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What works and what does not work
in local entrepreneurship support policy?

Jacek Rodzinka, Tomasz Skica, Elzbieta Ociepa-Kicinska, Rafat Czyzycki

ABSTRACT
Objective: The article aims to determine the influence of specific entrepreneurship support instruments in
each type of municipality on the increase entrepreneurship level as measured by the number of newly
established companies in the area.
Research Design & Methods: A survey was conducted among 896 Polish municipalities, asking about four ar-
eas of entrepreneurship support: cooperation of the commune with entrepreneurs; finance, tax, and admin-
istration support; attracting investors, granting external funds by the commune; and supporting non-govern-
mental organizations. To determine the relationship between the type of commune, the instrument used, and
the effectiveness of the tool used, we used a generalized reduced gradient non-linear algorithm.
Findings: The study results proved that there is no one universal area or instrument that would guarantee
with high probability success in the form of an increase in the level of entrepreneurship in a municipality,
regardless of its type. It was shown that in specific types of municipalities, it is possible to identify tools that
are more effective than others.
Implications & Recommendations: This knowledge can and should provide important guidance to decision-
makers at the local level, showing tools that may work better in their type of municipality.
Contribution & Value Added: The identification of specific tools that work for a particular type of municipality
is an important stimulus in the discussion on strengthening the effectiveness of Polish municipalities’ policies.
Article type: research article
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INTRODUCTION

Entrepreneurs are key actors in the process of stimulating development, because they introduce
new technologies, creatively combine resources, and commercialize innovations, thus creating jobs,
stimulating economic growth, and generating tax revenues (Lombardi & Sforzi, 2016; Miiller, 2016
after Audretsch & Keilbach, 2005; Fritsch & Mueller, 2008; Isenberg, 2019; OECD, 2019; Rodrigues
& Franco, 2021). There is a common view in the literature that local communes should play a key
role in supporting the development of entrepreneurs in their jurisdictions (Bjgrna & Aarsaether,
2010; Madzivhandila & Musara, 2020; Municipal Role in Private Sector Development, 2004; Thekiso,
2016) while supporting selected directions, e.g. those related to sustainable development (Srinivas,
2022). Communes are the regulators and creators of the framework for the functioning of business
entities, as they have a specific catalogue of instruments to support entrepreneurship.

At the same time, a kind of repetitiveness can be noticed in the activities of communes, which
remain unchanged, despite the fact that researchers question whether local decision-makers analyze
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the effectiveness of the solutions they implement or whether they apply them only because they are
in the portfolio of forms of support available to local governments (Brooks et al., 2019; Skica &
Rodzinka, 2021). The literature review shows a multidimensional approach to the issue of supporting
entrepreneurship at the local level. Publications concerning countries other than Poland treat the local
context with reference to specific types of areas, such as small and medium-sized towns, comparing
them to the conditions of creating entrepreneurship in the metropolis (for more, see Audretsch et al.,
2015, Naldi et al., 2020, Pagano et al., 2020, Audretsch & Feldman, 2004).

Researchers identify differences between local development initiatives and their employment ef-
fects depending on the type of commune (Olsson et al., 2020). Audretsch et al. (2015) emphasize that
policymakers identify the relationship between entrepreneurship and economic development, but lit-
tle is known about how this relationship changes over time in cities with different market sizes. Olsson
et al. (2020) justify that urban communes may have more resources for entrepreneurship management
than rural communes, because they have been developing much faster for a longer period.

Brooks et al. (2019) show that in the case of Poland, there are aspects of the entrepreneurial
ecosystem that go beyond the direct scope of public policy, undermining the view that the entre-
preneurial ecosystem framework is an easy-to-implement public policy solution to stimulate entre-
preneurship and business growth.

Although theoretical considerations of entrepreneurial support instruments used by communes
are quite common in the literature, these studies do not present a cause-and-effect approach that
could provide a basis for inference for policymakers at the local level. Thus, we have identified a re-
search gap related to the need to assess the effectiveness of the use of these tools in communes,
taking into account the type of commune. The three-level structure of Poland’s territorial division (16
voivodeships, 314 powiats, and 2477 communes, including 302 urban, 66 cities with powiat rights, 662
urban-rural, and 1513 rural communes) translates into a diverse number and scope of public tasks
(more in Mickiewicz et al., 2016; Skica & Rodzinka, 2020). The specific gap is determined by the belief
that depending on the type of commune and the predominant nature of activities in the area (agricul-
tural, production, services), there are different possibilities and infrastructural, organizational, and fi-
nancial needs to address in the development processes. This is consistent with, for example, the views
of Thurik (2008), according to whom a properly selected instrumentalization of support has a chance
to strengthen development effects, which will allow for reducing unnecessary expenses for activities
that do not translate into support for entrepreneurship, and finally will contribute to highlighting local
competitive advantages. Reviewing the measures taken and their effects seems particularly important
in the face of rapid technological progress and the change in the way both the public and economic
sector entities operate due to the Covid-19 pandemic.

On this basis, we designed a survey that covered 896 Polish communes (36% of all the communes in
Poland). The study aimed to determine the impact of the application of specific activities lying on the
side of entrepreneurship support instruments in the various types of communes on the increase in the
level of entrepreneurship as measured by the number of newly established companies in their areas.

We assessed the activities carried out by communes in the field of local entrepreneurship devel-
opment in four areas:

1. Cooperation between the commune and entrepreneurs (informing communes interested in setting
up a company about available forms of financial support, organizing trainings, cooperating with
local business environment institutions, outsourcing of municipal services).

2. Finance, taxes, and administration (the use of lower rates in local taxes, as well as the introduction
of reliefs, exemptions, and tax remissions for people starting a business).

