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Zaleski J., Mogita Z., Poproch A.

Model of financing regional development — Polish veus Western European regions.

Abstract
In this paper we concentrate on the two differenlish NUTS-2 regions. The first one is
Dolnoshskie — a representative of the group of relativeiyuent regions, the other one is
Podlaskie — a voivodeship that belongs to the gmiupegions marked by a relatively low
level of development. The paper includes the armmlgé historical data and presents the
forecasting method of financial resources allocdtedegional development. Subsequently,
the forecasts are presented with special emphasis awn resources of the regions, central
budget funding, EU funds as well as private investmincluding foreign direct one. The
main conclusions and insights are contrasted wWithresults of desk research on selected

Western European countries.

1. Introduction

The Policy of regional development consists of wwocial components: objectives and the
system of their achieving. Financial resources awapone of the main parts of the latter.
The aim of the paper is to present the system r@nfting the socio-economic regional
development in Poland after its accession to th@@aan Union in 2004 which has opened
up an opportunity to significantly augment develgom funds for the Polish regions -
primarily through the Cohesion Policy. It must baphasized that Poland has become the
largest national beneficiary of EU Cohesion Pokxypenditure in the financial perspective
2007-2013 and it is expected to be the leader im rbgard within the new EU Financial
Framework 2014-2020. This has created a great appty for the Polish regions to
accelerate and improve the long-term quality ofrtkecio-economic development. In this
paper we concentrate on the two different regiofise first one is Dolnostkie — a
representative of the group of relatively afflueegions (112.5% of GDP per capita of the
national average; 66% of GDP per capita in PP$hefBU average), characterised by high
investment attractiveness, large human and soaftat stocks as well as other endogenous
potentials that predestine this region to be onthefleaders of socio-economic development
in Poland. The other region in question is Podkaska voivodeship that belongs to the group
of regions marked by a relatively low level of degment as approximated by GDP per
capita (72.7% of the national average; 45%of GDiPcppita in PPS of the EU average) and

which is included in the problem NUTS-2 regionsHoland covered by a special support
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programme under cohesion policy. An integral ankijabory part of any strategy is financial

framework which in the case of regional developnstrdtegies takes very often the form of
general estimations. The paper includes the amalgkihistorical data and presents the
forecasting method of financial resources allocdtedegional development in Poland. The
method is based on estimates of both public anggrinvestment that might be undertaken
to stimulate the regional development. The forecasé carried out for various sources of
investmentown resources of the regions, central budget funpdiy funds as well as private

investment including foreign direct one. Subsedyenthe results of the forecasts are

presented by source of investment.

2. The method of forecasting the potential to financeegional development

This part identifies the basic sources of funding presents the method of forecasting funds
designed to finance the development of Polish regia the period 2013-2025. This is done
on the example of two Polish regions with extrem@iferent characteristics: Dol&laskie
Voivodeship (Lower Silesia) and Podlaskie Voivodpsihe calculations took into account
the division into public and private funds. Pulflimding included EU funds, own resources
of the local administrative units of these two e (NUTS-2, NUTS-4, and NUTS-5),
development funds from the state budget, and resewgpent by the special purpose agencies
and funds. In estimating private funds, a subgr@ugxpenditure in the form of foreign direct
investment was distinguished. It should be empbdsithat the forecasts obtained are
designed to quantify the overall maximum capaditfitance development, as determined by
the assumptions made. The calculation uses hiatadita obtained from multiple sources
i.a. from Regional Clearing Chambers, Local DatankBaf the Polish Central Statistical
Office, information from Ministry of Regional Dewsment, reports on implementation of

the State budget. The table below shows this data.



Table 1. The potential to finance the region’s deweent with public funds (in million
PLN).

| 2001 | 2002 | 2003] 2004 200§ 200§ 2007 2008 2009 2410

Dolnoslaskie

Investment expenditure

. 96.8 69.8 78.5 90.4 156.4 25217 269.1 316.7 781.3 78.14
- regional government

Investment expenditure

) 109.7 83.2 93.2 90.9 75.6 161{7 162.0 198.5 277.0 70.32
- counties

Investment expenditure

h - 373.1 309.7 258.9 336.[ 379|9 652.2 94p.3 12(00.4 16.64 968.2
- city counties

Investment expenditure

oo 521.1 476.6 468.3 609.0 643(5 1005%.3 991.7  1203.2971| 1723.1
- municipalities

Investment expenditure

204.4 229.4 252.6 295.6 325{4 3111 388.5 449.3  .94p8 494.0
- central government

EU funds (NDP 2004-2006
& NSRF 2007-2013) 0.0 0.0 0.0 335.1 532.9 1081{6 1544.1 85p.8  1918.8047.8

Podlaskie

Investment expenditure

- 43.2 36.9 30.3 41.1 42.0 117(5 106.9 10B.9 339.0 4.51p
- regional government

Investment expenditure

) 49.8 41.4 45.6) 68.1 76.4 853 54.4 81.1 179.0 1715.3
- counties

Investment expenditure

. - 121.9 88.2 97.6 165.4 1825 1925 221.8 285.7 482.4656.3
- city counties

Investment expenditure

oo 1915 188.7 229.6 228.1 2648 3218 256.9 2943 .25p6 645.9
- municipalities

Investment expenditure

223.6 251.0 276.3 323.8 355(9 340.2 424.9 491.4 .95[12 540.4
- central government

EU funds (NDP 2004-2006 y 3
& NSRF 2007-2013) 0.0 0.0 0.0 20.9 242. 5140 582.5 412.2 766.0 1023

Source: Regional Clearing Chambers, Local Data Bank of thésPdCentral Statistical Office, Ministry of Regional
Development, reports on implementation of the Statiget.

