unsteod in
functional and organizational sense. Functiondlig about execution of
planned undertakings, tasks and operations. Orgi@mmswise, it is about
the efficiency of units, teams and systems whichstitute the public
administration apparatus. The main areas whiclsapgect to evaluation
are: lucrativeness, efficiency, cost-effectivenemsd speed® The
implementation of the proposed solutions in thectica of financial
management of a commune/municipality should be idensd in two
aspect&

222 pawidowicz W., Zagadnienia teorii organizacji kierowania w admimagji
parstwowej Warszawa 1972, p. 54.

223 Management understood as expenditure planningr@tation of structure) with
respect to the expected goals, organisation ohéimg of particular undertakings and
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* as aone-time action of implementing the solutionghe everyday
running of the Office through equipping the unifste organisational
structure in appropriate competences; the procegmpmementation
should be conducted as a thoroughly planned sefiensistently
organized and supervised steps and activities;

* as long-term procedure realized annually as a phrthe budget
planning process, it requires performing constargburring activities
in the area of planning, organising, leading angkswising which will
guarantee that IRGEP planning taull become a real tool assisting
decision taking processes in managing finance céllgovernment
units.

Implementation of IRGEP planning tool in the Mup@i/Commune
Offices involves developing and initiating a chainactivities which will
generate information supporting the process of edipere planning
based on the proposed method and incorporatingrtfiemation in the
existing planning, supervision and evaluation pdoces. In the
development phase of the new information systenfdhewing factors
determining the quality of the system must be takémaccourf?*

» desirability — the system is desirable when therimftion is adjusted
to goals and to recipients, and the volume of tii@ermation does not
exceed the absorbing ability of recipients. Eachmimer of the
organization should receive only such amount adrimiation which is
necessary to take a good decisf@n

» cost-effectiveness — the volume of information gatesl by the
system is not too excessive, the information istootdetailed and the
cost of generating the information does not exdeedeffects of the
decision taken on the basis of this information;

* investment effectiveness — when appropriate citmrda of
information between workstations is provided, timoimation is
reliable and the whole system functions smoothly.

The activities related to the development of thedube structure of
the information system, assigning resources arlts $&ithe module and

audit of achieved results. The measure of quafithe whole management process will
be the value of the integrated ratio of IRGEP.

224 Mreta H.,Dyrektor jako organizatqrPWE, Warszawa 1976, p. 107.

225Trzcieniecki  J., Systemy informacyjno-decyzyjne  w przgasistwach
przemystowycHin:] Przygotowanie przedsiorstw do wprowadzenia nowoczesnych
systeméw informacyjno-decyzyjny&iTMP, Warszawa 1974, p. 5.
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incorporating the sub-system into the existing oiggtional structure of
the Office are characteristic features of a projdescribed by A.
Karbowniké?®:

» definite duration time;

» goal-oriented;

» coordinated activities;

* unique and unrepeated activities;
» controlled course of action.

The fundamental issue to consider while implementims project in
the Municipal/Commune Office is identification ofganisational units
in the existing structure which will be responsilide execution of the
processes assigned to particular modules of thernmtion system.
Identification of organisational units which possése portfolio of skills
required for the execution of the processes will doical for the
implementation. If the necessary skills are nonided, the staff of
relevant units must undergo training in order tquai@ the skills needed
to execute the assigned processes.

Considering the second aspect of the implementgtimeess i.e.
annual repetition of certain activities in ordersiopply the knowledge
about the preferences of local residents neededaking the right
decision, it should be understood as a set of lddtanstructions on the
method of performing a series of frequent or redogag activities. At
the end of the day, the method is supposed to geodecision makers
with information supporting the process of plannimgiget expenditure
and with evaluation of efficiency of public spenglin

Economic information is an indispensable elemerthefprocess of
taking economic decisions which, in turn, is ameat of the steering
process in the systédl. Free flow of information is thus critical for
functioning of the IRGEP solution; information umsk®od as a meaning
assigned to data, taking into account the conventised for their
interpretation. Data becomes information if it da understood by the
recipient and provokes changes in his/her knowledgeit an objeét,

The purpose of this particular part of the publmais determination
of ageneral module of apart of the informationsteyn in

226 Karbownik A.,Zarzzdzanie deym projektemPrzegid Organizacji 2/2004, p. 17.
227 Bendkowski J.)nformacja naukowa w przegsiorstwie the Silesian University of
Technology, Gliwice 1993, p.67.

228 |bidem p. 10.
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a Municipal/Commune Office i.e. the structure thlglbbuwhich the user
may transform certain input d&fd into output data by means of
appropriate procedures and mod&ls

The first key aspect to consider is addressing gpate data to
template organisational units of the informatiostey?>?, which perform
their assigned functions and group sets of datdaeteéor realization of
tasks of the organisation’s urfité The result of writing out this part of
the information system as modules will be a cohigpenject allowing for
direct implementation of the proposed solution iache functioning
organisation regardless of their existing divisimhcompetences. The
scheme of assigning modules of the proposed salutiarganisational
cells functioning in the structure of the Officepiesented in Image 5.

229 It must be assumed that the information systemgéarerating information on the
basis of the proposed solution is powered by dasa&h information is a piece of data
but not every piece of data is information. CompaBendkowski J.,Informacja
naukowa op. cit. p. 10.

230 Kisielnicki J., Sroka H.Systemy informacyjne bizneslacet, Warszawa 2005, p.
38.

2 dentification of chains which could instantly taken functions resulting from
implementation of the new solutions in a functigniorganisation is not always
possible. Therefore, in order to avoid mistakes imadcuracies it is necessary to build
a theoretical general model of a template orgainisatonsisting of modules extracted
according to the criterion of main tasks which tipeyform. The organisation is able to
apply the tool assisting the process of plannirg structure of commune/municipal
expenditure in practice. The next step is assigrtesgks and links in a template
organization to the scope of tasks performed byscattually functioning in the
organisational structure of the Municipal/Communtid®@ and (or) creation of new
cells in the office, if necessary. In this way fireblem of implementation of the tool in
practice can be solved because organisationaltstas of various Offices are not
identical.

2¥2Analiza i modelowanie systemu informacyjnego piizbatgstwa,

S. Senczyna (ed.), published by the Silesian Unrityeof Technology, Gliwice 2000, p.
25.
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Image 5. Relation between competences of differentganisational modules of the
general model solution and competences of the celtdf actual organisational
structure of the Commune/Municipal Office.

General modular Actual organisational
~ scheme of the structure of an Office
information system | )
executing a required lmplem’entatlon

Economic tool procedure
bgsed on the Module 1 Cell A
ratio of growth v
of economic Module 2 AN / > CellB
potential of a - :
region

Module 1 Cell X

Source: Own work.

The end user of the information generated by me#n{RGEP
planning tool is the voyt/mayor of the commune/nocypality.
Considering the process of implementation of tHatgm it is necessary
to include all the modules which will be involved the process of
gathering and processing data. The full profiletledé organizational
module requires determination of purpose, orgaioisat conditions as
well as the following®

* processes executed in the module;

* resources in the module;

» information necessary for the module to work;
 information flows between modules.

Once the tool is implemented, the procedure of dgueg
information must be broken into the following tasks

* acquiring input data for the model (based on aesuand the analysis
of budget expenditure);

» processing the acquired data to make them fitélqeirements of the
model,

» correction of the volumes of expenditure due to-taime effects e.g.
synergy or completed long-term investments;

233 Bendkowski J.Informacja naukowa.op cit. p. 125.
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» determination of expenditure structure on the basithe proposed
method;

» confrontation of the structure of expenditure acbte by means of
IRGEP planning tool with the structure correspogdion competence
structure of particular departments in the Office;

» determination of the value of the ratio and analysi the results
achieved in the previous period in order to arrateinformation
supporting the evaluation of efficiency of expendst

» storage of information acquired as the result seaech conducted in
consecutive periods;

e supervision over quality and timeliness of actesti

Each activity listed above is assigned to an oggiinal module
which is authorised with competences for its exeoutind which is
given the same number as the task. The informatiepared in this way
constitutes a supporting aid in the process of rptanthe structure of
budget expenditure for the voyt/mayor because Ipshéo adjust the
structure to the preferences addressed by membkrsheo local
community.

A general model of the process of information flows the
Commune/Municipal Office is presented in Image 6
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Image 6. Map of information flow in the Commune/Muricipal Office resulting from application of IRGEP (template model)

INSIDE OF THE ORGANISATION
(equipped in the ability to execute a procedure) VOYT Head of Department X
Module8 L'E 1
Supervision over quality and timeliness
Module 5. of activities
Transformation of the structure of (< | 13
expenditure — =
11} 1 15 Module 3
L1 — Correction of expenditure volume:
L8]
4 A
v Module 7
Module 4 Storage of data acquired as the result of researq h.l_g —1
Determination of expenditure structure conducted in consecutive periods I 1201 Detalisation into tasks
on the basis of IRGEP
—d
41 7y . —
v [
Module 6
[ 6 Calculation of the value of the ratio
and analysis of results achieved Actual
Module 2 in the previous period
Processing of the acquired data td Module 1 processes
the requirements of the model Acquiring input data for the modg
A

ENVIRONMENT (Local social and economic system)

Source:Zabka A., Model procesu tworzenia informaciji dlarpeb planowania bugtowego w gmini¢in:] Rachunkow i finanse podmiotoéw
gospodarczych w erze informadjiaputa W. (ed.) CeDeWu, Warszawa 2008, p. 139.
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The organisational units expressed in Image 6 bgnse®f numbers
correspond to the numbers of relevant tasks. Aatthlly, verbal
description of the tasks is provided. The arrowswsththe flow of
information.