3. Attracting investors and external funds by the commune (marketing activities, advertising the
commune outside, assistance in finding free land or premises, assistance in recruiting and train-
ing employees, promoting the commune’s offer at foreign fairs, setting up a unit in the office
for servicing foreign investors).

4. Supporting non-governmental organizations (providing free premises for statutory activities,
providing materials and equipment, promoting non-governmental entities operating in the field
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of public benefit, providing assistance to non-governmental organizations in establishing na-
tional and international contacts).

Showing specific relationships between the type of commune, the entrepreneurial support
tools it uses, and its level of entrepreneurship can provide important implication material. On this
basis, representatives of communes of a given type, can choose instruments to be implemented.
The analysis will also expose whether these so-called ‘soft’ instruments chosen by communes affect
the level of local entrepreneurship.

To study the dependence, among others, generalized reduced gradient (GRG) non-linear algorithm
was used, which made it possible to arrange communes in terms of supporting entrepreneurship in a
way that ensures obtaining the maximum value of the tau-Kendall coefficient. Furthermore, Kruskal-
Wallis test was conducted, which at the same time enables to assess the degree of influence of indi-
vidual areas of a communes’ activity on supporting local entrepreneurship.

This article is comprised of the following sections. The first section will focus on the theoretical
background. The second section will delineate the methodology for the quantitative empirical anal-
ysis. This will be followed by the key section of the study, which will detail the obtained research
results. The study will end with a section devoted to the discussion, practical implications, limita-
tions, and future research on the subject.

LITERATURE REVIEW AND HYPOTHESES DEVELOPMENT

The literature review was divided into two complementary sections. Their layout aims to provide sub-
stantive argumentation necessary to formulate research hypotheses. The first section will refer to the
relationship between the generic category of a commune and the establishment of companies. Similarly
to cities, rural communes are places of business location (Banski, 2016), but their specificity affects the
different characteristics of companies established in their area (Bosworth, 2012; Henderson, 2002) and
affects the differences in the forms of supporting entrepreneurship (Naldi et al., 2020). As a result, busi-
ness creation in rural and urban areas has different characteristics (Henderson et al., 2007; Renski,
2008). Municipalities are much better equipped with infrastructure for business (Korsgaard et al., 2015),
supporting the creation of a network of cooperators, which allows them to consume the benefits of
location (Frenkel, 2001; Van Geenhuizen & Nijkamp, 2009). Location decisions are therefore crucial
from the perspective of establishing companies and well-chosen instruments to stimulate them can
significantly strengthen this potential (Skica & Rodzinka, 2021; Porter & Stern, 2001). The condition is
entrepreneurial intentions, which are expressed in effect (Sarasvathy, 2008), which is in line with the
idea of bricolage (Baker & Nelson, 2005). This relationship is also indicated by Rod and Rod (2020). The
demonstrated diversification of commune features and patterns of establishing companies specific to
them justifies the study of the relationship between entrepreneurship and the type of commune. Alt-
hough Bosma and Sternberg (2014) prove that entrepreneurship (particularly motivated by oppor-
tunity) is usually higher in urban areas, Renski (2008) shows that rural areas are also characterized by
high rates of entrepreneurship. However, they differ in the nature of entrepreneurship (Westhead,
1988). New knowledge-intensive companies are established more often in cities (Andersson et al., 2016)
and rural areas (except agriculture), companies from the trade and automotive, industrial processing,
and construction sectors are established the most often (Szmit et al., 2017). The reasons for setting up
businesses in rural and urban areas are also different. In the case of the former, they go beyond eco-
nomic benefits and include lifestyle (Hollick & Braun, 2005), culture (Hustedde, 2007), social improve-
ment (Dees, 1998), and the opportunity to build something (Sarasvathy, 2006). In rural areas, informal
networks are much more important (Bosworth & Atterton, 2012; Escandén-Barbosa et al., 2019). Sim-
eoni and Testa (2018) explore and explain the so-called unconventional entrepreneurship precisely
through the prism of its relationship with the type of commune, and the processes of setting up com-
panies in rural areas are associated with social factors (Granovetter, 1985). The role of institutions in
supporting entrepreneurship in rural and urban areas is also different (Vesala & Vesala, 2010; Klofsten
et al., 2020), which also refers to the effectiveness of incentives for starting new businesses (Naldi et
al., 2020). Thus far, the research findings allow for the formulation of the following hypothesis:
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H1: The dynamics of the number of newly established enterprises in Poland is significantly de-
pendent on the generic category of communes.

The second section will focus on the relationship between the type of commune and support instru-
ments used and their effects on the creation of new companies. Inglot-Brzek and Skica (2017) indicate
thatinfrastructural (hard) instruments are appropriate for rural communes, while soft instruments (pro-
motion, information, and planning) work better in urban and urban-rural communes. Budget instru-
ments in relation to cities are studied by Poniatowicz and Wyszkowska (2014) who prove that the scope
of local fiscalism (e.g. the space for applying tax instruments) increases with the size and wealth of the
commune. Off-budget (soft) forms of support are analyzed by Chomiak-Orsa and Flieger (2012), show-
ing their diversity, unequal effectiveness, and the need to adapt to the specificity (also type) of com-
munes. Mickiewicz et al. (2021) prove that the effectiveness of forms of support is conditioned by the
type of supported economic activity. Commercial activity is effectively supported by advisory instru-
ments, services related to hospitality (financial instruments and attracting external investors), the con-
struction and processing industry (stimulating social self-organisation), and modern services creating
conditions for locating investments from outside the commune. Although the authors emphasize the
importance of non-financial (‘soft’) instruments, Young and Kaczmarek (2000) showed that they are still
poorly developed in Poland. These weaknesses are mainly visible in voivodship cities and municipal
communes. Satota (2014) supports this narrative and points directly to the ineffectiveness of tax instru-
ments. Fazlagic et al. (2021) and Mickiewicz et al. (2021) checked the effectiveness of municipalities in
supporting various forms of entrepreneurship but only in cities. They estimate the costs of these policies
and emphasize the need for a separate approach (compared to other municipalities) to support the
creation of new businesses in urban areas. This is confirmed by Naldi et al. (2020) on a sample of small
and medium-sized cities. Brooks et al. (2019) went a step further and examined the role of public policy
in creating entrepreneurial ecosystems in Polish cities. Their results show that these attempts were only
partially successful, as entrepreneurship ecosystems have not yet been established in their areas. The
presented research results allow us to conclude that the knowledge on the relationships between the
type of commune and the instruments appropriate for it and the impact of the type of commune on the
effectiveness of the instruments used needs to be deepened. Therefore, based on the literature review,
two complementary hypotheses were formulated:

H2: The type of commune determines the use of instruments supporting entrepreneurship in-
cluded in individual areas of supporting entrepreneurship.

H3: The type of commune affects the effectiveness of individual groups of instruments support-
ing entrepreneurship.

RESEARCH METHODOLOGY

The research was carried out between June and October 2019. The selection of local government units
(LGUs) for the research sample was two-stage, in the first stage purposive sampling was used, accept-
ing 735 communes participating in the Polish edition of the Global Entrepreneurship Monitor research
project in 2015. In the second stage, dependent sampling was used, selecting 347 communes from the
database of all communes in Poland in such a way as to provide the sample with the same structure
as the actual structure of communes in Poland by type. The communes were surveyed using the
CAWI/CATI method. The CATI method supplement the CAWI method in the case of all communes from
the pool of 735 that did not return correctly completed questionnaires (352 communes in total), it was
also the basic tool for examining the randomly selected communes (347 communes).

The assessment of activities introduced by communes in the field of local entrepreneurship de-
velopment was carried out in four areas:

1. Cooperation between the commune and entrepreneurs (26 questions in the survey concerning a
specific tool used by a given commune in this area).

2. Finance, taxes, and administration (22 questions).

3. Attracting investors and external funds by the commune (28 questions).



What works and what does not work in local entrepreneurship support policy? | 167

Supporting non-governmental organizations (eight questions). The list of questions concerning
individual areas of cooperation between the commune and entrepreneurs and the numbering
assigned to the individual instruments questions is presented in Appendix No. 1. Since these
questions were dichotomous, the answers obtained on their basis were recoded to binary form
in accordance with the principle: if the surveyed commune answered that it does not use the
tool described in a given question in its activity, the variable describing this question received
value ‘0,” while if it indicated that a given tool is used to support entrepreneurship in a given
commune, the variable received value ‘1.’

We determined the impact of individual activities on the growth of newly established companies

performed by municipalities using the GRG non-linear algorithm.

m
Zj =Zwi-xij (1)
i=1

In which:

m - is the number of tools included in a given area of supporting entrepreneurship by the j
commune (number of questions in the survey related to a given area of supporting entre-
preneurship);

X; - is a dummy variable, the value of which depends on whether the given tool uses the i-th
tool in its activity (whether the answer to a specific question was ‘YES’ or ‘NO’);

w; - is a weight defining the importance of the i-th tool in terms of supporting the develop-
ment of entrepreneurship.

The procedure for estimating the values of the weights w; was as follows:

1.

Surveyed communes were sorted in terms of entrepreneurship development, from the commune
with the highest increase in the number of newly established enterprises in 2020 compared to
2011 (per 1000 inhabitants) to the commune with the largest decrease in this matter.

Taking into account the survey results based on the formula (1), the value of the synthetic variable
z; was determined for each commune, evaluating the commune’s degree of involvement in the
promotion of entrepreneurship in its area in each of the discussed j areas. It was initially assumed
that each of the tools included in a given area of supporting entrepreneurship by a commune has
the same meaning (the value of all weights w; = 1/m).

On the basis of the obtained values of variable z;, the communes were sorted in terms of sup-
porting local entrepreneurship, from the commune with the highest z; value to the commune
with the lowest z; value.

Using the tau-Kendall coefficient (Abdi, 2007), an assessment was made of the compatibility of
the ordering of communes in terms of the development of entrepreneurship and in terms of
supporting local entrepreneurship.

Using the GRG non-linear algorithm, the w; weights were modified in such a way that the obtained
values of the z; variable enabled the ordering of communes in terms of supporting entrepreneurship
in a way that ensured obtaining the maximum value of the tau-Kendall coefficient. It was assumed
that the weight values obtained on this basis meet two basic assumptions related to the weights of
diagnostic variables, namely positivity (w; > 0) and summability to unity (Z?i1 w; = 1).

As a result of the applied procedure, such values of wiweights were finally obtained, which ensured

the greatest degree of linking the tools used by communes to support local entrepreneurship with the
actual change of newly established enterprises in its area. This allowed for an objective assessment of
the importance of activities undertaken by communes for the development of local entrepreneurship.

RESULTS AND DISCUSSION

Based on the preliminary Kruskal-Wallis test, it can be concluded that changes in the number of newly
established enterprises in communes in Poland significantly depend on the type of commune. How-
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ever, a deeper analysis of the numerical characteristics describing the formation of the discussed phe-
nomenon in particular types of communes (Table 1) shows that only rural communes differ signifi-
cantly from other communes. Practically only in this group of communes, both on the basis of the
arithmetic mean and the median, an increase in the number of newly established economic entities
per 1000 inhabitants could be observed. Comparing 2020 and 2011 data, in the remaining groups of
communes, this indicator practically deteriorated affecting urban communes the most.