2.1. Public funds

In this part of the paper overall maximum publigpaeity to finance development in the
regions in question is presented by the followingrses: EU fundspwn resources of the
NUTS-2 regions, own resources @dcal administrative units (counties, city counties

municipalities), central budget funding and spepiajpose agencies and funds.

2.1.1. Resources from the European Union funds

To determine the amount of European Union fundorgHodlaskie Voivodeship in the new
financial perspective 2014-2020, an assumption wasle that €72.9 billion would be
allocated to Polish regions under the Structuradldsuand €28.5 billion under the Common
Agricultural Policy, in keeping with the informatigoublished on the websites of the Ministry
of Regional Development and the Ministry of Agricue and Rural Development after the
decisions made at the European Union budget suom@tFebruary 2013.

To divide structural funds between the Polish regjdhe calculations were based on the data
on funding under the National Strategic Referen@miework 2007-2013 (NSRF) and used
the same system of allocation (with preferences ther economically weaker regions),
according to which Dolrnibaskie will receive 7.6% of European Union funds earked for
Poland, while Podlaskie 4.3%. Following the allomatof funds between the regions, it is
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estimated that Dolritgskie will receive €5.5 billion (7.6% of €72.9 bdh), whereas

Podlaskie €3.1 billion (4.3% of €72,9 billion).

Table 2. Estimated forecasts of Cohesion Policynmmts in the 2014-2020 financial

perspectivé
Total nominal value Total value per capita
for 2015-2022 for 2015-2022
(in million euro) (in euro)
Dolnoslaskie 5541 1900
Podlaskie 3100 2574
Poland 72900 1892

Source: Authors’ calculations based on the informmabbtained from the Ministry of Regional Developmhethe data on
NSRF 2007-2013 funding, and CSO data.

EU funds were divided into individual years of fheriod 2014-2022 in accordance with the
time profile of NSRF 2007-2015 transfers; due te tact that in 2007 there were no NSRF
transfers, it was also assumed that there woulddo&ansfers in the first year of the new
financial perspective - 2014. As regards the nexsry (2023-2025) included in the forecast of
the financial framework, it was assumed that therlyevalue of EU transfers in Dolnoslaskie
would be %% of the yearly average of the EU transfers in tleeiqu 2015-2022 and in
Podlaskie the analogues value would be the yeadyage in the period 2015-2022 An
assumption was also made that 39¢62.6 billion — PLN 10.3 billion) in the case of
Dolncslaskie and 31% (€1.3 billion — PLN 5.3 billion) in the case of dtaskie would be
allocated in the budgets of the regional governmiesft these voivodeships to finance
programmes equivalent to the Regional Operatiomag@mmes (ROP) and the regional
components of the Human Capital Operational ProgrartHCOP). Other resources include

funding for the national Sectoral Operational Pamgmes provided directly from the state

! The total value per capita was calculated in i@faio the 2011 population (a forecast of the Polientral Statistical Office
(CS0)).
2 Due to phasing-out. Since the relation of the 2073 EFRD funds to the 2000-2006 funds in the Spaphasing-out
regions range from 38% to 57%, it was assumed ithaDolncilgskie the analogues relation will amount to 50%.
Dolnoslgskie was classified as a phasing-out region afi@02due to the results of macroeconomic simulatzarsied out
using HERMIN modeling framework. The results showat the GDP per capita (in PPS) of Dolnoslaskié exiceed 75%
of the EU average. The results are included inrép®rt commissioned by the Polish Ministry of RegibBevelopment
(http://lwww.mrr.gov.pl/rozwoj_regionalny/ewaluacjaanalizy/oddzialywanie_makroekonomiczne/stronydiywanie_m
akroekonomiczne_funduszy_unijnych.aspi)detailed description of the HERMIN modeling frama can be found in
(Bradley, Untiedt 2010).
% In the case of Podlsakie, forecasts that weréethaut using macroeconomic HERMIN model indicat ®8DP per capita
of this region (in PPS) in 2020 will be lower thd@®% of the EU averageThe results are included in the report
commissioned by the Polish Ministry of Regional Depenent
(http://lwww.mrr.gov.pl/rozwoj_regionalny/ewaluacjaanalizy/oddzialywanie_makroekonomiczne/stronydiywanie_m
akroekonomiczne_funduszy_unijnych.aspx). Henceisinot assumed that the region will be under thaspiy-out
procedure. Unlike Dolnibaskie, Podlaskie will still belong to the group @&gions under the relatively strong financial
support from the EU.
* The current share of the Dokigskie Voivodeship Regional Operational Programme airitie regional component of the
HCOP in funding allocated to the NSRF is 39% - infation from Ministry of Regional Development, 2012.
5 The current share of the Podlaskie Voivodeship &tei Operational Programme and of the regional aomapt of the
HCOP in funding allocated to the NSRF is 31% - infation from Ministry of Regional Development, 2012.
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budget and allocated to the respective region (RBN billion for Lower Silesia and PLN

11.8 billion for the region of Podlasie).