The employees responsible for execution of tasksigasd to
particular modules receive appropriate documendsi@astructions so as
to the type of operations they need to perform legirtassigned set of
documents or data. Such approach triggers a ceytaénof assembly line
— each procedure requires appropriate division ahpetences and
scopes of responsibil#y. Application of the proposed tool requires
extraction of competences represented by modulehwhiill enable
execution of the process of acquiring and procegssiformation. The
competences needed for functioning of the moduk mesented in
Image 7.

Image 7. Profile of the module executing the procesof acquiring and processing
data.

Skills Resources
Powers

Datafee! Module executing the Result of the proce
processof processing >

information

A 4

Scope
of contro

Source: Own work.

For each extracted module in the general moded important to
define:

» datafeed — data which is to be acquired or prodessehe process
executed by this module;

234 5zyjewski Z. Zarzgdzanie wiedz jawnyg [in:] Problemy zarzdzanial/2005, p. 40.
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» skills — knowledge with respect to the possible svaf acquiring or
processing data in the executed process and tligy abi put this
knowledge into practicé®,

* resources — material and intangible resources pedsable for
execution of the assigned process (e.g. hardwatsa@itware);

» scope of control — key parameters for the qualitthe process subject
to control;

» result of the process — datafeeds processed inrdeome with
procedures assigned to the module.

Among processes executed in Module 1 there areitasirelated to
annual acquisition, in strictly defined period mhe¢, of data on volumes
of indirect changes in the structure of prefererafdbe local community
(information flow 1). This datafeed is pre-processdo the tabular form
which sums the number of equal in value opinionshwespect to
uniform areas. The cells responsible for executimg process must
dispose of authorisatiétf and resources to conduct annual surveys
among residents and entrepreneurs. The inform#timinshould be at the
disposal of employees responsible for conductirgg ftinctions of this
module relate to the kind of data which must beamlgld by means of
a survey and presentation of results. Additionally,this stage it is
necessary to possess the skill of data processitighe2 module must be
equipped with appropriate hardware and software Réy supervised
element is the time of passing the result datah& donsecutive unit.
Moreover, the congruency of grouping the resulth wespect to relative
changes and levels of significance of particulanmfework conditions
should also be subject to supervision i.e. vetiiitccaof the number of
returned surveys with the sums of numbers of resolieach examined
area. The form of recording the result data wsbabe audited.

The data processed in this way is transferred tdo2 for further
processing and to Module 7 for archiving of anrawalveys (Information
flow 3). This information is stored in the archiea the off-chance of
doubts concerning the quality of result valueshef process and will not
be utilized in future periods.

2%The assigned information necessary for appropeageution of the process, is the
key element of the profile of the module. The apito utilize the information should be
considered in the implementation phase e.g. apf@@ptraining courses should be
provided for if necessary.

2380r power of attorney to delegate them to extermétbior to get access to pollsters.
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Module 2 consists of activities related to proaegsf the acquired
data to such aformat which meets the requiremehthie model i.e.
determination of the structure of the averagedepegices of entities of
a given social and economic area and the volumes/@faged relative
changes that occurred as the result of expenditupgiblic resources in
particular areas. Datafeed of this module corredpaa Information flow
2 i.e. the result values of data processing in Nm®dil. Entities
responsible for execution of this process mustgesknowledge on how
to average the received data. In order to effibyazdnduct the process of
structure determination, it is necessary to equifs fprocess with
hardware and software. Also in this module the toheompletion of all
the required activities and passing on final resu#t critical. Each
achieved value of the aggregated sum of importaat®s for all
framework conditions which, according to assumgdfh must equal 1,
is also subject to audit. The end result of date@ssing in this module is
information about the structure of averaged prefees of entities
residing in a given commune/municipality and abeniimes of relative
changes observed within particular framework coodg as perceived by
local residents. This information is then transdrrto Module 3
(Information flow 4) for further processing in therocess of
determination of an optimum expenditure structtoeModule 7 (data
archiving; Information flow 5) and to Module 5 (efency analysis,
Information flow 6). The result information deve&ap in this module
will also be used in the next year's annual sunasy benchmark
(baseline).

The essence of the process executed in Module&riisction of the
values of ratios between the amounts spent anddirm@amics of
parameters constituting the ratio due to one-tirfiects (e.g. synergy
with large public investments in infrastructure ammpletion of a long-
term investment in the period preceding the plagmeriod) achieved in
a given year and having a considerable impact @ gérception of
residents with respect to changes in framework itmmng in particular
area and on the assessment of the importance s# timnges. This will
guarantee a greater precision in determinatiorhefsize of expenditure
ratios to the dynamics of changes in the conditiohsunctioning of
entities in a commune/municipality and on dynana€amportance of
these conditions and, by extension and will caueeirerease in

287See: p. 98.
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probability of achieving the goals set with respecshaping framework
conditions for local developmerit.

The correction of values of importance ratios fartigular areas of
communal activities and values of perceived retatisthanges of
functioning in these areas which were achieved bams of a survey, is
not recommended though. What should be the subjexirrection is the
sum of budget expenditure of acommune/municipabty similar
undertakings inclusive of realization costs of éifi@rementioned external
activities which trigger one-time effects such gmesgy. Although the
efficiency of expenditure depends on the entitychHiears the costs, an
error resulting from inclusion of these expensesthe process of
determining the values of the examined ratios, eelitainly be smaller
than their total omission.

In cases when the commune/municipality is the itoresthe
amounts of expenditure assumed in the model shasitdbe corrected in
both directions. The investments under realisatibave already
consumed a certain amount of money but they do maiduce
measurable results until they are completed and iptdt service.
Inclusion of the expenditure incurred will falsifile extent of ratio of
expenses to the amount of relative changes achigvéldde examined
area. Therefore, it is appropriate not to includese expenses in the
aggregated amount of the expenses incurred in xaeniaed period.
These expenses should be included in the model Weemvestment is
ready to use. If the investment is put into operath a number of stages,
only such proportion of the expenses should beuded in the
aggregated amount of expenses, which was direotipexted with this
part of investment which is put into service. Tlyggr@gated amount of
expenditure should also include returnable and neturnable expenses
which constitute budget revenues and which werentspe order to
improve  framework conditions of development of this
commune/municipality.

Module 3 will be fed with data acquired from thevieanment
(Information flow 7) on the costs of implementatioh investments
which were completed in the commune/municipalityd anhich, to
alarge extent, impact the assessment of frameveorkditions for
development by entities residing in a given soaiatl economic area.

2%83uch solution allows for on-going update of pararsebf the expenditure planning
process resulting from the changes in frameworlditmms of development which did
not result from the activities of local authorities
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The unit performing the functions in Module 3 shibbke competent with
respect to the method of obtaining this type obinfation, and should be
able to develop a system of monitoring of key itnesits finalised in
the commune/municipality in the examined periode Tlesult of the
process performed in this module will be juxtagositof investments
completed in the period preceding the planned gdetamether with
amounts which were spent on these investments ssignang them to
appropriate areas of activity of the commune/muypailily which are
specified in the structure of the tool. The supgon over realization of
the process in this module will concern the datédransfer of the
information and properties of assigning investmeatgarticular areas.
The result of the process is transferred to Modu{rformation flow 8)
and to Module 5 which performs analytical proceqsa®rmation flow
9).

Module 4 performs processes related to determimagfooptimum
structure of budget expenditure on the basis oinléhod of integrated
ratio of growth in economic potential of a regidRGEP). This module
is fed by: Information flow 4 representing passafeesult information
on the structure of preferences and the volumesyaluation of relative
changes in framework conditions (this informati@mes from Module
3); Information flow 8 representing information dne corrections of
budget expenditure; Information flow 10 represemtifow of baseline
information (as at the end of the previous period)the structure of
preferences (source of this information is Modulg ihformation
provided by the voyt (Information flow 11) aboutetivolume of the
planned aggregated amount of expenditure.

To assure the right course of realization of thecess in Module 4
an algorithm calculated on the basis of IRGEP isdus order to
determine the optimum structure of budget expenglitthe condition
necessary for the realisation of the proceduregigpping the module
with appropriate hardware and software. The issueter supervision
here are the date of generation of the result inédion; the date of
transfer of this information to subsequent unitg; aggregated amount of
budget expenditure used in the calculation whictstnoe equal to the
amount of expenditure planned by the voyt and ¢ovélue of postulated
importance parameters of particular boundary candtat the end of the

145



AdamZabka

planned perio#®. The outcome of the process in Module 4 is the
information about the optimum structure of expeamitin configuration
corresponding to the structure of framework coodsgi described in the
model, within the available resources. The infororais transferred to
the Archive Module (Information flow 10) and to Mdé 5 (Information
flow 12).

