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Abstract 
In the conditions of globalization processes, the polarization of local development 
deepens. Environmental resources, infrastructure, financial capital, etc, should 
be mentioned among the factors that maintain this diversity. The process of an 
individual's activity or its development takes place in many spheres of the inter-
nal and external environment. They are interdependent and should be considered 
together. The purpose of the poviats' activity is to provide the best conditions for  
the functioning and development of the local community. The implementation of 
this objective requires ensuring a constant inflow of funds necessary to finance the 
appropriate level of public goods and services necessary to meet the needs of these 
communities and development projects. The aim of the study is to assess the level of 
local disproportions in the financial situation of the poviats of the Eastern Poland 
macro-region by means of a synthetic measure. 101 poviats were the research sub-
jects. The source material was data from the Local Data Base of the Central Statis-
tical Office (for 2010, 2012 and 2016). The synthetic measure is intended to support 
the decision-making process of local government units. In the analyzed period, the 
best units were the poviat of Kielce, Olsztyn and Krosno, while the weakest were the 
city of Chełm, Elbląg and Mrągów poviats. Poviats changed their position in time 
and space.
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1 Introduction 
In the conditions of globalization processes, the polarization of local develop-
ment deepens. The causes of the deepening economic and social disproportion 
are changing (Marcysiak and Prus, 2017). It is influenced by new management 
methods and especially endogenous potential. The process of fiscal decentraliza-
tion, accompanied by measures to improve the quality of government, would be 
an effective strategy for reducing regional inequalities (Kyriacou, Muinelo-Gallo, 
Roca-Sagalés 2017; Oplotnik & Brezovnik, 2004). Building a competitive region is 
not a quick process, there are no fixed and unambiguous measures that represent 
the best level of development (Czudec 2010).

The local economy system changes over time, the system of values and the 
institutions changes along with the degree of meeting the needs. Regional de-
velopment is perceived as an economic process involving the transformation of 
external and internal factors and regional resources into goods and services. It 
can take place both through diffusion from well-developed areas to weaker areas, 
as well as polarization of areas (Pawlik 2011, pp. 60-70). It is stimulated by the 
so-called growth poles. These can be local communities (Domański 2006). An 
important resource of the region is territorial capital (financial, social, human, 
etc.), which can significantly affect its competitiveness on a local and supra-local 
level (Kosiedowski 2001, p. 29; Prus and Drzazdzynska, 2017).

The main function performed by local authorities is to perform public tasks. 
Their scope reflects the degree of decentralization. The guarantee of their imple-
mentation is the appropriate economic potential of individual local government 
units. The implemented activity of territorial self-government is a multidimen-
sional phenomenon taking place in many parallel spheres, i.e. economic, finan-
cial, social, social and ecological (Gorzelak, Płoszaj, Smętkowski 2006). These 
elements shape processes in the studied area. They are also connected with a set 
of potentially more or less tangible benefits resulting from the location of a given 
local government unit in a specific local and regional system. They shape a kind 
of premium of an attractive location. They represent the potential to be perceived 
and used in the process of local development (Ossowska, Poczta 2013, pp. 187-
195). 

Intensive changes in the needs of the local community, in the conditions of 
globalization and European integration, force the process of optimizing the di-
vision of income and expenditure in terms of their impact on the efficiency of 
functioning and responsibility of decisions. This is also to serve the effectiveness 
of the use of public funds in the process of achieving the goals of local authorities, 
allows to achieve maximum social usefulness (Oates 1999, Byrne 1994). 
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Local finances are an element of the public finance system, their role and place 
depend on the organizational structure and the degree of decentralization of pub-
lic authority, the concept of financing local government, the degree of independ-
ence, sources of income and directions of spending, etc. The financial resources 
of poviats come from, among others the share in the state budget revenues (in the 
amount specified in the Act), subsidies from the state budget, income from poviat 
assets. They provide a guarantee of the quality and quantity of carried out tasks.

The finance prism allows to make a comprehensive assessment of the func-
tioning of a given local government unit. Finance forms the basis for the im-
plementation of public tasks and determines the conditions for local economic 
development (Wojciechowski 2012, pp. 234-235). The owned financial resources 
are the basis of the commune's activity and a condition for the implementation 
of statutory tasks related to, among others, solving local social problems, as well 
as undertaking effective and innovative activities closely related to the needs of 
its residents (Borodo 2007, p. 200). On the one hand, the financial situation is 
the objective of the entity's operation, and on the other hand, the result of earlier 
decisions. It is correlated with the level of local development (Sobczyk 2010).

2 Data and Methods 
Financial processes influence the socio-economic development of both the coun-
try and local economies. It should be noted that regional and local development is 
a complex process, with a multidimensional character, including changes at vari-
ous levels. It can be perceived in five elementary dimensions: financial, economic, 
infrastructural, environmental and spatial.