EU funding earmarked for a programme equivalentthte current Rural Development
Programme to be spent on the individual regions egtisnated based on the data published
on the website of the Ministry of Agriculture andifdl Development, according to which
PLN 5.8 billion (€1.5 billion) would be allocated tower Silesia, whereas Podlasie would
receive PLN 7.9 billion (€2.0 billion). This givemn annual average amount of PLN 0.64
billion for Dolncslagskie and PLN 0.88 billion for Podlaskie during theriod 2014-2022 (in
accordance with the n+2 rule). As in the case aoicttral funds for 2023-2025, it was
assumed that in Doldmskie the yearly funds would be % of the yearly agerin the period
2014-2022 (namely PLN 0.32 billion) and in Podlasthe analogues value would be the
yearly average in the period 2014-2022 (namely, RL8B billion). These estimates give
a total amount of PLN 6.8 billion (on average PLISDbillion per year) in Dolngaskie and
PLN 10.6 billion (on average PLN 0.81 billion peeay) in Podlaskie in the period
2013-2025.

2.1.2. The investment potential of the regional governmenfNUTS-2)

To determine the investment potential of the regimnquestion, the data from the Local Data
Bank of the Polish Central Statistical Office wersed (total revenue, investment/capital
expenditure, and the ratio of debt to total revénBased on these data, regression models
were constructed in which investment/capital exjgenel was the explained variable, whereas
total revenue and the ratio of debt to total reeemere the explanatory variables. The

eqguation of the model is as follows:

IE = ocq + oy X TR+ o, X =, [1]
where:
IE — investment expenditure,
TR — total revenue,
TL — total liabilities.



Table 3. Coefficients of the regression modelstfer NUTS-2 regions (Dolrétaskie and

Podlaskie).
Coefficients Dolnélagskie (NUTS-2 region) Podlaskie (NUTS-2 region)
<, -139 162 996 14 222 140
4 0,521 0,2465
x, 2197574 0,0
R? 0,901 0,768
Standard error 82 483 971 25 452 896

Source: Own calculations.

The obtained regression parameters were used itnagstmaximum capital expenditure in
the future years, deriving the amount of total reie from long-term financial foreca%ts
(LTFF) for the regions and applying the possiblghast ratio of debt to total revenue which,
according to the Public Finance Act of 30 June 200&\rt. 170 para. 1), may not exceed
60%’. The relatively high value of the standard ersolargely determined by a small number
of observations (12) used in the estimation pracgsxe the forecasts analysed did not take
into account the EU’s future financial perspectR@l4-2020 as regards EU funding, the
above-mentioned amounts were added to estimatéohedcgcapital expenditufe PLN 10.4
billion® for Lower Silesia and PLN 5.2 billion for Podlasirder programmes corresponding
to the present ROPs and HCOP, calculated as 3998 i respectively, of funds from the

projected European funding to be transferred fréb2 inclusive’.

Table 4.Forecast of the investment potential ofrfggonal governments (in PLN billion).

2013-

2013 | 2014| 201 2014 201y 2018 20|19 2020 2p21 02023 | 2024| 2025 2025

Dolnoslaskie

Investment

. 121 | 0.63| 047 041 0.4] 04L 041 041 Op1 0}4141Q 041] 041] 6.38
expenditure

EU funds (ROP
+ HCOP) in the

new financial 000 | 000| 004/ 037 058 12p 149 183 1p9 142544 054 | 054| 10.27
perspective 2014-
2020
TOTAL 121 | 063 | 051] 0.78] 099 163 19 224 2f 83| 095] 095] 0095 16.69
Podlaskie
Investment 010 | o010 o010l o010 o011 oa1p odr o031 oh2 of12.12d 0.12| 012 145
expenditure (IE)
EU funds (ROP
+ HCOP) in the
new financial 000 | 000| 001 017 033 o058 085 0J9 o0f4 0l62.48d 048| 048] 529
perspective 2014-
2020
TOTAL 010 | 010| o0.11] o027 o044 o06fp o076 091 opBs olra60d 060| 060 6.73

Source: Authors’ calculations based on the data filwe Regional Clearing Chambers, the LTFF for Dédbskie, and the
authors’ estimates.

®Long-term financial forecasts made available byRlegional Clearing Chambers.

" isap.sejm.gov.pl/Download?id=WDU20091571240&type=3

8 EU funds were divided into individual years of fheriod 2014-2022 in accordance with the time peadf NSRF 2007-
2015 transfers.

® The exchange rate of EUR 1 = PLN 4.0 was appliethi® years covered by the forecast.

