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Abstract

The article analyses the system of specific grismiiscal governments in Poland. First, main revesoerces of
local self-governments are presented. Their pregimnt is based upon the consideration of one obteEc
important principles in democratic states todag, decentralization. The text then, in more detaiéscribes
specific grants with respect to the European Chasfd_ocal Self-Government. Subsequently, the ¢éfies touch
upon the characterisation and categorization ofrgsafrom the point of view of legal regulationsttbaist in
Poland. Concluding, and with help of statisticatalaeempirical verification of the significance gfexific grants
from the state budget is undertaken.

Key words: revenues, grants, local government in Poland

JEL Classification: H71

1 Groups of revenue sourcesfor territorial entities. decentralisation view point

Decentralisation is one of the general importamggples in a functioning democratic
state. It is often understood as an indication raf asurance for another general principle of
developed democratic states, i.e. the principlesabsidiarity, also known as ‘auxiliarity’
principle (more hereto see [1]). It is from the @etralization principle that the idea of local self
government is derived. Its definition in a more geh form refers to a decentralised public
administration. Application of this principle in lpic administration in Poland is guaranteed by
law, more concrete, by the Constitution, whichtsfirst part contains a formulation that local
government participates in executive branch of gawent through carrying our a number of
public tasks. [2].

Decentralisation may also be conceived of in teaihpublic spending. In this case, it
must be analysed in relation to another importanbcple which is the financial self-
determination. This principle, also understood asarfcial autonomy, makes part of
decentralisation of public spending. In accordangt financial autonomy, the Constitution
differentiates between three basic sources of ie®nf local government units:

— own revenuesdochody wiasng
- general subsidiesbwencje ogoélne
— specific grants from the state budgdttacje celowe z budtu paistwa).

Referring the above enumerated sources to the t#véhancial autonomy, one could
assume that own revenues as a financial sourcesefireed to a largest extent by the financial
autonomy, especially in respect of ‘shaping’ angkfsding’ revenues coming from this source.
The financial autonomy seems lowest in case ofipegrants while general subsidies are
considered as a neutral source for the autonontlyeofinits of local government, and this mostly
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due to the centralised method of granting themthant decentralised spending. In the literature,
they are also often described with the term ‘gdngrants’ rather than with the term ‘general
subsidies’, to differentiate them from specific gga which are subject of reflections in this
article.

Despite the largest autonomy characterising owmcesy general subsidies and specific
grants are accepted as one of the sources foetttigtial entities. One can ascribe different sole
for both categories. General grants for their phdll rather play a ‘levelling-up’ role, especially
in relation to asymmetrical distribution of revesuéom potential sources, as well as a
‘weighing-up’ or balancing role, when its comesagymmetries in spending. Such objectives are
formulated in the European Charter of Local Sel##&oments. One can also find there
proposals saying for example that, grants shall-rad much as possible - be used for specific
purposes [3]. This proposal gives way to assumpti@t the existence of specific grants is
allowed for bettering the financial condition ofitsnof local government, however, their role in
local government’s budgets cannot be dominant hoilsl rather be completing, i.e. having only
a completing function.

2 Main characteristics of the specific grantsfrom the state budget

As already mentioned, specific grants are one efttiree groups of sources for the
budgets of local entities. The Polish Constitutdefines them as obligatory, that means that a
situation in which a given unit of local governmelaes not receive them cannot arise. Only, a
difference in amount of grants may arise betwedferént units of local government. On the
basis of the European Charter of Local Self-Govemisy however, they shall be considered as a
source of additional revenue.

Like subsidies, specific grants belong to the grofievenue sources that arrive from the
state level, i.e. from the national budget. Theytaansferred in order to finance and with that to
finalise public tasks. While on the level of sperglsubsidies are decentralised, the use of grants
is not determined by the decentralisation princigleey are used for purposes and for tasks
directly defined by the institution that grantedjisen grant. However, the Polish law allows a
number of exceptions to this principle; some tloatifistance have to do with subsidies that are
meant to compensate losses in own revenues ancesoé decision to do so is usually taken by
the governing body, in this case either a communéown council or steering committee.
However, a general principle of financing or caafiicing with help of grants says that the way
and the extent of distributing financial contritmrts depend on the subject’ own resources (e.g.
state budget). That is the main reason why graets@nsidered as the most centralised source of
revenues, which furthest intervenes into econorofelcal entities. With them, both own or
ordered tasks are financed. Unlike subsidies, veagigrants does not work as a function of
specific general criteria.