The aim of the study is to assess the level of disproportions in the financial 
situation of poviats and to indicate the feasibility of using a synthetic measure in 
this respect. The selection of variables for analysis resulted from substantive and 
statistical premises (coefficient of variation, reverse correlation matrix) and data 
availability. The empirical material for the analyzes was obtained from the Local 
Data Bank of the Central Statistical Office (BDL GUS). The subject of the study 
were poviats located in Eastern Poland (5 voivodeship of the eastern wall, 101 
units), while the time scope of the analyzes covered 2010, 2012, 2016.

The complex nature of the financial situation means that effective analyzes 
in this respect should be carried out in a comprehensive manner. Selected varia-
bles (income from tax on individuals (PIT) and legal (CIT), subsidies, operating 
surplus, investment and health expenses, for security, for debt service), based on 
substantive, statistical or data availability criteria, are stimulant and destimulant 
(Grabiński, Wydymus, Zeliaś 1989). 
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Such a division is made by a substantive analysis supported by a correlation 
matrix. Variables - stimulants and destimulants should be positively correlated 
with each other, the correlation between the stimulant and destimulant should 
be negative. After distinguishing the nature of variables, one should take these 
factors that are statistically significant (Malina 2004). The variables were elimi-
nated from the study due to the volatility index (> 0.15) and excessively correlated 
(according to the reversed matrix method of correlation coefficients) (Śmiłowska, 
1997; Młodak, Józefowski, Wawrowski 2016; Wysocki 1996; Zeliaś 2000). 

In the next stage, selected variables were subjected to the standardization pro-
cedure using the zero uni- formization method (Wysocki, Lira 2005). Stimulants 
were neutralized according to the formula:

Z = 1ij
x x

x x

− min

max − min
ij i i

i i i i

while destimulant:

z
x x

x x
=

max −
max − min

2ij
i ij

i i i i

where: i = 1,2, ... N; j = 1,2, ..., p (N is the number of objects (communes), and 
p - the number of features);Zÿ – is the value of the neutralizing feature for 
the unit being tested, xij - means the value of j of this characteristic for 
the tested unit, max - the maximum value of j of this feature, min - the 
minimum value of j of this feature (according to the zero uniformization 
method) (Wysocki, Lira 2005) .

The synthetic measure describing the financial situation was built on the basis 
of a non-standard method, using the formula:

∑S
p

i p= 1 = ( = 1,2,… , ) (3)i
j i

p

ij
=

where: si – synthetic measure in the period under consideration, 
zij – features of the synthetic index structure, p - the num-
ber of features. The indicator assumes a value between [0,1].  
A value closer to unity means that the object is characterized by a high 
level of the analyzed phenomenon, while when the values are closer to 
0 - the object is less well developed in the examined relation. It allowed 
to divide the studied population into four quartile groups (Dziekański 
2016, pp. 79-91, Wysocki, Lira 2005, Tokarski 2005, Walesiak 2005, pp. 
106-118).
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Finally, the results were analyzed and the conclusions were formulated. A scat-
ter graph of the synthetic measure was presented (Zeliaś, Malina 1997, Dzieka-
ński 2017, Dziekański 2016a, Kachniarz 2012).

3 Results and Discussion
The strategic place in the activity of territorial self-government is managed by 
public affairs. It covers issues such as conditions, mechanisms and principles of 
management of what is fundamental to the interest of the community. The pro-
cess of a unit's activity or development takes place in a space that is completely 
filled by endogenous and exogenous factors (including especially natural resourc-
es and financial, social, human capital, etc.). The indicated process of poviats’ 
functioning should be implemented comprehensively, in the direction enabling 
achievement of an integrated order binding for social, economic, environmental 
(ecological) and institutional order (Zaucha 2012). These processes concern the 
entire economy, all sectors, institutions, organizations, enterprises and the whole 
society (Dziekański 2014).

Existing development is a materialized foot print of earlier economic activities 
and there is more about that, for example, in Quality of life in cities (regions, po-
viats) that the state of municipalities and of regions is only partly a hostage of the 
regional investment economy and that a non-negligible way to success is paved by 
decision making processes especially through the use of certain decision criteria 
(Dlask, Beran 2016)

The development of the poviat as a process of quantitative and qualitative so-
cial and economic transformation depends on the actual participation of resi-
dents in local government processes and their proper use of financial resources. 
It is shaped by the financial situation. Its level is due to, among others, the ability 
to achieve budget balance, local authorities' activities in increasing assets, income 
and expenditure. Income is evidenced by the prudence of the poviat authorities, 
economic activity of residents. Expenditure contributes to improving the living 
conditions of residents and to overall socio-economic development. Poviats and 
cities with poviat rights have legal personality and create their own financial pol-
icy under the existing law. The high level of own income per capita (their high 
share in total income) favors a better satisfaction of the needs of residents and is 
the foundation for sustainable development. Own revenues form the main source 
of budget revenues of poviats (Głowicka-Wołoszyn 2017, pp. 96-105).