19 From 2015. since an assumption was made thatlid 86 payments would be made.



2.1.3. The investment potential of local administrative uiits (counties, city counties,
municipalities)

Investment expenditure of countiegoyiats NUTS-4), city counties (cities withpowiat

rights), and municipalitiesgfninas NUTS-5) of Dolnglagskie and Podlaskie Voivodeships

was estimated based on the same model as in th@tHee regional government, namely:

IE = ocq + o X TR+ o, X =, 2]
where:
IE — investment expenditure,

TR — total revenue,
TL — total liabilities.

Table 5. Coefficients of the regression modelsamnties, city counties, municipalities.

Coefficients Counties in Dolgtyskie Counties in Podlaskie
o, --146 680 886 -48 703 245
o 4 0,204 0,1938
o, 1194 142 979 442
R? 0,9421 0,7815
Standard error 23 201 050 17 451 245
Coefficients City counties in Dolskyskie City counties in Podlaskie
o« g -616 538 462 -324 132 598
o 4 0,446 0,4102
o, 944 558 4082 182
R? 0,7173 0,933
Standard error 237 675 047 55 305 729
Coefficients Municipalities in Dolnibgskie Municipalities in Podlaskie
o« g -664 379 329
4 0,302 0,2449
o, 12 278 809 9 405 395
R? 0,9295 0,891
Standard error 127 958 205 57 810 826

Source: Own calculations.

The data used to construct the models were the afateevenue and expenditure of local
administrative units obtained from the Local DatanB, whereas the forecasts for total
revenue were derived from the long-term finanomae€asts for all local administrative units
made available by the Regional Clearing Chambarthd case where the LTFF for a county /
city / municipality ended earlier than the year 20the value of total revenue for the missing
years was accepted at the level of the last yean the LTFF. The LTFF included the current
financial forecast (2007-2013) which, in accordamgth the n+2 rule, also relates to the
period 2013-2015. Not to duplicate EU funding iegl years (it was already included in the
estimates of the investment potential of the regiggovernment), revenue from EU funds

was deducted from total revenue of local admintisteaunits (derived from the LTFF). Since



the value of revenue from EU funds was not showrasdely in the LTFFs for all local
administrative units, the share of revenue from fiklls in total revenue was estimated on
the basis of the available data. This was doneraggg for each model. Due to the lack of

information on all local administrative units, theran be some error in the values calculated.

Table 6. The investment potential (expenditurdpoél administrative units (in PLN billion).

2013 | 2014| 2015 2014 201 2018 2019 2020 2p21 202023 | 2024 | 2025 20—13
2025
Dolnoslaskie

Counties 031 | 030| 0.31| 0.31) 0.31 032 032 033 0B3 0[33.33Q0 0.33| 0.33| 4.15

City counties 1.15 1.28 1.35 1.43 1.47 1.51 1.56 1.61 1.65 1{70.75 1 1.79 1.84| 20.10

Municipalities 1.89 1.92 1.95 2.01 2.01 2.06 2.08 2.10 211 2{112.13 27 2.13 2.14| 26.65
TOTAL 3.35 3.50 3.61 3.75 3.79 3.89 3.96 4.03 4.094.15 4.20 4.26 4.31 50.90

Podlaskie

Counties 0.16 0.17 0.17 0.17] 0.17 0.1y 0.17 0.17 017 0|17.17 Q 0.18 0.18| 2.21

City counties 0.69 0.73 0.76 0.77] 0.79 0.81L 0.83 0.85 0.87 0|88.90Q 0.91 0.92| 10.69

Municipalities | 0.93 | 091 | 0.90| 0.91] 0.91 092 092 093 0P3 0[94.94Q 094 | 0.94| 12.01

TOTAL 1.77 1.81 1.82 1.84 1.87 1.90 1.98 1.95 1.971.99 2.01 2.02 2.04f 2491

Source: Calculations based on the data from thellldat Bank, the long-term financial forecasts foedl administrative
units, and the authors’ calculations.

2.1.4. Funds transferred by central government

In order to determine capital expenditure from skege budget allocated to the regions, total
government expenditure was first estimated for pegiod 2016-2025 (using a linear

regression based on the 2000-2015 data - for thedp2000-2011 they were obtained from

the reports on state budget execution, while fer geriod 2012-2015 from the Long-term

State Financial Plan 2012-2015). On the basis@btidget execution data, it was calculated
that in the period 2000-2011 the average annuaksbfagovernment capital expenditure in

total expenditure was 4.64%. The value of goverrincapital expenditure was derived by

multiplying this share by estimated total expendituThe shares of government capital
expenditure allocated to the individual regionsevealculated (3.2% - Lower Silesia, 3.5% -
Podlasie}". In this way, estimated government capital expemeiallocated to Dolribaskie

and Podlaskie was obtained.

11 Based on a report prepared by the B#anstitute for Market Economics (IBnGR): “Publicvemue and expenditure in
2006-2007. Regional analysis”,
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Table 7. Government capital expenditure allocabeithé two regionéin PLN million).