Organisational structures of different communesficipalities and
the areas of activities determined by the congtrocof the ratio may
vary therefore, it is necessary to transform thwacstire of expenditure
arrived at by means of IRGEP planning tool, to th&ucture
corresponding to the organizational division of tldfice into
departments. In the best possible situation tharosgtional structure of
the office should be adjusted in such away so it&atparticular
constituents are directly responsible for shapipgcgic framework
conditions of development of agiven region. Uniodtely, the
organisation of a vast majority of examined comnhwarad municipal
offices considerably differ from the ideal model.

The processes of transforming the structure of edibere recorded
in a configuration resulting from the framework ddons to the
structure resulting from the organisation of thécef are performed in
Module 5. This module is fed with information hagiaptimum structure
of expenditure determined in Module 4 (Informatitow 12) and a list
of suggested task® (Information flow 13). Budget conclusions
concerning the tasks proposed for realisation igivan period in
accordance with the procedure of activity-basedgbtidg, are presented
to heads of departments by members of staff (Inédion flow 18) in the
following form?4%:

» Profile of a budget task — description of the tasdeds related to its
realisation and tools for measuring the efficientits realisation.

* Action plan for abudget task — alist of actistimecessary for
realisation of the task and the volumes of relabgoknditure.

239n accordance with assumptions of the model, thieevaf importance must be
identical for all framework conditions, which batas the process of their creation.

240 In case of communes which use the activity-basedgbting method this process
will be much less time-consuming.

24Compare: Filas J., Piszczek M., Stopnicka Budtet zadaniowy — nagzzia

i procedury the Municipal Development Agency, Krakéw 1999, pp-85.
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The heads of departments review the budget apjoinsatin
accordance with priorities and transfer them asrmation flow 13 to
Module 5.

In the process realised in this module tasks airegkaessigned to the
structure resulting from application of the toovd®ped by the author of
this publication i.e. the tasks are matched witlprapriate area of
communal/municipal activity. Thus, critical infortien here is the
information about the catalogue of tasks executed the
commune/municipality and method of their assignitog particular
framework conditions. A sample format of such aagak is presented in
Table 13.

Table 13. Extract from the catalogue of tasks readied in the
commune/municipality

Assignment to
departmental
structure of the Office

Assignment to framework
conditions of development

impact of the condition of

U Maintenance
communication infrastructure

Renovation of

Y road surfaces on conducting business activity Department

)

< Payment of I .

. h)éusing availability of S(.)C'al welfare Social Welfare Centre
allowance benefits

Source: Own work.

Information about the structure of expenditurevadi at thanks to
the application of IRGEP planning tool togetherhnibe catalogue of
tasks assigned to each activity area is handed tvethe voyt*?
(Information flow 14) who, if necessary, makes ections in the
structure of the postulated expenditure and theantifles tasks for
realization in each area of activity. The tool tlaasists the process of
selection of tasks is information generated by Meduiwhich analyses

242The term ‘voyt' is only arbitrary. It corresponds the level of responsibility for
realisation of processes conducted within this nedDepending on the size of the
commune/municipality responsibilities assigned fiois module are in the hands of
a voyt, mayor or president.
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the effects of budget expenditure in order to mogdrticular framework
conditions (Information flow 17).

The aggregated amount of expenses involved in ¢hbsation of
tasks included into the budget plan may not excewd volume of
resources (resulting from the corrected model sirey allocated for
development of framework conditions of the regi®he group of tasks
gualified for implementation is passed on as feeklginformation flow
14) to Module 5. The outcome of the process redliseModule ‘Voyt’
allows for transformation of the expenditure stanetcreated by means
of application of IRGERlanning tool into the structure of expenditure
resulting from the competence structure of departme This
transformation is carried out on the basis of tlaalogue of tasks.
Information on allocation of budget resources aask$ selected for
realisation is passed on to the heads of departmast feedback
(Information flow 13). The heads of departments camicate the
information about tasks selected for implementation employees
specifically responsible for their execution (Infaation flow 19).

The operation of transforming the expenditure $tmecwill also be
required in case of the structure of expenses treguifrom the
organisational division of the office; this struaumust be adjusted to the
structure resulting from framework conditions pdetied in the model.
The knowledge of the base structure of expendiagepted in the
IRGEP method is indispensable in the process oéroeting of the
optimum structure for the next planning period. sThknowledge also
facilitates inter-period comparisons. Efficient eneon of tasks assigned
to this module requires appropriate hardware arfiivace. The aspects
which should come under direct supervision is pualdly of generating
the results of the process. Moreover, the criteabprocess verification
will be compatibility of aggregated amounts of betigexpenditure
resulting from both ways of recording expenditfit@nd the property of
assigning randomly selected tasks to appropriateartteents. The
information generated in this process is submittied the voyt
(Information flow 14) as information assisting ptamg of preliminary
distribution of resources and sent to the moduleviinch data is stored
(Information flow 15).

243 There are two systems of recording expenses. @salts from departmental
structure and the second results from assigningfraonework conditions for
development of a commune/municipality.
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Module 6 consists of processes related to detetramaf the value
of aggregated ratio IRGEP and to the analysis siillte achieved as
a consequence of disaggregation of the general foirnthe ratio to
particular framework conditions. It is particulaiijportant in case of
ratios between expenses and the effects achievpteimous periods. It
seems that the best possible solution here is contpiinformation
achieved through application of IRGEP planning tath information
generated by means of task-based budgeting mefingl module is fed
with data from Module 2 on the volumes (determired means of
a survey) of evaluations of relative changes imgeork conditions for
functioning in the particular areas of activity
Qin/Qit-1y and levels of importance ratios of particular feamork
conditions for developmenigg(Information flow 6). Moreover, to assure
correct course of the process it is necessary geowiformation on the
levels of importance ratios of particular framewocknditions for
development forecasted for the end of the precegamipd a.1). The
source of this information is provided by Moduleld@formation flow
16). The last datafeed for Module 6 is Informatftow 9, representing
flow of corrected valueé$* of budget expenditure incurred in order to
change the framework conditions of development amtigular areas.
Here the source is Module 3. The organizationatsuresponsible for
process assigned to Module 5 are obliged to contthecainalysis of the
achieved ratio between the volumes of budget resswspent on shaping
particular conditions for development and the reéatchange in these
conditions. The ratio between the relative changésframework
conditions in particular areas and dynamics ofithgortance parameter
a are also subject to analysis. The outcome of tpskbrmed in this
module is achieving information on the reasonshanges in values of
the ratios mentioned above. The main recipienhsf information is the
voyt of the commune. As already mentioned, it isgilole to use the
documentation which is created in the processsi-bmsed budgeting as
this documentation constitutes a source of informmatvhich helps to
arrive at a full picture of performance of localttzarities in the period
preceding the period under planning process.

The units realizing the process assigned to Modulshould be
equipped in skills of conducting economic analysisl interpretation of

24The correction refers to expenses within framewookditions of development in
which the phenomenon of synergy between the actlieffect with financial activities
related to sources other than communal/municipdgbtoccurs.
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achieved results. These units should dispose aburess such as
hardware and software. The effect of the procesafmation about
efficiency of activities undertaken in the commuamed at improving
the framework conditions of growth of economic mig of a region.

This information, represented by Information flow, 1s handed over to
the voyt as atool supporting the process of selgctasks for

implementation.

Module 7, in which information from consecutive y&& stored and
archived, has an additional function of an inforim@buffer between the
remaining modules. The information generated by eddhe module is
transferred to the next module for further proaegsand to the module
which stores the information. In this way the enypkes responsible for
executing processes assigned to particular modalesasily access the
data they need to assure prompt and smooth reafizaft processes. This
module is fed with results of processes completedairticular modules
represented by information flows 3, 5, 10, 15, 1@ 20. The process
assigned to Module 7 involves distribution of agki#® data into the
archive or for further use in future periods. Tieeand category of data
must be easily accessible and the data must bedextaon a way
corresponding to the requirements of the procestgsh may need this
data in the future. The characteristic featuretofagye process in case of
data that only need archiving is high degree of p@ssion. To assure
smooth functioning of processes assigned to Modutes necessary to
build a database in which data may be sorted owicoordance with
different criteria, including the date of recorddamaturity in future
periods. The required resources when it comes tduldo7 is appropriate
hardware and software as well as data carrierswigfp for data
archivisation. The outcome of the process in thaduhe is data made
available, as datafeeds, for processes execut®lbdule 4 (Information
flow 10) and Module 6 which serves organizationalndtions
(Information flow 16).

It should be emphasized that the key factor inpitueess of budget
preparation is time. Badly coordinated budget pedoggs between team
members in terms of time may cause a number otifptions in the
process of realisation of the task. The processcreftion of the
communal budget must be completed by the end ofy¢lae preceding
the year for which the budget is prepared. Purst@athe legislation in
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force?*® the voyt is obliged to submit to the Commune Cdundraft of
the budget by 15 November of the year precedingotitget year. The
budget calendar should then allow a sufficient amad time needed to
prepare the information supporting the processxpkeprditure planning
on the basis of the algorithm presented in thidipation. The deadline
for passing the budget is 31 March of the budgeir.yén case of
disturbances in the process of developing inforomasupporting budget
planning process on the basis of IRGEP, applicabiothis information
may prove impossible due to statutory deadlinepfassing the budget.
Therefore, it should be assumed that the informatibout the schedule
for communicating result information is of key impnce for
functioning of each module. For this reason Moduigas equipped with
a set of powers with respect to supervision ovex fnocedure of
preparing information supporting the planning psesceachieved by
means of application of IRGEP planning tool. Thet wesponsible for
the supervision must possess extensive knowledgaraoesses in each
module and on key aspects of control over eachesfit

The deliberations undertaken in Chapter 4 on thpdicgiion of the
method based on IRGEP construction for supportimg process of
planning the structure of expenses covering thésaafsdevelopment of
framework conditions and the methods of its impletagon, allow to
formulate a statement that technical conditiongply this tool in the
organizational structure of the office do existn€&tional approach to the
process of determination of the optimum structdrthe expenses and to
generating the information that allows analysighe&r efficiency on the
basis of IRGEP planning tool, made it possible itraet template
competence modules whose tasks and informatiorrétaéions may be
assigned to actual organizational units of an effi& considerably high
degree of flexibility that can be achieved herew for implementation
of the proposed solution in any self-governmentaaisgation regardless
the organizational structure of a given office.