Table 1. Numerical characteristics of changes in the number of newly established enterprises per 1000 inhab-
itants in individual groups of communes in Poland in 2011-2020

Type of commune N Mean | Median Min Max | 1. quartile | 3. quartile | St. dev
Rural commune 476| 20.84%| 10.61%| -63.82%| 337.77% -6.26% 35.08%| 44.56%
Urban commune 113| -6.42%| -11.39%| -38.89%| 75.08% -18.53% 1.82%| 20.16%
Urban-rural commune 195| 0.32%| -3.18%| -47.82%| 73.51% -12.79% 10.63%| 19.63%
City with powiat rights 15| -4.84%| -8.41%| -26.20%| 22.28% -14.06% 2.36%| 11.77%

Source: own elaboration.

Taking into account the diversified nature of the above-mentioned changes, the procedure of
weighing the tools included in individual areas of supporting entrepreneurship in communes was car-
ried out separately for each type of commune. This allowed us to additionally indicate possible differ-
ences in the ‘importance’ of these tools between particular groups of communes.

In the area of cooperation between communes and entrepreneurs, regardless of the type of com-
mune, it was of no importance whether there were chambers of commerce or their branches in the
commune (C3.1) and features of various crafts (C3.3). In the case of rural communes, this factor had
a significant impact on the development of entrepreneurship in their area (tau-Kendalla=0.0749, p-
value=0.0145), and the most important was whether the communes participated in the establishment
of aloan fund (w=0.2046), a technology park ( w=0.1977), and the investor service centre (w=0.1795).
Apart from the two previously mentioned tools, the following elements did not affect the develop-
ment of entrepreneurship among rural communes: informing the commune about available sources
of financing through brochures available in offices (C1.2), at meetings organized for this purpose
(C1.3) and training (C1.4), organization of training by the commune on starting and running a business
(C2), functioning of employers’ organizations (C3.4), regional and local development agencies (C3.5),
and technology parks (C3.7). In the case of urban communes (tau-Kendalla=0.0496, p-value=0.4361),
the most important in the development of entrepreneurship was the establishment of a business
incubator (w=0.1331), participation in the process of creating strategic documents of entrepreneurs
from the commune (w=0.1302), investments in the public-private partnership formula (w=0.1216),
establishing a loan fund (w=0.1171), or operating a regional or local development agency in the com-
mune (w=0.1105). In the case of urban-rural communes (tau-Kendalla=0.0814, p-value=0.0920), the
five most important tools for supporting entrepreneurship in the area of cooperation with entrepre-
neurs were: location in the commune of a service point for entrepreneurs offering legal, financial
and accounting advice, etc. (w=0.1259), participation of the commune in the establishment of a loan
fund (w=0.1259) and an information centre for business (w=0.1246), organization of meetings by the
commune informing about available sources of financing activities (w=0.1230) and operation of in-
dustrial parks, technology parks in the commune business incubators, etc. (w=0.1130). Among the
cities with powiat rights, five most important tools for supporting entrepreneurship in the area of
cooperation with entrepreneurs were (tau-Kendalla=0.2571, p-value=0.1815), the meetings orga-
nized by the commune informing about the available possibilities of co-financing activities
(w=0.1333) and brochures available in offices in this regard (w= 0.1325), the functioning of incuba-
tors, technology and industrial parks in the commune (w=0.1325), as well as the establishment of a
credit guarantee fund (w=0.1257) and a loan fund (w=0.1025).

Detailed information on the shaping of the weights of individual tools included in the area of co-
operation between the commune and entrepreneurs is presented in Table 2.