2013-

2013 | 2014| 2015 201¢ 201fF 2018 2019 2020 2021 Z02D23 | 2024| 2025 2025

Dolnoslaskie | 0.50 0.51 0.52 0.56 0.58 0.6( 0.62 0.64 0.66 0.68.71 0| 0.73 0.75 | 8.06

Podlaskie 0.55 0.55 0.57 0.61] 0.63 0.66 0.68 0.70 0.73 0{75.77Q 0.79 0.82| 8.81

Source: Calculations based on the data from thestfinof Finance and the GIME's report.

EU funds allocated to the national Sectoral Openali Programmes (their value was
estimated in 2.1.1.), which have an impact on teeetbpment of the regions in question,
should be added to these amounts, namely 61% &bdr@3pectively, of EU funds estimated
for the period 2014-2025 as well as funding alledatto Dolndlaskie and
PodlaskieVoivodeships under the Common Agricultéalicy.

Table 8. EU funds transferred by the central gavemt (in PLN million).

2013 | 2014| 2015 2016 201 2018 2019 2020 2021 202023 | 2024| 2025 ";%123;
Dolnoslaskie
St;‘df\t;’éa' 000 | 0.00| 006/ 059 099 191 233 28 2p5 2[23.85d 0.85| 0.85| 16.06
Common
Agricultural | 0.00 | 0.64| 064| 064 064 064 064 064 0p4 064324 032| 032 6.77
Policy
EU funds
ransferred | 00 | 064 | 071 123 158 255 2948 350 3p9 287171 117 | 1.17| 20.17
by central
government
Podlaskie
St;ﬂf\g;a' 000 | 000| 003| 037 074 118 144 1717 1p4 1|38.071 1.07| 1.07| 1177
Common
Agricultural | 0.00 | 0.88| 088 088 08§ 088 08 088 088 0/88.88(Q 0.88| 0.88| 10.56
Policy
EU funds
ransferred | 0 | 0gg| 091| 125 162 206 232 265 252 226951 1.95| 1.95| 2233
by central
government

Source: Authors’ calculations based on the infoiomafrom the Ministry of Regional Development, thetalon NSRF 2007-
2013 funding, and CSO data.

2.1.5. Special purpose agencies and funds

Among thespecial purpose agencies and funds operating aetienal level in Poland, the
most significant ones in terms of financing devet@nt activities aréhe Regional Funds for
Environmental Protection and Water Management(\WiBWV). Taking it into account, this
part of the paper was focused on WEOSIGWSs in Wroctaw and Bialystok — the capital

cities of Dolnosiskie and Podlaskie respectively.
The Regional Funds for Environmental Protection andWater Management

As part of their statutory activities, these Furgige interest-bearing loans and grants,
including investment grants and subsidies to istepn bank loans, and they also grant

forgiveness of loans and make reimbursements fopesty tax relief. WFQIGWs in



Wroctaw and Biatystok are mainly loan providers fegional and local authorities. In the
below table the data on loans in the period 201122@ere included. The value of grants,
loan cancellations, subsidies, and reimbursemen¢stimated in this report; the capital that
allows loans to be given is not included in thiagg, since the earlier estimated expenditure
of local administrative units assumes the maximwht dhreshold, thus it also covers funds
obtained from loans from th&egional Funds for Environmental Protection and éWat
ManagementWFOSIGW). It is worth noting that these loans are aongjart in the structure

of financial support provided by these Funds toefieraries.

Table 9. Grants and loans from W&GW (in PLN million).

| 2000 | 201 | 2012 [ Average
Dolnoslaskie
Loans 67.16 351.39 194.97 204.51
Investment grants 33.86 26.83 32.71 31.14
Forgiveness of loans 0.00 0.08 0.79 0.44
Investment grants and
subsidies to interest on 0.15 0.17 0.14 0.15
bank loans
ooty cax ol 0.01 0.01 0.01 0.01
Total 34.02 27.09 33.66 31.59
Podlaskie
Loans 52.19 34.85 25.61 37.55
Investment grants 5.53 452 3.70 4.58
Forgiveness of loans 1.15 1.97 0.88 1.33
Investment grants and
subsidies to interest on 0.08 0.16 0.27 0.17
bank loans
ooty o ol 0.06 0.06 0.06 0.06
Total 6.82 6.71 4.90 6.14

Source: Calculations based on the data derived themeports and financial plans of WSiGW in Wroclaw and Bialystok.

Historical data show thAVFOSIGW activities have been mainly focused on providioans.
The analysis of the grants provided by WHGW both in Wroctaw and Bitaystok does not
indicate that there have been any upward or dowshivands. Thus, when estimating future
grants fromWFOSIGW the average historical values were taken. Hetieevalues of grants
provided by WFGiGWs were estimated at PLN 31.59 min and PLN 6.14 im Wroctaw

and Biatystok respectively.
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2.1.6.

Total public funds

Table 10. The financial potential of public fundsmplement the Lower Silesian and Podlaskie Voessdps (in PLN billion).