A major improvement in the process of determinatioh the
optimum structure of budget expenses is the agmitaf the task-based
budgeting in the budget planning process. But ialso possible to
implement IRGEP planning toah offices in which task-based planning
is not used. Transformation of the structure ofegges to such a form

245Act of 8 March 1990 on local self-government (Jalimf Laws 1990 No 16, item 95,
article 52, point 2).
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that it corresponds to the organisational structfréhe office may be
based on the division resulting from budget clasaiion.

The biggest challenge in implementation of new tsohs in general
is the resistance to change of the workforce. TThezgthe procedure of
generating information supporting the process ahping expenses and
evaluation of efficiency of the process does nakiénncreasing the
workload on employees. In case of implementing IRGHanningtool
the problem of resistance is almost completely ielated.

IRGEP as a method supporting the process of plgnexpenses is
not expensive to implement and maintain. The costed here is the
annual opinion survey of entities functioning igigen area. But these
costs may be reduced by application of the parsdareh method. The
assumption behind the construction of the survegrising at extensive
and comprehensible instrument which is user-frigsdl that it is easy to
assemble the representative group of respondérnitselen possible to
conduct the survey online by publishing it on thebsite of the offic&®,
Such solution would allow to automate, to a higlgrde, the process of
data processing in the process of planning budgetreliture.

All the arguments mentioned above support the shesiat
implementation of the tool of planning budget exgigure and evaluation
of efficiency of this expenditure by means of IRGEH help to achieve
positive results at considerably low costs and ¢ktent of the these
results cannot be measured a priori.

5.2 Supporting the evaluation of expenditure efficiency

The opinion survey conducted among residents atré@eneurs in

Ruda Slaska in November 2008 and repeated in November 2009

embraced a group of 742 respondents. The seleati@spondents to the
group was carried out by means of proportionatehoulogy taking
into account the number of residents in particplarts of the town, age
structure, education and profession of the resgdent

The basis of the survey was a questionnaire prdpsrecifically for
the method which constitutes an attachment to tesemt publication.
The survey involved 15 areas which determine thaditions for
functioning of entities corresponding to the coiwis specified in sub-
section 4.2. Respondents were asked about the tamper of activities
undertaken in respective areas which are, in f#og framework

248 |t must be accompanied by appropriate steps f®ednination of this solution.
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conditions for development of their municipalityhdy were also asked
about the extent and directions of changes thauroed in these
conditions. The questions were formulated in thi®fang way:

1.

10.

11.

12.

How important to you iscreating further facilitationsin finding
employment in your commune?

How important to yous further improvement of availabilityf sales
and service outlets in the territory of the comnfune

How important to you isfurther improvement of operationsf
institutions providing assistance in case of incooss?

How important to you ismplementation of further facilitatiom
finding accommodation in the territory of the comme@

How important to you isurther improvement in the accessbasic
health care services and units associated (e.gmpleges) located in
the territory of the commune?

How important to you isfurther improvement in the access
educational services developed in the territorshefcommune?

How important to you igurther improvemenbf the conditions of
using the common communal facilities (parks, playmds, bicycle
paths etc.) for recreational purposes?

How important to you isundertaking further actionsaimed at
improvement in environment protection (air, watad &oil quality)
in the territory of the commune?

How important to you isundertaking further actionsaimed at
improvement of the security level of people andperty in the
territory of the commune?

What is your opinion on the extent of bureaucrdbemalities
associated with starting a business activity in téeitory of the
commune?

How important to you isimprovementin the quality of the
administrative and legal service and support indéeelopment of
enterprises?

How important to you ismprovementin the road and railway
infrastructure in the commune?
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13. [(How important to you is improvement in the posdiiles to find the
right employees?

14. [How important to you is the possibility to use themmune
property (e.g. through leasing) for production msgs?

15. How important to you is improvement in the accessutilities
(water, gas, electricity) and waste disposal?

Each question is complemented with another quesélating to the
evaluation of the relative changes which occurred given area. The
layout of a sample question is presented in Tadle 1

Table 14. Sample survey question.

1. How important to you is creating further facilitati ons in finding employment
in your commune?

Totally . Not Rather Modera Rather | Quite Very

. Unimp | really : tely |. . Importa| .
unimpo . unimpo | . importa | importa importa

ortant | importa importa nt
rtant rtant nt nt nt
nt nt

0 1 2 3 4 5 6 7 8
To what extent did the situation change in the lasyear?

) o o) = = [T
08| 26| ¢ S 3 | = 5 S | =t
3R] ES®8s| S SN = ] EX|ER| SEX

SO = T S S O S EX oo | 0Oo| ©
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EC| =2 RN 5 S > g o o G 3L
Oz| 63> & © 5 = e o §a=2
S| OO [} e £ = = O E
; £ £
0 80 90 100 110 120 130

Source: Own work.

The research on the importance of undertaking iieswvith respect
to particular areas was conducted in order to detey the parameter of
its importance ia The span of the scale i.e. the level of imporant
undertaking activities which modify conditions ing&en area, was
determined as [0;8] spread, in which 0 means ldcleoessity to modify
the conditions, while 8 represents avery strong@dnéo improve
conditions in a given area.

Uto be filled in by entrepreneurs.
Uto be filled in by entrepreneurs
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The question referring to the evaluation of theeleof changes in
conditions which occurred in the passing periothese areas, allows to
determine the volumes ofi§JQit1). The changes may be perceived as
positive or negative, therefore the accepted ssalB;+x]. It was also
assumed that the determinant of lack of change$ waspect to
framework conditions for functioning in a given arés assigned the
value of 100. Deterioration within a given conditias assigned the
spread from O to 100, where 90 denotes deterioratd a given
framework condition by 10%. The evaluation of arga in framework
condition (scale from 100 tood) denotes improvement of functioning
within this condition. The value 110 means thativery framework
condition improved by 10%. The value of evaluatmhimprovement
with respect to the examined conditions is in ng \Wiited in order to
retain the completeness of the set of ratios deteémgnthe values for the
extent of the change. The questionnaire comes avghort note on the
purposes of the research and instructions howl tib ifi.

The examination of importance of activities undegtain particular
areas was conducted in order to arrive at paransetérhe achieved
results are presented in Chart 9:

Chart 9. Structure of averaged preferences accordm to respondents in Ruda
Slgska in 2008.
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*See the list on pagetad! Nie zdefiniowano zaktadki.

Source: Own work.
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For the structure of averaged preferences the autbtermined
standard deviatioro of the value of importance parametersg)aor
undertaking activities in particular areas. Thepscof changeability of
the standard deviation of parameter structureramges from 0 to
0,258199; where 0 deviation denotes optimum stractn which all
importance parameters are balanced for particulegasa while
0=0,258199 shows a structure in which one of theupaters takes the
value of 1 and all remaining parameters are atlélvel of O; it is
a structure with the smallest level of sustaingpili

The value of standard deviation of the preferenngctire achieved
by means of a survey conducted among individuadskbarsiness entities
functioning in the municipality of Rud#iaska, withors=0,01301, places
it well within the range of the parameter. Takimgoi consideration the
assumption that in optimum structure all importanz&gos are equal to
one another and amount to 0,0667, the areas wimctihe opinion of
respondents, require changing are areas number738%and 9. The area
of entrepreneurship, as was shown in the studgneswith the smallest
need for change. The respondents found the condité functioning in
this particular area satisfactory.

This parameter is under avery strong influencehef results of
dissemination campaign conducted by local autlsitiWwhen the
residents of a given area are aware of the devedopmlans of their
commune/municipality, their perception of the legéheeds satisfaction
is affected i.e. the feeling that a given needasgatisfied is diminished.
Well-informed residents will start to point to asei which long-term
activities ought to be undertaken. When not enougbrmation is
communicated by local authorities about plannedviaets with respect
to improving conditions for functioning, resideipsrceive the conditions
in relevant areas as unsatisfactory. In such a d¢asal authorities may
intensify their efforts in the wrong direction deetresult of inadequately
interpreted data which may trigger a situation ihick efficiency of
public expenditure is weakenétl.

The second factor taken into account in the suway the extent of
changes occurring in a given area in the year pregethe survey. The
achieved results are presented in Chart 10.