Table 2. Values of weights for tools supporting entrepreneurshi

p in particular types of communes

Type of commune Cl.1 Cl1.2 C1.3 Ci1.4 C2 C3.1 C3.2 C3.3 C3.4 C3.5 C3.6 C3.7 c4
Rural 0.0474 0 0 0 0 0 0.1284 0 0 0 0.1614 0 0
Urban 0.0031 0 0 0 0 0 0 0 0 0.1105 0 0 0.0473
Urban-rural 0.0957 0 0.1230 0 0.0305 0 0.0888 0 0 0 0.0108 | 0.1130 | 0.1259
City with powiat rights 0 0.1325 | 0.1333 | 0.0207 0 0 0 0 0.0877 | 0.0175 | 0.0292 | 0.1325 0
Type of commune C5 Cc6 Cc7 Cs.1 C8.2 C8.3 Cc8.4 C8.5 C8.6 C8.7 C8.8 C8.9 C8.10
Rural 0 0.0500 0 0.0066 | 0.0140 | 0.1795 0 0.204599 0 0.0079 | 0.1978 0 0.0024
Urban 0.0963 | 0.1216 | 0.1302 | 0.0786 | 0.1331 | 0.1015 | 0.0485 | 0.1171 | 0.0006 0 0.0034 | 0.0082 0
Urban-rural 0 0.0004 | 0.0405 | 0.0002 | 0.0720 0 0 0.1259 0 0.0488 0 0.1246 0
City with powiat rights 0.0975 | 0.0998 0 0 0 0 0 0.1025 | 0.0212 0 0 0 0.1257
Type of commune D1 D.2.1 D.2.2 D3 D4 D5.1 D5.2 D5.3 D5.4 D5.5 D5.6
Rural 0.1806 0 0.0884 | 0.0833 | 0.0562 | 0.1804 0 0 0 0 0
Urban 0.1393 | 0.0602 | 0.0245 | 0.0027 0 0.0146 | 0.0916 | 0.1382 0 0 0.1114
Urban-rural 0 0 0 0.1399 0 0 0.0680 0 0 0 0.1332
City with powiat rights 0.1060 0 0.1073 | 0.0000 | 0.0942 | 0.0957 | 0.1041 0 0.1051 0 0.0950
Type of commune D5.7 D5.8 D5.9 D5.10 D5.11 D6 D7.1 D7.2 D7.3 D7.4 D7.5
Rural 0 0.1276 | 0.0001 0 0.1665 | 0.0008 0 0.1161 0 0 0.0000
Urban 0.0146 | 0.1318 | 0.1084 0 0.0000 0 0.0025 | 0.0051 | 0.1355 0 0.0194
Urban-rural 0.1258 0 0.0114 0 0.0229 0 0.0704 | 0.0674 | 0.0960 | 0.1302 | 0.1348
City with powiat rights 0 0 0 0 0.0990 | 0.0872 | 0.0713 | 0.0352 | 0.0000 0 0
Type of commune E.1.1 E.1.2 E.1.3 E.1.4 E.1.5 E.1.6 E.1.7 E.1.8 E.1.9 E.1.10 E2 E4.1 E4.2 E4.3
Rural 0 0.0616 | 0.0605 | 0.0309 | 0.1204 0 0.0002 | 0.0262 | 0.0449 | 0.1306 | 0.0023 | 0.0300 0 0
Urban 0.0805 | 0.0183 0 0 0.1217 0 0.1236 | 0.0391 | 0.0032 0 0.1281 0 0.1218 0
Urban-rural 0.1168 | 0.1235 0 0.0351 | 0.1266 0 0 0 0 0 0 0.1001 0 0
City with powiat rights 0.0774 | 0.0784 | 0.1130 | 0.1122 0 0.0819 | 0.0761 | 0.1122 | 0.0536 0 0.0547 0 0.0425 0
Type of commune E4.4 E4.5 E4.6 E4.7 E5.1 E5.2 E5.3 E5.4 E5.5 E6.1 E6.2 E6.3 E6.4 E6.5
Rural 0 0.0171 0 0.1297 | 0.1262 0 0 0 0.0124 | 0.0975 0 0 0 0.1097
Urban 0 0.0062 | 0.0022 0 0 0.0090 | 0.1023 | 0.0035 | 0.0061 | 0.1310 | 0.0098 | 0.0357 | 0.0074 | 0.0505
Urban-rural 0.0396 | 0.0080 | 0.1222 0 0 0.0090 | 0.0496 0 0.0261 | 0.0837 0 0.1076 | 0.0496 | 0.0027
City with powiat rights 0.0283 | 0.0654 0 0 0.0059 0 0.0608 0 0.0012 | 0.0365 0 0 0 0
Type of commune F1.1 F1.2 F1.3 Fl1.4 F1.5 F1.6 F1.7 F1.8
Rural 0.1923 | 0.1923 | 0.0831 | 0.1879 0 0.1537 | 0.1906 0
Urban 0 0 0.1801 | 0.2283 | 0.2280 | 0.1696 | 0.1941 0
Urban-rural 0.2438 | 0.1508 | 0.0042 | 0.1820 | 0.2153 | 0.0058 | 0.1981 0
City with powiat rights 0 0.2291 | 0.0703 | 0.1320 | 0.0712 | 0.0689 | 0.2244 | 0.2042

Source: own calculation.
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The obtained variables z; describing the scales of the tools used in individual areas also enable the as-
sessment of the degree of impact of individual areas of communes’ activity on supporting local entrepre-
neurship. On the basis of the estimated weights determining the link between individual areas and the rate
of increase in the number of newly established enterprises in communes, it can be concluded that in the
case of rural communes, almost 50% of the importance in the development of local entrepreneurship were
tools describing the cooperation of the commune with entrepreneurs. In the case of urban communes,
activities in the area of attracting investors and funds from outside were of the greatest importance (62%),
in urban-rural communes almost 40% of small tools included in the area of finance, taxes and administra-
tion, while in cities with powiat rights, activities in the area of finance, taxes and administration, attract-
ing investors and funds from outside, supporting non-governmental organizations were practically of the
same importance. At the same time, in the case of rural communes, actions taken in the field of support-
ing non-governmental organizations were of no importance in this regard, and in the case of rural com-
munes, actions in the area of cooperation with entrepreneurs were of no importance (Table 3).

Table 3. Values of weights for individual areas of communes’ activity in the field of supporting local en-
trepreneurship

Area of cooperation be- | Area of finance, | Area of attracting | Area of supporting
Type of commune tween the commune | taxes and admin- |investors and funds| non-governmental
and entrepreneurs istration from outside organizations
Rural 0.4859 0.2325 0.2815 0.0000
Urban 0.0000 0.2032 0.6177 0.1790
Urban-rural 0.3054 0.3880 0.2792 0.0274
City with powiat rights 0.1141 0.3101 0.2813 0.2944

Source: own elaboration.