Oon
2013 2014 2015 2016 2017 2018 2018 2020 2041 2002 2023 2024 2025 22%123; average
per year
Dolnoslaskie
Regional 1.21 0.63 0.51 0.78 0.99 1.63 1.9 2.24 2.1 1.88 509 095 0.95 16.67 1.28
government
Counties 0.31 0.3 0.31 0.31 0.31 0.32 0.32 0.33 0.33 038 330.| 033 0.33 416 0.32
City counties 1.15 1.28 1.35 1.43 1.47 151 1.56 1.61 1.64 1.1 751.| 1.79 1.84 20.09 1.55
Municipalities 1.89 1.92 1.95 2.01 2.01 2.06 2.08 2.1 2.11 21p 132 213 2.14 26.65 2.05
EU funds
transferred by
e contral 0.00 0.64 0.71 1.23 1.55 2.55 2.98 35 3.2 287 171 117 1.17 22.83 1.76
government
Government
capital 0.50 0.51 0.52 0.56 0.58 0.6 0.62 0.64 0.66 068 710.| 073 0.75 8.06 0.62
expenditure
Grants from p
WEOSICW 0.03 0.03 0.03 0.03 0.03 0.03 0.03 0.03 0.0 008 .030 0.03 0.03 0.41 0.03
TOTAL 5.09 531 538 6.35 6.94 8.70 9.49 10.44 0.1] 956 7.07 713 721 98.87 761
Podlaskie
Regional L
government 0.1 0.1 0.11 0.27 0.44 0.64 0.76 0.91 0.85 0.74 06 0.6 0.6 6.72 0.52
Counties 0.16 0.17 0.17 0.17 0.17 0.17 0.17 0.17 0.17 017 .170| o0.18 0.18 2.22 0.17
City counties 0.69 0.73 0.76 0.77 0.79 0.81 0.83 0.85% 0.87 088 9 0| 0091 092 | 1071 0.82
Municipalities 0.93 0.91 0.9 0.91 0.91 0.92 0.92 0.99 0.98 0.94 940. 0.94 0.94 12.02 0.92
EU funds
”"’t‘{]‘;“gg‘;‘r’aﬁ’y 0.00 0.88 0.91 1.25 1.62 2.06 2.32 2.65 2.5 226 951| 1.95 1.95 | 22.32 1.72
government
Government
capital 0.55 0.55 0.57 0.61 0.63 0.66 0.64 0.7 0.73 075 770 0.79 0.82 8.81 0.68
expenditure
Grants from
WEOSIGW 0.01 0.01 0.01 0.01 0.01 0.01 0.01 0.01 0.01 001 .010| 0.01 0.01 0.08 0.01
TOTAL 2.44 3.35 3.43 3.99 4.57 5.27 5.69 6.22 6.08 575 .345| 5.38 5.42 62.88 4.84

Source: Summary of results obtained.
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The potential to finance the region’s development ith public funds — average annual
estimates for 2013-2025.
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For the period 2013-2025, the total developmenemitl of Dolndlaskie is PLN 98.9
billion, which gives an average annual amount oNFL6 billion. In terms of the distribution
of funds over time, three periods of similar finethgotential can be distinguished: 2013-
2017 — an average annual amount of PLN 5.8 bill&f1,8-2022 — an average annual amount
of PLN 9.7 billion; and 2023-2025 — an average ahramount of PLN 7.1 billion. The
highest capacity to finance the Lower Silesian tigyaentwas estimated for the ye2020
(PLN 10.45 billion), while the lowest capacity ftre year 2013 (PLN 5.09 billion). In the
case of Podlaskie, the total development potefdialthe period 2013-2025 is PLN 62.9
billion, which gives an average annual amount adriyePLN 4.8 billion. In terms of the
distribution of funds over time, three periods amitar financial potential can be
distinguished: 2013-2017 — an average annual amaiuRLN 3.6 billion; 2018-2022 — an
average annual amount of PLN 5.8 billion; and 20035 — an average annual amount of
PLN 5.4 billion. The highest capacity to finance tPodlaskie developmewias estimated for
the year2020 (PLN 6.2 billion), while the lowest capacity the year 2013 (PLN 2.4 billion).

2.2. Private funds
To estimate the financing potential of private isiveents, forecasts of totgross fixed
capital formation derived from the HERMIN mod@&l$or the economy of Lower Silesia and

Podlaskie were used in the analysis. Table 11 shihnesvalues of gross fixed capital

12 A detailed description of the HERMIN modeling frawork can be found in (Bradley, Untiedt 2010).
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formation (GFCF) in the private sector. It was aédted on the basis of thetal gross fixed
capital formation of the two regions (derived frahe HERMIN models) and the average
annual shares of private sector in total investnesmpienditure which amounts to 63.50% in
the case of Dolnibgskie and 61.35% in the case of Podlaskie. The &@bteshows separately
estimated foreign direct investment (FDI) which veadculated as 31.0% of private capital
expenditure in Lover Silesia and as 9.3% in Pdak#ad hese shares were calculated based on
a report of the Bureau for Investments and Econddyicles® as the average share for the
period 2007-2009.

Table 11. Private gross fixed capital formation & (in PLN billion).