247 7abka A., Jonek-Kowalska |.Znaczenie przeplywu informacji w zadzaniu
rozwojem lokalnym. Whnioski z badarfia:] Ewaluacja rozwoju regionu w wymiarze
spotecznym, gospodarczyrrédowiskowymMalik K., [ed.], Opole 2009, p. 291.
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Chart 10. Values of averaged relative changes in ¢hevaluation of respondents
(Qiy/Qie-n)) of RudaSlaska in 2008.
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*See the list on page 153

Source: Own work.

The values of relative changes are characterizedrbgt spread.
A slight deterioration in the functioning condit®mvas noted in areas 1,
2, 4 and 14; whereas improvement was noted in aeb8, 12 and 13. It
is worth noticing that considerable changes wefleated in satisfaction
expressed by entrepreneurs with respect to crearditions (see the
same areas in Chart 21).

Like in case of the first parameter, the informatihat the office
communicates to entities functioning in the commbas big influence
on the evaluation of completed changes. The relsestrowed that the
residents are not aware of the full scope of aaiwiperformed by their
local authorities. They are rather more prone &gitrthe commune with
activities of asmall range, crediting other ingitn with large
investments. It seems that it would be a good tdeaopy the manner of
informing about co-financing of the investments evhiis obligatorily
used when it comes to EU funds. Each and everytment co-financed
by the EU must have a plate with full information the source of
financing. Such policy was adopted in Ruflaska with respect to
investments financed from local budget. Anotherbfgmm may be the
fact that some of the commune’s activities do remglate into physically
noticeable results. However, in this case it isoeable to assume that
the lack of awareness of existence of some needssnihnat they are
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satisfied well enough or are not significant to teeidents because the
changes in the system of values are shown in tigetey to undervalue
or even devalue the factors satisfying the neaeady satisfietf®

It would be a hasty action to try to evaluate tiamed values of
relative changes in individual areas without relatito the value of
expenditure that brought about those changes. atie reflecting the
value of this translation isdr Relating the values of obtained changes to
the value of expenditure which caused them is shav@hart 11.

Chart 11. The strength value of expenditure for okained relative changes for
individual framework conditions (Rqi) and obtained relative changes (Qi/Qibaz) in
Ruda Slaska in 2008.
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*See the list on page 153
Source: Own work.

Information concerning the value of relative charf@e)/Qi¢-1)), in
individual areas, in connection to the informatammcerning the value of
expenditures translation to the value of obtaireddtive change (&),
allows to formulate initial conclusions concernititge effectiveness of
spending public funds in individual areas. Indicat®gix may be
interpreted as the growth of the relative changéuevacaused by
increasing the expenditure by one unit. Togethéh wie growth of this
indicator the efficiency of expenditure grows. hetconducted research

248 Maslow A.,Motywacja i osobow, Pax, Warszawa 1990, p. 105.
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the greatest values show indicatorsi® Roiow, Roii and Ryiaw and
what follows, in the area of those framework caodé the greatest
relative changes were obtained. The situation feerént in case of
indicators R2w), Raozw, Rosw, Rospand Ry In the areas characterized
by low translation iy value, considerable change can be obtained only
by directing relatively larger expenditures stredtmshould be pointed
out that noticing changes by the residents andwaeness of the source
financing those changes have significant influence the parameter
value. The residents must notice the changes whasle been financed
from the communal budget. It seems that an effelsticonducted
informative policy allows to raise that awarene3$ie analysis of
research results clearly shows the areas whereetidents notice the
changes and those where the changes have not beegnised. The
dichotomy may have two reasons: wrong informatieécy concerning
undertaken activities or lack of completed chandé® analysis of the
ratio of expenditure in the examined period to thktive change of
functioning triggered by the expenditure with regpt® i-area, is the
basis for taking further analytical actions to bBth the reasons for
discrepancies in indicator values.

The model supporting efficiency evaluation cong&dmn the basis
of IRGEP allows also to draw a conclusion concegnthe area of
influence of the obtained relative change on theceuion of the
importance of taking further actions in individuakas by the authorities
of the commune/municipality. The influence is definby the ratio of
relative change in i-area to importance parameyaawhics of this area.
The indicator describing this ratio isifg. In order to determine this ratio,
it is necessary to know the preference structurthefentities active in
the area at the end of the previous and the exahpeeiod, namely
parametersi@y) and a).

A significant advantage of IRGEP is the possibility define
parameters values for any defined administrativea.arlt is vital
especially in case of communes with large number regidents
accomplishing large number of tasks in various artasuch a case it is
possible to define the value of IRGEP, as welhalsvidual parameter for
those districts which will translate into improvemef purposefulness of
activities undertaken in individual areas. The wealuof importance
parameters for the areas at the end of the prdyiedamined period, for
which the source is the questionnaire conducteataa ybefore, is
presented in Chart 12.
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Chart 12. The value of Riy ration and ratios of areas importance
ait-1) in Ruda Slaska in 2008.
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*See the list on page 153

Source: Own work.

The values presented in the chart allow to noticeertain
dependency. The higher the level of the ratio giantance of a change
in a given general condition, the relatively higlle ratio of relative
change in the framework condition to the dynamicsarea importance
parameter. It seems to be justified because irsavéh low level of need
satisfaction even small changes result in a ndiieeamprovement in
functioning conditions in the area, and as theltethe change in the
perception of their importance.

From the point of view of the conducted analydiss inecessary to
consider the relation between the value of theeadd relative change in
functioning conditions of entities in i-areaig@Qit-1) and the translation
of this change into the change of the level of inguace parameter ¢i)
for this area.
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Chart 13. Values of the achieved relative change rfdunctioning of entities in
i-area (Qipn/Qic1), and the ratio of this c,hange with respect to thechange of
importance level of this area (Rig) in Ruda Slaska in 2008.
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Source: Own work.

The above data analysis allows to make a geneséénsent that
there is arelation between the evaluation of tedtive change
(Qi(t)/QIi(t-1)) in framework conditions of functiamg, and the level of
translation of this dependencies into dynamics wdlweation of the
importance of those changes Rai(t). Obtaining aickenably big relative
change in functioning conditions in a given areaulth be reflected in
the dynamics of importance parameter in the arearevthe change has
occurred. In the absence of such asituation, oneghtm
risk a statement that the change was attractiveticable), but
ineffective as it did not evoke the improvemenmnetds satisfaction. In
case of such discrepancy it is necessary to anayseasons i.e. the
purposefulness of changes occurring in the areafasoshould be
examined. For instance, members of alocal commuddi not see
activities undertaken by local authorities withpest to education (e.g.
buying new equipment for school labs or financirggning courses for
teachers) however, they are able to notice thdtrem attend school
more willingly and they come back satisfied. Alsbem it comes to the
issue of environment protection, the residents alosee what particular
steps have been undertaken, but they see thadsidt — there are fish in
their local river where they were not before.
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The above analysis should culminate with considarabf the
relation between the values of ratios of expendiamd the value of the
relative change in functioning conditions and tladue of ratios of those
changes to importance parameter dynamics of ragpeateas. This
relation is presented in Chart 14.

Chart 14. Relation of factors values Rig and Raiy in Ruda Slaska in 2008.
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Source: Own work.

Complementing the consideration with analysis opeshelencies
Roiy and Rit) shows the lack of definite dependency betweervihges
of those ratios. A certain compatibility can be eved in areas 10, 11
and 14, where the ratio of the volumes of budgpeexiture is relatively
stronger. In practice, it would be good to allocatpenditures in i-areas
where translation &y and Ry would be the biggest as they
prognosticate the highest technical effectivendssctbons. However, in
reality the preferred activities are those thatdlda balancing the
evaluation a and not their dynamics. Therefore, it happeng tha
commune should spend means in those areas whasatrans R
I Raity are not necessarily the highest.

The tool presented in the present publication isi@strument
providing information for support of all activities local authorities. The
analysis conducted so far was connected to thggliegated form of the
ratio. The last stage of this analysis is detertionaof the value of the
ratio that would embrace all activities of locattarities in the examined
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period. The integrated ratio of growth in the eqommpotential (IRGEP)
for the municipality of Rud&laska has the value:

Zn: Qi(t) X a
i(t)
i=1 Qi(t—l)

1+0
Qip) — the state of result value for the end of thexgirad period,
Qit-1) — the state of result value for the beginning>afrained period,

aiy — ranking coefficient reflecting preference struet,
0 — standard deviation of ranking coefficients jai(t

ZWRE = = 0,987

Arriving at the value above 1 proves the unity afections of
undertaken activities with the structure of restdepreferences within
the area of shaping development general conditimsause for the
equivalent state of any change lack, with the bmddnpreference
structure as to the importance state of a givea arehe value of IRGEP
is always equal tol.

The aggregated value of the ratio shows the néwtia directions
of activities undertaken by authorities of a commufhe analysis of
disaggregated form allows to obtain information @@ming areas where
it is possible to reach higher level of expendsureffectiveness.
However, the level of standard deviation differdr@n zerao shows that
the possibilities to get closer to optimal devel@mtnpath were not fully
exploited.

The same questionnaire was conducted among residand
entrepreneurs running business activity in R&idaka was conducted in
February and November of 2009 with a representagireip of 789
respondents. The choice of the survey group wa® dynmeans of
proportional method taking into consideration tleenber of residents in
individual districts, age structure, education antployment.