Taking into account the importance of individual areas and the importance of tools used by their
governments, among all the previously indicated 84 tools, in the case of rural communes the most
important activities in terms of stimulating local entrepreneurship was whether the commune par-
ticipated in the establishment of an entrepreneurship support centre (9.94%), provided information
for business (9.61%), established local development agencies (8.72%), and whether there are asso-
ciations and foundations supporting entrepreneurship (7.84%) or craft chambers (6.24%) in the com-
mune. In the case of urban communes, such activities included promoting investment values via the
website or public information bulletin (8.09%), operating a special economic zone (791%), providing
a website in a foreign language (7.64%), disseminating information on financing activities (7.53%),
and providing individual service when registering business activity (7.52%). In urban-rural com-
munes, the most important were the granting of tax reliefs by the commune to new private entre-
preneurs (5.43%), conducting an appropriate policy of sale (perpetual usufruct) or exchanging com-
mune real estate in the process of supporting entrepreneurship (5.23%), providing financial support
by the commune in the form of sureties and guarantees (5.17%), and developing detailed rules for
using commune property in the process of supporting entrepreneurship (5.05%). In cities with
powiat rights, tools that are part of supporting non-governmental organizations were of particular
importance, including informing such organizations about sources of extra-budgetary funds (5.23%),
taking such organizations under the patronage of the commune (5.21%), or appointing a responsible
person in the office for contacts with non-governmental organizations (4.73%). Detailed information
on the final shaping of the weights of individual tools is presented in Table 4 (Annex 2).

CONCLUSIONS

Based on research conducted, the first hypothesis that the type of commune affects the increase in the
number of newly established enterprises turned out to be true, which was confirmed by the Kruskal-
Wallis test analysis. However, after deepening the inquiry, it was concluded that the number of newly
established enterprises increased only in rural communes. This could be due to the fact that in these
specific types of communes, the saturation with enterprises was the lowest, hence, they were somehow
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catching up with other types of municipalities, where these indicators decreased in the analyzed period.
A possible explanation for the increase in the number of new entities in villages compared to cities may
be the relocation of the seats of already existing enterprises from cities to villages (especially those lo-
cated near the cities) caused, for example, by lower fees and taxes applied in rural communes. Hypoth-
esis 2 turned out to be true. The analysis of the importance of activities carried out by communes in the
development of local entrepreneurship, broken down by support areas, showed that communes used
various instruments. This is in line with the research of Brzozowska et al. (2018) who believe that the
policy of economic, institutional, and infrastructural incentives dedicated to economic entities is feasible
through enterprise support instruments used by communes. This issue was also analysed by, among oth-
ers, Mickiewicz et al. (2016). The phenomenon of instrumentalization of entrepreneurship support in
Poland, Estonia, and Slovakia is described in more detail in the book (Skica & Rodzinka, 2020).

Our research also showed, which is consistent with (Skica & Rodzinka, 2021 after Prange, 2008;
Porter & Stern, 2001), that it is impossible to indicate one instrument in any of the areas that would
be of great importance in all types of communes. Therefore, governors managing different types of
communes should choose a different set of instruments to support entrepreneurship. A different
set of instruments should be used in rural communes, another in urban communes, and yet another
in urban-rural communes. The exact list of the most effective tools depending on the type of com-
mune is indicated in the results part.

The third hypothesis also turned out to be true: the type of commune is important in the context
of the effectiveness of individual groups of instruments supporting entrepreneurship. In the case
of urban-rural communes and cities with powiat rights, instruments in the area of finance turned
out to be the most effective, while for rural communes instruments in the area of cooperation with
entrepreneurs were important. In the case of urban communes, attracting investors and funds from
outside had the greatest impact.

Somewhat surprising were the results of research on the poor growth of start-ups in urban areas.
However, given a deeper analysis, slower growth in cities than outside them may indicate the conver-
gence effect. In communes with a high saturation of economic activity, this increase is lower, and in
communes with a lower number of operating entities, new registrations grow faster. In addition, dif-
ferent types of communes determine the effectiveness of different instruments. According to the anal-
ysis, these instruments are not distributed randomly. Various instruments correspond to the different
potential of supporting entrepreneurship in communes (e.g. rural and urban). For example, the im-
portance of a technology park will not work in most rural communes, where the technological infra-
structure is at a lower level than in urbanized communes. Similarly, with a good base for entrepreneur-
ship in urban-rural communes, counselling turns out to be crucial. The results of our research confirm
the previous data presented by the Supreme Audit Office (NIK, 2018).

A thorough analysis of the research results allows to determine which tools give better results
and which do not bring the desired ones. Based on the obtained results, the authorities of communes
can shape the policy of support for the development of entrepreneurship. This seems to be justified,
because despite the fact that many authors have tried to advise practitioners on the effectiveness
of the tools used to support entrepreneurship, such as the already quoted Olsson et al. (2020),
Audretsch et al. (2015), and Brooks et al. (2019), none of the authors presented the situation in such
a comprehensive way. None gave such an unambiguous and accurate answer on the effectiveness
of using so many instruments supporting entrepreneurship.

However, our research has its limitations. The biggest of them concerns the fact that only Polish
communes were surveyed, so the results of the research can be directly applied only among com-
munes in this country. Differences between countries and the organization of local government sys-
tems largely limit the possibility of applying the solutions postulated in the study to communes oper-
ating in other countries. Some instruments may even be inapplicable elsewhere because they are un-
available. Nevertheless, the cognitive value of the research is undeniable, and its implementation in
other systems is possible after making the necessary adjustments.

The results of the study proved that there is no one universal area or instrument that would guar-
antee with high probability success in the form of an increase in the level of entrepreneurship in a
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commune, regardless of its type. It was shown that in specific types of communes, it is possible to
identify tools that are more effective than others.

Nevertheless, each entity has its own specific conditions, which make some tools more effective
than others.