2013 | 2014| 2015 2016 2017 2018 2oh9 2020 221 302823 | 2024| 2025 20>
Dolnoslaskie

Pvae | 17.6| 186| 106 212 226 249 266 285 206 30.4.73 330| 343 3386

FDI 55| 58| 61| 66| 70 77 83 88 9P 94 98 10.2.7101051
Podlaskie

Private i N
GECF 5.0 5.2 55 57 6.0 6.3 6. 7.0 7.0 710 7.0 .0 v.082.7

FDI 0.5 0.5 0.5 0.5 0.6 0.6 0.4 0.y 0J7 07 0.7 0.7 D.77.7

Source: Authors’ calculations based on the forecakthe regional HERMIN model for Lower Silesia ahé data from the
report of BIEGS,

The potential to finance the region’s development ith private funds — average annual
estimates for 2013-2025.
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13 Bie¢ A., Kwartalna informacja o sytuacji spoteczno-gusarczej kraju i wojewddztw z elementami progno@uérterly
information on the socio-economic situation of tdmaintry and regions with elements of forecastigffrszawa, February
2010.
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3. Dolnoslaskie and Podlaskie versus selected EU countries engparative analysis of
historical data

In order to place Dolnogtkie and Podlaskie in the europen context, in plaig financial

frameworks of the two regions in question were carag with the frameworks in selected

EU countries that are non-federal as Poland — lerdtaly and Sweden.

To analyse the sources of private and public furatsnarked for development, the analysis

was based on the data on gross fixed capital feom&GFCF). Due to the lack of data at the

regional level for France, Italy and Sweden, thalysis was not disaggregated into their

regions. The historical distribution of investmémito public and private investment for the

above-mentioned states is shown in table 12; thecem®f these data is the AMECO database.

Table 12. The percentage share of the private araicpsector in gross fixed capital
formation in France, Italy, Poland, Sweden and Dd4skie and Podlaskie[in %].

Country | Sector | 2001 | 2002| 2003 2004 200p 2006 20p7 008 | 2009 | 2010
France public 159| 159 165 16% 169 16/0 156 152 175 16.0
private | 84.1| 84.1) 835 835 83]1 840 844 848 825 84.0
Sweden public 16.2| 17.8) 175 173 16y/ 16/3 157 164 196 193
private | 83.8| 82.2| 825 82} 833 837 843 836 8§04 307
italy public 11.6 83/ 120 117 118 11j0 108 10.7 183.0 10.8
private | 88.4| 91.7] 88.Q 883 88jf 890 892 893 87.0 89.2
Poland public 294 295 293 292 2958 293 286 299 353 371
private | 70.6| 70.5| 70.7 70.8 702 707 714 70.1 647 629
Dolnosks | Public 329 36.2] 399 336 330 304 314 365 426 471
kie private | 67.1| 63.8) 60.1 664 670 696 686 685 574 529
Podlaskie public | 435| 32.2| 375 435 434 366 282 28.0 402 472
private | 56.5| 67.8) 625 565 566 634 718 720 59.8 5238

Source: AMECO (for France, Sweden, Italy), Polisht@drStatistical Office.

In analysing the breakdown of gross fixed capibahfation into the public and private sector
(Table 12), it can be seen that investment finarficed private sources make up a major part
in each of the four states in question and in Ddlskie and Podlaskie. The highest share is
in Italy where its average annual value in thequef001-2010 was 88.9%, whereas this share
was the lowest in Poland, with its average annwdilier of 69.3% (in Dolndagskie and
Podlaskie it was even lower). In the period conedra significant increase in the share of
public funds can be noticed in Poland and its mgiowhich is associated with the
implementation of the programmes co-financed fraimoleean Union funds, of which Poland

was the largest beneficiary in the period 2007-2013

In the case of Dolritaskie and Podlaskie the data on investment outlaye wsed.
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To compare the structure of public investment, ttada on public gross fixed capital
formation were used with a breakdown into central ®cal government (for France, Italy
and Sweden data available only at the nationall letkese data come from the Eurostat
database). The category of central government idenstood as national government
investment, while local government includes invesii of all regional and local
administrative units from the levels NUTS2-NUTS5.

Table 13. The structure of public investment byrsein France, Italy, Poland, Sweden and
Dolnaslaskie and Podlaskie [in %].

Country Grz‘éf]{” 2001 | 2002 | 2003| 2004 2005 2006 2007 2008 2009  2D10
. central | 231 | 23.1| 235| 213 21§ 189 183 17|]8 213 2038
rance
local | 76.9 | 769 | 765| 787 784 811 8l 822 787 792
Swed central | 43.7 | 452 | 46.8| 505/ 484 47.0 449 454 460 457
weden
local | 56.3 | 54.8| 53.2| 495 520 530 551 546 540 543
o central | 24.0 | 222 | 235| 168/ 211 205 237 227 246 255
a
y local | 76.0 | 77.8| 765| 832 789 795 768 77|3 794 745
oojand central | 295 | 29.8| 33.3| 445/ 381 338 399 42]3 389 402
olan
local | 705 | 702 | 66.7| 555 619 662 604 57,7 611 598
... | central | 157 | 196 | 21.9| 359 404 402 45D 30|18 388 507
Dolnaslaskie
local 843 | 804 | 781| 641] 594 598 550 6912 612 493
. central | 355 | 414 | 407| 406 514 544 61p 542 464 518
Podlaskie
local | 645 | 586 | 59.3| 594| 48§ 456 388 458 536 482

Source: Eurostat and own calculation.