The above mentioned characteristics, in partidhi@dack of specific criteria of allocating
grants as well as the intervention of the grantagjvinstitution into the ways and extent of
carrying tasks, needs to be understood as a disadys@of specific grants. A question thus arises
in which situations shall the described scheme govtke financing of tasks? Advantages of
specific grants are visible from the point of vieW the institution giving and distributing
financial resources. That is a relatively strongangethat a central government institutions have
at their disposal to channel and influence spendimg projects relevant from their own
perspective. At the time being, Poland at the nalidevel prioritises spendings related to the
football European Championship, known as Euro 20h#s project disciplines the identification
of all actions relevant for construction of motogsa Equally, at local levels, the central
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government invests into a lot of projects for ghispose, for instance constructions of public and
free-of-charge sport complexes in communes equippigd possibilities for relating social
activities and changing rooms. With this projechiah is also called "Moje Boisko — Orlik
2012” (My football pitch — Orlik 2012), the centrgbvernment authorities promise to harmonise
and to enlarge sport infrastructure in Poland. €Thatral government can, exactly by using
specific grants from the state budget, shape allphoritised activities according to its own
policies; however the very same actions are corsidéy the local entities as a means of
controlling and reducing the local executive autogo Granting them “(...) not only means
defining the ways of financial spending but alsatocolling and monitoring the spending as well
as returning the not-used resources” [4]

Given the above reflections, one can assume thidietacharacteristics of specific grants
belong:
— linking sources with tasks for which the sourcesraeant and used,
- linking sources with time tables in which they atedisposal for territorial entities — mostly

until the end of every year,
— obligation to reimburse sources back to the statlgét in case when they are not used in the
amount they were meant for and in a specific tiaiet given,

— increase in acceptance of administrative institigiby distribution of financial resources.

For these reasons specific grants in democratiess&hall only function as a completing
source of revenues at the level of local government

3 Classification of specific grantsin relation to legal regulationsin Poland

There are many different ways of classificatiorgdnts (com. table 1). One of the most
general criteria seems to be the obligation tdieaa project. According to this criteria, there a
obligatory grants ordered by law, and there freespthus facultative. In the latter case, granting
of financial sources is not guaranteed by law dnd tnot always ensured even after singed
agreements. Considering objective of grant, one diffierentiate between grants meant for
financing or co-financing own tasks as well as ficiag ordered tasks, both based on legal
regulations and agreements. Depending on the sofifteances for territorial entities, they are
either of national origin or from other sources, iftstance specific funds. In the first of group,
which is most significant, are grants [5]:
for tasks at the level of governmental adminisbrati
referring to security, sporadic or extraordinarg g,
financing or co-financing own-defined tasks,
for tasks derived from international agreements.

Table 1. Classification of specific grants
criteria type of grant

obligation to <—+ obligatory

finalise a project —> facultative

objective of grant <—» own-defined tasks
—» ordered tasks

_» from state budget

sources of financial means< L, other sources

e.g. specific funds

Source: compiled by the author
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Concerning grants for tasks referring to governmleatiministration one can distinguish
between two types of groups. The first group inekithose, the finalising of which is guaranteed
by law. Tasks ordered by the governmental admatisin usually relate to heath care system,
culture and heath security. Ordered by law is #igoorganisation of referenda or elections. The
second group makes up tasks that are not orderdegulated by law but rather by mutual
agreement of actors involved. Territorial entiteee allowed to enter agreements not only with
central administration. However, one has to keemiimd that grants from budgets of other actors
at the local level count as own source.

Grants meant for ensuring security, prevention @na/ducing negative consequences of
different events or other insecurities are meant fo
— removal or avoiding of dangers of any kind for paloirder,

- liguidation of consequences of flooding, landslided other natural catastrophes,

- in communes — for deploying town or fire men guaydsispection guards.

The third group encompasses co-financing, or fimghof own tasks. Co-financing
touches mainly upon [5]:

— agreements in provinces,

- regional development,

— investments for school and cultural institutions,

— education projects in rural regions, among othef®larships and material help for rural
youth,

— carrying out reforms in cultural and education sgstimproving chances in education and
practical education,

- re-management of immobility estates after returmhBussian troupes,

— sport projects involving children, youth and halaghpged peoples, such as for instance
constructions or reconstructions of sport complexas developing sport for those groups in
society,

— road projects in communes and districts,

— cultural projects with state level involved.

As one can see financing or co-financing with hefpspecific grants taken from the
national level mostly is linked to education anttune, as well as — further — to infrastructure and
development in selected regions.