The examination of importance of undertaken actiortee scope of
individual areas was conducted to define signifteaparameter;.aThe
scale range of the level connected with the impagaof taking activities
modifying the conditions in a given area was define range [0;8],
where zero means lack of necessity to modify caorbtin a given area
and the value 8 represents very strong need toowepconditions in
a given area. The obtained results are present€tan 15.
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Chart 15. The structure of averaged preferences imespondents’ evaluation in
Ruda Slaska in 2009.
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Source: Own work.

For the structure of averaged preferences the autbtermined
standard deviatioro of the value of importance parameters)afor
undertaking activities in particular areas. Thepgcof changeability of
the standard deviation of parameter structureramges from 0 to
0,258199; where O deviation denotes optimum stracta which all
importance parameters are balanced for particulegasa while
0=0,258199 shows a structure in which one of theupaters takes the
value of 1 and all remaining parameters are atlé¢vel of O; it is
a structure with the smallest level of sustaingbili

The preference structure standard deviation vabi@irmed as a result
of the research conducted among socio-economitiesnfunctioning in
Ruda Slaska is 0rs=0,0123 (it was 0,01301 in 2008). Taking into
consideration the accepted assumption that thenapttructure is the
one where all importance factors are equal and hawevalue 0,0667,
areas 10 and 14 are the ones that require chamgelsei view of
respondents. A positive change direction; howewrrst be noted in the
scope of this parameter value. The changes innerefes expressed by
the residents as compared to 2008 are present@dbirt 16.
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Chart 16. Dynamics of changes in residents’ preferee structure in RudaSlaska
in years 2008-2009.
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Source: Own work.

The presented data analysis allows to point toatleas where the
residents feel a strong improvement in their livoanditions (a drop in
the value of importance parameter of introducedhgha). Among those
areas 2,10 and 14 must be mentioned. In case &f 8red, 7, 8, 9 and 12
there the value of the parameter went up. The rebshind this situation
might be the fact that the conditions in other aresre improved,
therefore respondents paid more attention to theyeas where their
needs are satisfied to a smaller extent and require intense changes.

The second factor considered in the research wasettent of
changes in agiven area in the period preceding ythar under
examination. The values obtained in the researelpesented in Chart
17.
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Chart 17. Values,of averaged relative changes in ¢hevaluation of respondents
(Qi/Qivaz) in Ruda Slaska in 2009.
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Source: Own work.

The values of relative changes are characterizegrbgt spread.
A noticeable change in the condition was notedreas 2, 6, 8, 12 and
15. A deterioration in conditions of functioning svabserved in areas 1,
3, 4,5, 9 and 13. It seems that the overall lowgewf social moods
triggered by unfavorable economic situation migatdb significance in
this case. This thesis is confirmed by the analgkisarameter dynamics
in the period 2008-2009 presented in Chart 18.

Chart 18. Dynamics of relative changes in conditiomin years 2008-2009.
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Source: Own work.
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A firm growth of the parameter value was notedneas 2, 6, 8, 14
and 15. It means that changes in functioning camttwith respect to
these areas have been noticed by the resident! i fthe parameter
value was observed in areas 5, 7, 10 and 13.

It would be a hasty action to try to measure thtaiolkd values of
relative changes in individual areas without relatito the value of
expenditure that provoked those changes. The itaticaflecting the
value of such translation isgR The reference of the obtained values to
the volume of expenditure that was incurred isgmé=d in Chart 19.

Chart 19. Force of ratio of the incurred expenditue to the obtained relative
changes for individ,ual relevant conditions (Ri) and obtained relative changes
(Qi/Qibaz) in Ruda Slaska in 2009.
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Source: Own work.

The information concerning the relative change @al@/Qibaz) in
individual areas in connection with information ceming the
translation value of expenditures to obtained retatchange value
(Raiww), allows to draw initial conclusions about the i@éncy of
utilization of public funds in individual areas.dicator Ry may be
interpreted as the growth of the value of relatolfeange caused by
increasing the expenditure by one unit. The growththis indicator
triggers the growth in efficiency of expenditurds. the conducted
research the biggest values are thosegbdrand R4 indicators, and
what follows, the biggest relative changes wereaioled in those
framework conditions. The situation is different ¢gase of indicators
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Ro2t, Rosw, Roat, Roswand Ryizq. In the areas characterized by low
value of translation &), a considerable change may be obtained only by
directing relatively larger stream of expenditudéshould be pointed out
that recognition of changes and the awarenesseafdhrce of financing
those changes have significant influence on thaevaf the parameter.
The residents must notice the changes financed fittencommunal
budget. It seems that an effectively conductedrmédive policy can
considerably raise that awareness. Comparisonedfréimslation value of
expenditure to the value of obtained changes irpdreod of 2008-2009

is presented in Chart 20.

Chart 20. Dynamics of the value of the parameter otranslation of incurred
expenditure on the obtained relative change of furtioning conditions.
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Source: Own work.

The presented data clearly shows the growth ineffieiency of
expenditure in areas 5, 10 and 14. It means thatchanges in those
areas are perceived by the resident more cleaalyitihnthe previous year.
In areas 8 and 11 there was a drop in the analyaetmeter. In case of
area 11 (supporting business activity by publicharities) it might be
justified by the current economic situation. In dhaimes entrepreneurs
would expect more help from public authorities thaefore and, as
a result, the help so far is deemed to be insefiiciln case of area 8
(protection of natural environment) despite siguifit volume of
expenditure allocated for improvement of that paetamn the change has
not been recognized.
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The analysis of the extent of impact of the expemdiincurred in
a given period, to the relative change in functignin i-area provoked by
this expenditure, is the basis for taking furthemlgtical actions to
establish the reasons for discrepancies in indicatines.

The model for supporting efficiency evaluation deped upon the
integrated ratio of growth in economic potential afegion (IRGEP)
allows to draw yet another conclusion concernirgggbope of influence
the obtained relative change has on the percepfidghe importance of
undertaking further actions in individual areas thye authorities of
a commune/municipality. The influence is definedtty ratio of relative
change in i-area to the dynamics of importancerpater of this area.
The indicator describing this translation isasdR For appropriate
definition of this indicator it is necessary to pess knowledge of the
preference structure of the entities active in dhea at the end of the
previous and current period under examination, mamp@ametersi@a)
and ay. Values of importance parameters at the end of pieod
preceding the examined one whose source is caestitby the
guestionnaire survey conducted a year before,rasepted in Chart 21.

Chart 21. The value of Ri indicator and areas aimportance factors.
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Source: Own work.

The values presented in the chart allow to obseawertain
dependency. The higher the level of importanceofacf change in
a given general condition, the relatively highee thanslation factor of
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relative change in aframework condition to dynamiof i-area
importance parameter. It seems to be justifiechaareas with low level
of need satisfaction even little changes resuftaticeable improvement
of functioning conditions in the area, therefore tthange in perception
of their importance. Important observations witBpect to efficiency of
expenditure are presented in Chart 22 which cositdynamics of the
parameter of a relation between the achieved chandehe increase in
the level of needs satisfactiona(Ras felt by the surveyed residents in
years 2008-2009.

Chart 22. Values of the ratio of the relative chang in conditions to the increase in
need satisfaction in years 2008-2009.
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Source: Own work.

In the examined period there was a noticeable imgm@nt in
efficiency of expenditure, especially with respextthe economic zone
(areas 11, 12, 13 and 15). It means that the smbeptocess of goals
destined for execution and financed from publicd&imn the examined
period was successful. A considerable fall in @&ficy of expenditure
was observed in area 2 i.e. availability of housiegources. This area,
however, is characterized by a certain volatilggulting from the length
of the investment process and, as the result, siderable spread in
terms of commissioning of new housing units.

From the perspective of the analysis conductechbyauthor of the
publication, it is significant to consider the t&a between the value of
the achieved relative change in living conditions-area (Q@/Qit1) and
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translation of this change into the change in ingare parameter ¢k)
for this area.

Chart 23. The value of relative change in the contlons for functioning of entities
in i-area (Qiy/Qit1 and the translation of this change into change ofmportance
parameter (Rai() for this area.
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Source: Own work.

The presented data analysis confirms the improvéenrercivic
economy on the basis of the relation between tladuation of relative
change in framework general conditions for fundtignof entities
(Qiw/Qir-1), and the level of translation of this ratio irdgnamics of
evaluation of importance of the changg:R Arriving at relatively big
relative change in functioning conditions in a givarea should be
reflected in dynamics of importance parameter ia #nea where the
change has occurred. If this is not the case, cene say the change was
attractive (noticeable), but not effective as itd dnot cause any
improvement in the level of needs satisfaction. dase of such
discrepancy it is necessary to analyse its reasenthe purposefulness
of changes occurring in the area so far should Ymmeed. In the
examined period, a certain advantage was obserfvedcb areas where
considerably minor relative changes in living andrking conditions
brought about significant improvement in the leseheeds satisfaction.

The above analysis should be completed with coraidas about
the relation between the values of ratios of thkiwes of expenditure
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and the values of the obtained relative change anditions for

functioning; as well as the ratio of the volume tbé change to the
dynamics of importance parameters in respectivasaréhis relation is
presented in Chart 24.

Chart 24. Relation of factors values Rig and Raig).
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*See the list on page 153

Source: Own work.