The data presented in the above table show thall the countries concerned own funds of
local governments have a higher share in investmierPoland this share is lower than in
France and Italy, which demonstrates a still reddyi low level of decentralisation of
development policy. The lowest share is recorde&weden, which is a result of the high
level of redistribution at the central level inghdountry. The average annual share of funds
from local sources ranges from 53.7% in Sweden6td% in Poland, 77.4% in Italy, and
78.9% in France. It is worth noting that in the e¢ead Podlaskie after 2004 (with the
exception of 2009) central sources are more impbitafinancing development. In the case
of Dolnaslagskie investment undertaken by central governmeoeeed expenditure by local
one in 2010. Those facts imply that in the two oegiin question the structure of public
investment is not in line with the one in the depeld EU countries where decentralization in

financing development went further.
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4. Conclusions

The development gaps of the Polish voivodeshiplation to the wealthier regions of the
European Union induce the need to undertake intenisvestments that would allow the pace
of socio-economic development to be made more dimamd thus to eliminate these gaps.
The implementation of the above-mentioned investmentails the need to obtain funds to
finance them. Apart from the amount of investmemtdss, the financing structure by sources
of funding is a very important issue. This papealudes the analysis of historical data and
presents the method of forecasting the financigmal for regional development during the
period 2013-2025 in two Polish NUTS-2 regions: &atreely affluent and economically
strong region of Lower Silesia (Dolflgskie Voivodeship) and one of the poorest regions in
the EU, Podlaskie Voivodeship. The forecasting metpresented in this paper allows us to
construct financial frameworks for Polish regiorsatategies. It enables to estimate more
precisely financial resources that a particularaegs capable of allocating for development.
The presented estimates ought to be treated amalptnes. The real investment expenditure
is likely to be lower — e.g. local authorities migitot be willing to run into maximum debts or
a part of expenditure could be finally allocated donsumption purposes.

The following conclusions can be made on the bafsise analysis:

» Private sector funds are a major part of potengslources to finance development
investments in these two regions (79.4% and 61.8%eototal investment potential in
Dolncslaskie and Podlaskie, respectively). It is the attiof the private sector that is the
major long-term determinant of the dynamics angettary of development processes.
Given that, it is extremely important that publienfls allocated under the EU’s new
financial perspective 2014-2020, which is probatblg last financial perspective with
such generous support provided to the Polish regiame used effectively for the
improvement of the regional endogenous developroapécity. The identification and
strengthening of the regions’ own potential wilaéfe a smooth and relatively problem-
free transition to the future reality without EUagts;

* The analysis of the structure of potential finagcaf development from public funds in
these two Polish regions allows us to conclude KT S-5 administrative units and city
counties (NUTS-5) have the highest shares in experd It should however be noted
that in the case of Dolskaskie Voivodeship it is 51.3% on average per ye&eneas in
the case of Podlaskie Voivodeship 39.6%. This dbffiee results from the fact that
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Podlaskie, as a relatively less wealthy and ecooaltyi weaker region, is to receive
relatively higher funds from the state budget andeu EU cohesion policy. The average
annual share of funds from these two sources ignatgd at 14.6% and 35.4%,
respectively. In the case of Dokbgskie, these values are 6.6% and 21.1%, respectively
Due to cohesion policy support, the real weighpwaiblic investments (understood as the
ratio of average annual public funds earmarkedd&relopment investments to regional
GDP) in stimulating the development processes idbdohigher in the case of the
economically weaker region of Podlaskie (14.2%)ntha the case of Dolrstgskie
(6.2%), which is aimed at making the convergencegsses more dynamic, both in the
external dimension (in relation to the EU average)l in the internal dimension (in
relation to the average for Poland);

The financial potential of the authorities of th&INS-2 regions in question (17.1% of the
average annual value of public investment experalita Dolndlaskie and 10.4% in
Podlaskie) to impact the socio-economic developm&miot high. Nevertheless, it is
worth noting that the regional authorities can toy increase their impact on the
development processes through, among others, mEgicontracts under which
government funding can be obtained as well as liatimg public-private partnerships
(which enable private financing to be providedhe public services sector) and public-
public partnership (among others, by providing eoeling for partnership agreements
between lower-level administrative units — e.g. NBJ3 units);

The Polish voivodeships — Dolflaskie and Podlaskie are characterized by the greater
share of central financial resources (allocatedth®y central government) in the total
regional public investment in comparison to thehbBtance and Italy. Furthermore, in
the two regions in question the structure of puiniestment is not in line with the one in
the developed EU countries where investment frorallsources exceed this undertaken
by central government. It implies a relatively locentralization of development policy
in Poland.

In the EU’s future financial perspective 2014-202® importance of repayable financial
instruments is supposed to increase at the exmémsm-repayable financial instruments.
At the moment, the proportions of these instruméatge not been yet determined. In the
future, an important research issue will be to ys&lthe impact of the public sector on

private sector expenditure through initiatives samio, for example, JEREMIE.
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