It is worth mentioning that the idea to fully fin@ projects with own sources brings
about a number of controversies. On the one hamadnibe assumed that they are a good source
of financial revenues positively influencing needs number of local entities and populations in
regions. Getting such grants is then considered sign of activity of local government units,
which aiming at finalising given projects look foptimal budgetary solutions. On the other hand,
however, if one takes a look on principles and edoces of getting additional sources, a
guestion arises as to whether financing ensureadrdicg to the principles presented above does
not at the end manifest itself as denial of theceph of local autonomy, local independence and
responsibility by carrying out own tasks.

Grants for tasks agreed upon in international agesds, which present here the last
group, mainly encompass sources coming from regimmas of the European Union. They are
used for projects in ways as if they were co-firemhby the state budget, however, one has to add
that principles and rules of getting, using andifyieag their spendings are the same as those
specific grants coming form the state budget.
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In every case, independent of where a grant comes &nd for what objective it is used,
the allotted amount of money shall be sufficientdorrect and right realisation and finalisation
of a project for which it was granted.

4 Meaning of specific grantsin the budgets of Polish local gover nment units

The idea of specific grants, in particular in tim@ans in which they to a large extent
made up the sources of revenues for territoriatiest was strongly criticised. Two points of
criticism were addressed to this source of revenues

— development of forms of increasing budgets in lagavernments not intended originally,
which was rather to create sources for complemgititia local budgets,

- slowing down of the decentralisation process oflipubnances at the local level since
specific grants are a good example of de-concenirat

Table 2 shows, first, a total amount of specifiargs received from the state budget as
revenues of units of local government as well aspsd, differences between provinces, districts
and communes. Data refers to selected time peraldgant for the local government evolution
in Poland [6]. Two dates seem important in thipees.

— year 1999, in which districts and provinces cante lveing as new local entities. Until the
year 1998, the first phase of the administratiferre was in place, which only established
local entities at the level of communes,

— year 2004, with which came the reform about reverfoe territorial entities, especially the
reform’s objective, which became legally bindin@poat reducing the influence of national
sources and increasing the influence of own sources

Table 2. Amount and part of specific grantsreceived from the state budget
in revenues of units of local gover nment in the period between 1995 and 2007

revenues in it specific grants from the state budget

year| totalin | in min in distribution in partin in distribution in

min zl zt  [commune$ districts | provinces| % |communes districts | provinces
1995/ 19993 | 4116 4116 20,6 20,6
1996/ 30956 | 4290 4 290 13,9 13,9
1998 46 119| 6572 6 572 14,38 14,3
1999 64 877 | 13727 7508 4775 1444 21,2 14,5 48,5 43,9
2003 79141 | 11985 6 459 3474 2 052 15,1 10,2 31,3 44 .9
2004| 91503 | 11928 7816 2 819 1293 13,0 10,8 22,6 18,6
2006| 117 040| 17 755| 13 966 2738 1051 15,2 15,1 18,4 11,1
2007| 131 391| 18 785| 14579 2 928 1278 14,3 14,0 18,1 11,3

Source: Compiled by the author on the basis of [7]

The changes that one could observe in the strigctfrimcal government’s finances in the
last twelve years seem to be adequate. From the2@8 on, part of the specific grants received
from the state budget by units of local governmembunts to 13-15 percent. The tendency to
increase those sources, prevailing at the beginafntiis century, seem now to slow down,
which means at the same time that its role in leadties is becoming less significant. However,
such a situation may still look quite different fdifferent units of local government. In some
communes in years 2003-2004, every tenth zloty céwnethe state budget, while in the
following years this level stabilised or even iraged to 14-15 percent. However, districts after
their inception in year 1999 almost half of theswenues received from specific grants of the
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state budget, which may look like a wrong measurereby making these local entities
completely dependent on the central level. Suclitumt®on was improving with every year.

However, even nowadays, the level of subsidisirgjridis is the highest among all the local
entities, which receive grants and subsidies imafthl The biggest changes in the financial
structures conditioned by the diminished signifemief specific grants came about in provinces.
The law about local governments’ financial sourd¢es significantly changed the system
financing territorial entities i.e. from over 40rpent at the beginning until a little more than 11
percent.

5 Conclusion

Based on the empirical data, one can concludespetific grants used in financing the
units of local government in Poland play its rigble, i.e. a completing function. However, its
extent does not only depend upon how high the digssare but also upon general revenues, one
part of which are also local government’s own ficiahmeans. The latter, in particular in year
2009, has so far been lower compared with whasthte budget project assumed. That would
indicate that specific grants, generally consideasdrelevant in the structure of financial
revenues of local government units, are likelynmrease in the coming years and may amount to,
on average, 15 percent.
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