When the considerations are complemented with theysis of
dependencies d8y and Rip, one discovers the absence of definite
dependency between the values of those ratios. tawthe analysis of
data presented in Chart 24 confirms the thesis talsagnificant
effectiveness of expenditure. The changes areemoignised by residents
(the postulate of improving the informative policwas already
mentioned) but they bring about a considerable avwgment in the level
of needs satisfaction. It is optimal to allocat@enditure in areas where
ratios Ry and Rip would be the biggest as they prognosticate the
highest technical efficiency of undertaken actestiHowever, in reality
such activities are preferred that lead to balaptihe evaluations ofi,a
and not their dynamics. Therefore, it is often thse that authorities of
a commune should consider allocation of resourpesuch directions
where Ry | Rai) are not necessarily the highest.

The IRGEP planning tool postulated in the preseumblipation
provides information for support of all activitie§local authorities. The
analysis conducted so far was connected to thggliegated form of the
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ratio. The last stage of this analysis is detertionaof the value of the
ratio that would embrace all activities of locattarities in the examined
period. The integrated ratio of growth in the ecommpotential (IRGEP)
for the municipality of Rud&laska has the value:

Zn Qi xa,,
1(t

ZWRE = 22 Qie-y =1,0987
1+ 0

Qiw — the state of result value for the end of then@rad period,

Qit-1) — the state of result value for the beginninghef éxamined period,
aiy — ranking coefficient reflecting preference struet,

0 — standard deviation of ranking coefficienigg

Arriving at avalue higher than 1 proves the conmnildy of
directions of undertaken activities with the prefege structure of
residents with respect to shaping development géoenditions because
the equivalence to the situation in which therabsence of any kind of
change, with sustainable level of preference airectso as to the
importance state of given areglae value of IRGERs always 1.

The aggregated value of the ratio shows a posutereeption of the
directions of activities undertaken by communahatuities. Taking into
consideration the value of the ratio obtained iI0Q0RGER0s=0,987)
improvement in the quality of management must bedited. The
analysis of the disaggregated form allows to obtaformation
concerning areas where it is possible to reaclylaehnilevel of efficiency
of expenditure. However, the level of standard dgen o different than
zero shows that the possibilities to get closer the optimum
development path were not fully exploited.

5.3 Supporting planning of budget expenditure

Another important function of IRGEP planning togaat from the
already presented function of supporting efficieneyaluation, is
supporting planning of budget expenditure. On thsi9of assumptions
presented in this monograph it is possible to condptimization of the
structure of budget expenditure in order to put toenmune on the
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optimum undisclosed development trajectéty characterized by
sustainability of the preference structure.

As the result of feeding the data obtained thaokbé questionnaire
into the optimization model based on non-lineargpaonming, it was

possible to obtain postulated structure of budggkerditures for 2009
(see Chart 25).

Chart 25. Stipulated expenditures in 2009.
140 000 3
120 000+
100 000 +

Budget expenditure [tys. z{]

1 2 3 4 5 6 7 8 9 10 11 12 13 14 15
Development general conditions*

*See the list on page 153

Source. Own work.

Juxtaposition of the achieved data with the volusheexpenditure
planned for 2008 allows to determine such areasravicensiderable
changes in the scope of volumes of expenditure pastulated. The
obtained results are presented in Chart 26.

249The notion of optimum undisclosed development ttajey was defined in subsection
3.1, p.60 and further.
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Chart 26. Compilation of volumes of budget expenditres in 2008 with volumes
stipulated for 2009 in individual development areas
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2008 m 2009 Development general conditions*

*See the list on page 153

Source. Own work.

Comparison of the volumes of expenditure showssligviations in
areas 2, 6, 12, 13, 14 and 15. With respect toehmaining development
general conditions it is suggested to keep themuekiof expenditure on
the current level.

As the result of feeding the data obtained thaokhé questionnaire
into the optimization model based on non-lineargpamnming, it was
possible to obtain stipulated structure of expemdifor 2010 (see Chart
27).

Chart 27. Stipulated expenditure for 2010.
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*See the list on page 153

Source. Own work.
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Juxtaposition of the achieved data with the volumieexpenditure
planned in budget for 2010, allows to determinehsaceas where
considerable changes in the scope of volumes ofrekjure are
postulated. Such compilation is presented in C2fart

Chart 28. Compilation of volumes of budget expenditre for 2010 in individual
development areas stipulated for the 2010
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Budget expenditure
[thousands of PLN]

1 2 3 4 5 6 7 8 9 10 11 12 13 14 15
ZWRE m Projekt budetu Development general conditions*

*See the list on page 153

Source. Own work.

Comparison of volumes of expenditure shows sigaifiadifferences
in the volumes of expenditure which result from laggpion of IRGEP
and the plan of budget for areas 2, 4, 6, 12 andtEhould be noticed
that in the previous year there were seven areasrewkignificant
differences were observed. With respect to the escop remaining
development general conditions, it is suggestekeep the level of
expenditure on the current level.
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Efficiency of Budget Expenditures...

CONCLUSIONS

Creating the best possible framework conditions dperation of
entities in agiven territory constitutes the basfsthe development
policy. Modifications within these conditions magke place only by
providing broadly defined public goods, adequatguantity and type. It
should be noted that creating the local developnpetity cannot be
conducted by provision of public goods that dingsthtisfy consumption
or investment needs of private entities becauseoild lead to
overprotection of the authorities towards citizefibe goods have to
meet the needs in terms of evolution of the fram&woperating
conditions — the conditions that determine the tgreent. Moreover,
modifications of operating conditions towards réswdther than those
preferred by units operating in a given area is-efd@ctive by definition
because the newly created conditions will not hemetely used for the
sake of development or they even might restrict Tiherefore, the
informative function of the integrated ratio of gitthh (IRGEP) was
repeatedly highlighted. Periodical analyses of gmezice structure and
studies of relative changes of particular framewatkvelopment
conditions allow to adjust the planned actions lie preferences of
residents on one hand, and on the other, prepareapgmopriate
information policy which will focus on adjustinggderences of residents
and directions of development chosen by the logtlaities on the basis
of a comprehensive and objective analysis of thmensane potential and
its development opportunities.

The analysis of the applied methods of planning thelget
expenditure conducted in the monograph, led tactimelusion that those
methods do not meet the requirement of consistehtlye directions of
undertaken actions and the resulting preferencemtities operating in
the social and economic territory. Commonly appliedls for planning
the structure of expenditure subordinate the pldnsé&ucture of
expenditure to the same structure applied in thevipus period.
Therefore, there is no reference of the plan tole¢kel of satisfaction of
development needs of residents, and also the dgsaaiithe level at
which the needs are satisfied. This also will na& jrovided by
democratic elections to local authorities.

Detailing the structure of expenditure into taskslested for
execution, as presented above, is frequently basede programme and
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performance budgeting. This method improves thécieffcy of the
expenditure made as it embraces the totality ofctmamune operation
with high level of detailing. Moreover, to some @xt this method allows
to define the efficiency of expenditure. Howeverisinot a satisfactory
level due to the lack of a tool for measurementhefobtained effects on
the basis of the perception of residents. Effectitiézation of public
funds requires an assessment of the impact onotimencne expenditure
on the dynamics of the obtained increase of thectffconsidered as
public goods. However, the measurement of theieffay of the actions
taken in favour of the local community cannot tpksce regardless of its
opinion. The problem also refers, or perhaps evemaily, to the
purposefulness of those actions. In this case tben@ot be any other
method used than the analysis of the perceptighasie actions by local
entities. Due to the reasons mentioned above, pipied methods of
planning the current budget expenditure structwendt guarantee the
best possible framework conditions for the econonmotential
development of the commune. Therefore, there isea ror a tool that
will provide consistency of the directions of thentmune’s activities
with preferences of residents and also considedyimamics of increase
of the effects. Furthermore, such a tool shouldbknavaluation of the
impact of expenditure on the dynamics of the effeancrease,
considered as public goods, what should be thes hasevaluation of
expenditure efficiency.

The effects brought about by the incurred expenglitave to be
measurable. It is the condition that determinespitueess of efficiency
measurement with respect to undertaken actions.i®tiee fact that the
declared objective of the commune authoritiesésiticrease in the living
standard of inhabitants, there is aneed for agjdo of methods
presented in literature and already in use to meathe standard of
living. However, the conducted analysis confirmbdttthose methods
cannot be sufficiently used for commune finance aga@ment. A range
of disqualifying factors was reported and the niogiortant is the failure
to recognise the scope of the local authorities peience during the
selection of factors determining the standard whgj, also the lack of
possibility to determine the preference structurgarticular areas that
have impact on the operating conditions of soam aconomic entities
residing in a given territory, the lack of refereraf the obtained research
results to the level of satisfying the needs foardes in those areas
reported by the residents and entrepreneurs wha n@sult in wrong
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interpretation of the obtained research data aralassequence — taking
wrong decisions. Moreover, in the analysed methbdsassessment of
the living standard is not referred to actions @asures by which this
standard was obtained. In this case there is ngilphty to use the
results and methodology of examining the livingngead known from
literature for planning budget expenditure. Thisadivantage is the result
of inability to disaggregate the applied measurethte level of the
particular areas, the development of which is stibje financing from
the budget. Therefore, there is no formalised wayse the research data
which is the effect of application of the analysedthods measuring the
living standard in planning the structure of cutrempenditure in the
following year.