The conclusions of this study show that the impact of soft measures taken by communes on the
level of entrepreneurship is negligible. Therefore, in the next stages of the study, it is possible to focus
on the remaining local conditions that may determine these values. Infrastructure investments seem
to be an important direction, so the next stage of the work will undertake the analysis, scope, extent,
and effects of infrastructure investments and their impact on the level of local entrepreneurship.
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Appendix A: Groups of tools describing the cooperation of the commune
with entrepreneurs and questions numbering

Group describing the cooperation of the commune with entrepreneurs
Among the tools describing the cooperation of the commune with entrepreneurs, the subject of the study was whether:

1.

the commune informs residents and entrepreneurs about the available funding opportunities:

a. onthe website of the municipality (C1.1);

b. through brochures available at the office / through advertisements in the mass media (C1.2);

c. at meetings organized for this purpose with stakeholders (C1.3);

d. by organizing or supporting training on how to apply for such funds (C1.4);

the commune is involved in the organization of trainings preparing to take up and run a business (C2);
in the area of the commune, there are:

chambers of commerce or their branches (C3.1);

chambers of crafts (C3.2);

characteristics of various crafts (C3.3);

employers’ organizations (C3.4);

regional or local development agencies (C3.5);

associations or foundations supporting entrepreneurs (C3.6);

g. industrial and technological parks, business incubators (C3.7)

business service points offering legal, financial, and accounting advice, etc. are located in the commune (C4);
municipal services in the commune are provided by private companies (C5);

the commune has implemented or is implementing investments in the form of a public-private partner-
ship (C6);

entrepreneurs from the commune participated in the process of creating strategic documents (C7);
the commune participated in the establishment of:

credit guarantee fund (C8.1);

business incubator (C8.2);

investor service centre (C8.3);

local development agencies (C8.4);

loan fund (C8.5);

business support centre (C8.6);

industrial park (C8.7);

technology park (C8.8);

business information centre (C8.9);

an association or foundation supporting entrepreneurs (C8.10).
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Group describing the area of finance, taxes, and administration
The second group of tools describing the support of local entrepreneurship by communes were tools included in the
area of finance, taxes, and administration. In this area, the subject of the analysis was whether the commune:

1.
2.

is involved in financial support for entrepreneurs (guarantees, guarantees, loans) (D1);
introduces facilitations for enterprises conducting business activity through:

a. preferential rates of tax on means of transport (D2.1);

b. preferential property tax rates (D2.2);

c. grants tax relief to new private companies (D3);

d. shares/sells the municipal property to private companies (D4);

uses economic and financial tools such as:

preferential (lower than maximum) tax rates (D5.1);

tax credits for entrepreneurs (D5.2);

tax exemptions for entrepreneurs (D5.3);

write-off of tax arrears (D5.4);

payment of tax or tax arrears in instalments (D5.5);

tax deferral (D5.6);

preferences in determining the fees paid by entrepreneurs to the commune budget (D5.7);
financial support in the form of sureties and guarantees (D5.8);

financial support in the form of loans (D5.9);

actions assuming the inclusion of investment areas in the SEZ (D5.10);

price policy instruments related to utilities (D5.11);
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analyzes the financial consequences for the budget of the entrepreneurship support policy (D6);
in the process of supporting entrepreneurship, it uses such tools of the commune’s property management
policy as:

a.

m oo o

fees for the use of land, facilities and equipment owned by the commune (D7.1);
pricing systems for the use of land and facilities owned by the municipality (D7.2);
benefit payments (D7.3);

detailed rules for the use of municipal property (D7.4);

sale (perpetual usufruct) and exchange of municipal property (D7.5).

Group describing the area of acquiring investors and funds from outside by the commune

The analysed group of factors were tools in the area of attracting investors and funds from outside by the commune.
In this group, the subject of the analysis was whether:

the commune conducts activities aimed at attracting new investors through:

1.

Q

T TS o o0 T

marketing activities, advertising the commune outside (E1.1);

assistance in finding vacant land or premises (E1.2);

assistance in the recruitment and training of employees (E1.3);

advice, including legal and financial (E1.4);

individual service when registering business activity (E1.5);

websites (E1.6);

websites in a foreign language (E1.7);

information and promotion materials in a foreign language (E1.8);

promoting the commune’s offer at foreign fairs (E1.9);

separation of an organizational unit or position for servicing foreign investors (E1.10);

there is a special economic zone (E.2) in the commune;
as part of cooperation with entrepreneurs, the commune uses:

QO TY RO Q0T

advice and consultation (E4.1);

dissemination of information on financing activities (E4.2);
dissemination of information necessary to run a business (E4.3);
assistance in setting up business associations (E4.4);

support in staff recruitment (E4.5);

support in staff training (E4.6);

promotion and dissemination of good practices (E4.7);

he form of advice provided to entrepreneurs in the field of running a business was:

electronic guide published on the website of the office (E5.1);
organization of thematic training (E5.2);

running a permanent point of advice and service for entrepreneurs (E5.3);
meetings or fairs involving, inter alia, NGOs (E5.4);

guide or information materials in paper version (E5.5);

the form of promotion of the commune’s investment values carried out by local government authorities is:

a.

b
c
d.
e

website of the commune or public information bulletin (BIP) (E6.1);
publications on the commune (brochures, albums, advertising folders) (E6.2);
participation in rankings and competitions organized for municipalities (E6.3);
participation in fairs and exhibitions (E6.4);

running a consultation/information point (E6.5).