The conducted literature overview allowed to foratelthe criteria
that the ratio should meet so that it is possildeapply it for the
commune finance management purposes. Such a toaldshllow the
recognition of needs for changes in terms of theymed factors or the
areas setting the framework for functioning of thetities active in
a given social and economic space. Only the referexf the research
assessment of the condition of agiven phenomenona tertain
commune to the needs reported by entities operatuithin this
commune, may offer useful information for the setetof objectives for
the following period. Needs satisfaction causebange in their priority
structure. Due to this fact the ratio should allmwpdate dynamically
this priority evaluation in order to provide corisiscy of supporting the
decisions shaping the development and evolving acharistics of
a given area. Providing the universality of theioratconsidered as
a possibility to apply it in research of areas iffedent characteristics is
also very important. The construction of the inégd ratio of growth in
economic potential (IRGEP planning tool) meetsrdwirements.

The core of adaptation of the integrated ratioth@ purpose of this
monograph is the assessment of the values of velatianges in the
analysed period, relating to the operating framéwwonditions of the
active entities in the commune, regarding the eimiuof preferences of
the changes made. The sum of the obtained productsrected by the
standard deviation index of the structure of patanseconcerning the
extent to which the needs are met, as the measuhe dalance of the
development path. The update of parameters of IR@tPadapting the
research to the characteristics of the areas wé#sined through the
survey of the active entities in a given communee Value of ratio in its
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integrated form enables evaluation of the totaditythe local authorities
operation in the analysed period. The resultingiaf the ratio above 1
confirms the consistency of the directions of tletioms taken and the
preference structure of residents, the value etpal — the lack of
changes, and the value of IRGEP below 1 means elangprogress in
the directions which are inconsistent with prefessn of the entities
operating in a given area. According to the spedifiriteria, the value of
IRGEP can be disaggregated into particular areaactvity of local
authorities. It offers a wide scope of opportusitidoth in terms of
applying the ratio in the process of planning coirexpenditure structure
and also for the assessment of the efficiency deraken actions.

The application of the integrated ratio of growt €conomic
potential of aregion in the process of communearfce management
requires defining key areas of the active entitiethe commune, for the
stimulation of the local development. According tlee concept of
sustainable development, there were 15 key arediseofctive entities
operation, in 3 basic development sectors: economarial and
environmental. Particular attention was paid tasspility for the local
authorities to impact the framework conditions efelopment included
in those areas. The conducted analysis confirmatdinch possibilities
exist in every mentioned area. The impact of tleall@uthorities on the
framework conditions of entities functioning in i@en area takes place
by providing broadly defined public goods in a pgppmount and form.
Those goods are financed from the local budget. dtienised structure
of expenditure should lead to the balanced straadfineeds satisfaction
in terms of the change in framework conditionshat énd of the budget
period, with the concurrent maximisation of theiaghd effects in the
particular areas. To make the planning of thiscétme possible, there
had to be measures of impact of the budget expeedibn the
modification of the values. It was achieved by isgttthe factor of
transferring the expenditure into the value ofdbkieved relative change
of the operating condition in the given areagi( and the index of
transferring the achieved relative change into thy@amics of the
parameter determining the importance of changethis) area (Rw).
Assuming that the value of those transfers is stabh short term, it was
possible to create amodel that optimises the tstreicof current
expenditure. This model uses the method of nonlipeagramming. The
optimisation criterion is the function of the olijjge considering
maximisation of the sum of the projected produots,the basis of the
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transfer value (B), relative changes of the assessments of the
operating conditions of the entities and factorscahte to those areas,
which determine the importance of those changethatend of the
analysed period. Additionally, some restrictions revamplemented
whereby the equality of all factors of the impodarof changes in all the
areas is guaranteed and this equality sets an dosksl optimal
trajectory of development and limited amount of ¢petdexpenditure. The
perception of importance of changes in terms ofi@dar framework
conditions of development is unique for every locammunity and
results from numerous factors, both objective angesxtive, therefore, it
is extremely important to recognise the preferestreicture of the
commune residents and to adjust the planned dewelop actions
accordingly. The obtained information is supportfee the process of
planning the structure of current expenditure i@ tommune. To some
extent it may be effective if the local authoritieke actions aimed at
redefining the preference structure of the locameownity into the
structure consistent to the development directafrthe commune set by
the local authorities. An effective solution usetden formulating the
development strategy may be setting the developnd@ettions in
consultation with the local community. Then, oneyragrive at a mutual
identification with the set objectives or developméirections, which
makes the undertaken actions.

The key factor determining the application of thethhod to support
the evaluation of the efficiency of the incurred perditure is
disaggregativity. The knowledge of the values ad tbtained transfer
factors - (Riy) and (Riy) - is the basis for further detailed cause and
effect analyses and comparative analyses, whialtresthe ability to
indicate the areas where the efficiency of budgegterediture can be
improved. A very important function of the presehtmethod is the
support of the evaluation of purposefulness of egare incurred in
certain directions. The assessment of allocatioections of the funds in
terms of this criterion is made intuitively by tltemmune authorities.
There are no formalized tools to apply in such aalysis. The IRGEP
planning tool fills this gap.

The monograph proposes various ways in which ti@&HR planning
tool may be applied by local authorities of a comelfmunicipality.
However, even the most advanced tool will be uselethe possibilities
of its implementation into the management procesthe commune
remain unknown. The developed structure of the resdthat provide
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the following stages of preparing the supportivéorimation for the
planning process and the evaluation of efficientgxpenditure allows
to claim that it is really feasible to implemenetpresented solution into
the structure of every office in the commune, rdigms of its
organization arrangement. There is a significanastedity of the
presented module that allows to adjust the competéassigned to the
specified modules) to the already acquired skillpasticular employees,
or to proper organisational units in the Municigalimmune Office.

The integrated ratio of growth in economic potdnbé a region
(IRGEP) is a universal tool in terms of applicatmpportunities in every
commune, both for methodology and organisationgb@ses. It enables
collection of supportive information for the plangiof the structure of
expenditure and it may be the basis for the armalysi efficiency
evaluation and the purposefulness of the expemdittirseems that the
application of the information resulting from dagieocessing, obtained
on the basis of the questionnaire, will contribideghe improvement of
quality of undertaken activities and to creation tbé best possible
conditions of development for entities living andorking in the
commune. The outcome will be the improvement inliiaeg standard
of the residents, which is consistent with the aesd mission of local
authorities.
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ANNEX 1. The survey

Dear Sir/Madam,

Bearing in mind the fact that development of thenowne you live
in is in your direct interest, we are asking foruympinion on the
preferred directions of development.

We would like you to give us your opinion on thersde of
importance of activities undertaken in 15 key arefigour commune’s
development and the changes that, in your vievk pdace in those areas
in the last year. Your opinion will allow us to &akmore effective
measures towards improvement of the living starglardl conditions of

conducting business activities for local entreptese

Thank you for your participation in the study.
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1. How important to you is creating further facilitationsin finding employment in your commune?
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2. How important to you is further improvement of availability of sales and service outlets in th
territory of the commune?
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3. How important to you is further improvement of operations of institutions providing assistance in
case of income loss?
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4. How important to you is implementation of further facilitation in finding accommodation in the
territory of the commune?

thally Unimport | Not really R'ather Moderate Rather Quite Very
unimport ; unimport ly . . Important| .
ant important . important| important important
ant ant important
0 1 2 3 4 5 6 7 8
To what extent did the situation change in theyastr?
) a c o = = 0 =
2§ | 38| < § 3 = 5 5 25«
T SER| =S¢ 8 = Qo ER E R SERX
S = Q= 7, © X = O S EX 0O o) [SR T
g8 Sow =3 S = S TR 2 A Zm™ 8 >
5] g 2« T > 3] 2 S > S > 0o c
8 % < % = 5 % a < o o) [Se) S8
S 0o ® o > g E E OE
[a} £
0 80 90 100 110 120 130

5. How important to you is further improvement in the access to basic health care services and unit
associated (e.g. pharmacies) located in the territp of the commune?
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To what extent did the situation change in theyasr in terms of accessibility to basic medicavises?
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6. To what extent did the situation change in the lasyear in terms ofthe quality of the basic medical
services?
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7. How important to you is further improvement in the access to educational services developedtie
territory of the commune?
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To what extent did the situation change in theyast in terms ofhe access$o basic educational services|in
the territory of the commune?
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To what extent did the situation change in the lestr in terms othe quality of the basic educationa
services provided in the territory of the commune?
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8. How important to you is further improvement of the conditions of using the common communal
facilities (parks, playgrounds, bicycle paths etc.for recreational purposes?
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9. How important to you is undertaking further actions aimed at improvement in environment|
protection (air, water and soil quality) in the teritory of the commune?
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10. How important to

people and property in the territory of the communé

you is undertaking further actions

aimed at improvement of the security level o
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12. How important to you is improvement in the quality of the administrative and legal sevice and
support in the development of enterprises?
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15. "How important to you is the possibility to use thecommune property (e.g. through leasing) fo
production purposes?
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METRICS:

1. Place of residence (region, district, housing esii

4. Form of learning income

D Entrepreneur D Employed D Others

5. Date of completing the questionnaire...........oeeveeeeeiiiicciiiiiiiiieeee e,
6. Period of residence/running a business in the teory of the commune

7. Would you like to change the place of residence fanother commune?

YES NO

8. If 'yes’, why?
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