A group describing the area of supporting non-governmental organizations

The last, fourth group of researched tools were the activities of municipalities in the field of supporting non-
governmental organizations. In this area, the subject of interest was whether:

municipal offices supported such organizations by:

1.
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free access to premises for statutory activities (F1.1);

provision of materials and equipment (F1.2);

informing non-governmental organizations about the sources of obtaining extra-budgetary funds (F1.3);
promoting non-governmental entities operating in the field of public benefit (F1.4);

helping NGOs to establish national and international contacts (F1.5);

assisting in the establishment of NGOs (F1.6);

designation of a person in the office responsible for contacts with non-governmental organizations
(F1.7);

patronage over the activities of non-governmental organizations (F1.8).
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Appendix B:
Table 4. Values of weights for individual tools used by communes in the process of supporting entrepreneurship
TOOLS Rural Urban Urban-rural City with powiat rights
Cl.1 0.0230 0.0000 0.0292 0.0000
Cl1.2 0.0000 0.0000 0.0000 0.0151
Cl1.3 0.0000 0.0000 0.0376 0.0152
Cl.4 0.0000 0.0000 0.0000 0.0024
C2 0.0000 0.0000 0.0093 0.0000
C3.1 0.0000 0.0000 0.0000 0.0000
C3.2 0.0624 0.0000 0.0271 0.0000
C3.3 0.0000 0.0000 0.0000 0.0000
C3.4 0.0000 0.0000 0.0000 0.0100
C3.5 0.0000 0.0000 0.0000 0.0020
C3.6 0.0784 0.0000 0.0033 0.0033
C3.7 0.0000 0.0000 0.0345 0.0151
C4 0.0000 0.0000 0.0384 0.0000
C5 0.0000 0.0000 0.0000 0.0111
C6 0.0243 0.0000 0.0001 0.0114
Cc7 0.0000 0.0000 0.0124 0.0000
C8.1 0.0032 0.0000 0.0000 0.0000
C8.2 0.0011 0.0000 0.0000 0.0143
C8.3 0.0068 0.0000 0.0220 0.0000
C8.4 0.0872 0.0000 0.0000 0.0000
C8.5 0.0000 0.0000 0.0000 0.0000
C8.6 0.0994 0.0000 0.0384 0.0117
C8.7 0.0000 0.0000 0.0000 0.0024
C8.8 0.0038 0.0000 0.0149 0.0000
C8.9 0.0961 0.0000 0.0000 0.0000
C8.10 0.0000 0.0000 0.0381 0.0000
D1 0.0420 0.0283 0.0000 0.0329
D.2.1 0.0000 0.0122 0.0000 0.0000
D.2.2 0.0206 0.0050 0.0000 0.0333
D3 0.0194 0.0006 0.0543 0.0000
D4 0.0131 0.0000 0.0000 0.0292
D5.1 0.0420 0.0030 0.0000 0.0297
D5.2 0.0000 0.0000 0.0000 0.0000
D5.3 0.0387 0.0000 0.0089 0.0307
D5.4 0.0000 0.0186 0.0264 0.0323
D5.5 0.0000 0.0281 0.0000 0.0000
D5.6 0.0000 0.0000 0.0000 0.0326
D5.7 0.0000 0.0000 0.0000 0.0000
D5.8 0.0000 0.0226 0.0517 0.0295
D5.9 0.0000 0.0030 0.0488 0.0000
D5.10 0.0297 0.0268 0.0000 0.0000
D5.11 0.0000 0.0220 0.0044 0.0000
D6 0.0002 0.0000 0.0000 0.0270
D7.1 0.0000 0.0005 0.0273 0.0221
D7.2 0.0270 0.0010 0.0261 0.0109
D7.3 0.0000 0.0275 0.0373 0.0000
D7.4 0.0000 0.0000 0.0505 0.0000
D7.5 0.0000 0.0039 0.0523 0.0000
E.1.1 0.0000 0.0497 0.0326 0.0218
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TOOLS Rural Urban Urban-rural City with powiat rights
E.1.2 0.0173 0.0113 0.0345 0.0221
E.1.3 0.0170 0.0000 0.0000 0.0318
E.1.4 0.0087 0.0000 0.0098 0.0316
E.1.5 0.0339 0.0752 0.0353 0.0000
E.1.6 0.0000 0.0000 0.0000 0.0230
E.1.7 0.0000 0.0764 0.0000 0.0214
E.1.8 0.0074 0.0241 0.0000 0.0316
E.1.9 0.0126 0.0020 0.0000 0.0151
E.1.10 0.0368 0.0000 0.0000 0.0000
E2 0.0006 0.0791 0.0000 0.0154
E4.1 0.0084 0.0000 0.0279 0.0000
E4.2 0.0000 0.0753 0.0000 0.0120
E4.3 0.0000 0.0000 0.0000 0.0000
E4.4 0.0000 0.0000 0.0110 0.0079
E4.5 0.0048 0.0038 0.0022 0.0184
E4.6 0.0000 0.0013 0.0341 0.0000
E4.7 0.0365 0.0000 0.0000 0.0000
E5.1 0.0355 0.0000 0.0000 0.0017
E5.2 0.0000 0.0056 0.0025 0.0000
E5.3 0.0000 0.0632 0.0138 0.0171
E5.4 0.0000 0.0021 0.0000 0.0000
E5.5 0.0035 0.0038 0.0073 0.0003
E6.1 0.0275 0.0809 0.0234 0.0103
E6.2 0.0000 0.0061 0.0000 0.0000
E6.3 0.0000 0.0221 0.0300 0.0000
E6.4 0.0000 0.0046 0.0138 0.0000
E6.5 0.0309 0.0312 0.0007 0.0000
F1.1 0.0000 0.0000 0.0067 0.0000
F1.2 0.0000 0.0000 0.0041 0.0321
F1.3 0.0000 0.0322 0.0001 0.0532
F1.4 0.0000 0.0409 0.0050 0.0398
F1.5 0.0000 0.0408 0.0059 0.0297
F1.6 0.0000 0.0304 0.0002 0.0402
F1.7 0.0000 0.0348 0.0054 0.0473
F1.8 0.0000 0.0000 0.0000 0.0521

Note: For an explanation of the symbols, see Appendix A.
Source: own elaboration.
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