The basis for the operation of local government units and the condition for 
carrying out statutory tasks are financial resources. The development of appro-
priate tools in this area using quantitative methods and the ability to interpret 
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information based on this is the starting point for defining opportunities and de-
velopment threats for a given unit (Satoła 2010).

A synthetic assessment of changes in the development assessment process in-
dicates a different level of financial condition of the surveyed units. The value of 
the index ranged from 0.26 (the poviat of Chełm, Lublin province, Elbląg poviat, 
Warmian-Masurian Voivodeship) to 0.42 (Kielce, Świętokrzyskie Voivodeship) 
in 2010, from 0.22 (Chełm) to 0.38 (Olsztyn, Warmian-Masurian Voivodeship) 
in 2012, from 0.27 (Mrągowo, Warmian-Masurian Voivodeship) to 0.52 (in the 
city of Krosno, Podkarpackie Voivodeship) in 2016. Analysis of towns with poviat 
rights allowed to divide them into 4 groups. Between groups, one can observe 
shifts in time and space (Table 1).

Table 1 Shifts in time and space between towns with poviat rights

2010 2012 2016

A

1 Kielce 0,42
2 Krosno 0,42
3 Olsztyn 0,42
5 Rzeszów 0,39
12 poviat of Staszów 0,35
15 poviat of Sejny 0,34

1 Olsztyn 0,38
3 Krosno 0,36
4 Rzeszów 0,36
9 poviat of Sejny 0,32
10 poviat of Staszów 0,32
13 poviat of Włodawa 0,32
22 poviat of Tomaszów 0,31
23 wysokomazowiecki 0,31
30 poviat of Kolbuszowa 0,3
39 poviat of Włoszczowa 0,3

1 Krosno 0,52
2 Olsztyn 0,45
3 Rzeszów 0,43
13 poviat of Sejny 0,34
14 wysokomazowiecki 
0,34
30 poviat of Sokółka 0,32
31 poviat of Włoszczowa 
0,32

B

35 poviat of Kolbuszowa 
0,31
50 poviat of Sokółka 0,31
51 poviat of Tomaszów 0,31
52 poviat of Włodawa 0,31
53 poviat of Włoszczowa 
0,31
54 wysokomazowiecki 0,31

42 poviat of Działdowo 0,29
68 poviat of Zamość 0,29

32 poviat of Działdowo 
0,31
33 poviat of Kolbuszowa 
0,31
37 Przemyśl 0,31
70 poviat of Staszów 0,3
71 poviat of Tomaszów 
0,3

C

59 poviat of Busko 0,3
60 poviat of Działdowo 0,3
61 poviat of Ełk 0,3
62 poviat of Giżycko 0,3
74 poviat of Biała Podlaska 
0,29

70 poviat of Busko 0,28
71 poviat of Giżycko 0,28
82 poviat of Sokółka 0,28

72 poviat of Busko 0,29
73 poviat of Giżycko 0,29
81 Chełm 0,29
92 poviat of Włodawa 
0,29
93 poviat of Zamość 0,29
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D

91 Przemyśl 0,28
92 poviat of Mrągowo 0,28
98 poviat of Zamość 0,28
100 poviat of Elbląg 0,26
101 Chełm 0,26

86 poviat of Biała Podlaska 
0,27
95 poviat of Ełk 0,26
98 poviat of Elbląg 0,25
99 Przemyśl 0,25
100 poviat of Mrągowo 0,25
101 Chełm 0,22

94 poviat of Biała 
Podlaska 0,28
95 poviat of Ełk 0,28
100 poviat of Elbląg 0,27
101 poviat of Mrągowo 
0,27

The synthetic measure was built based on income from PIT and CIT, subventions, 
operating surplus, investment expenses, health and safety expenditure as well as 
expenses on debt servicing costs (interest)
And very good; B good; C weak; D evil; The average value in the group and the 
number of units in the group; The position / powiat / value of the synthetic meas-
ure / poviats was separated according to 2016, the same poviat was presented in 
earlier years
Source: Own calculations based on CSO BDL data.

In 2016, compared to 2012, the diversification of communes due to the finan-
cial situation slightly increased (+0.03, in relation 2016 to 2010, increase +0.01). 
This confirms the value of the standard deviation, which in 2016 compared to 
2012 is higher by +0.02 (0.04 - 0.02). This is particularly confirmed by the value of 
the range, which in 2016 was 0.25, higher than in 2010 (0.17) and 2010 (0.16). The 
stability of the medium-term financial stability may be indicated by the stability 
of the average synthetic measure (Table 2).

Table 2  Classification of Świętokrzyskie voivodeship communes according to 
the measure of synthetic financial condition in 2010 and 2015.

2010 2012 2016
average 0,31 0,29 0,32
standard deviation 0,03 0,02 0,04
co-variation 0,10 0,08 0,12
min 0,26 0,22 0,27
max 0,42 0,38 0,52
gap 0,16 0,17 0,25
slant 2,79 3,44 8,3
measure of concentration-kurtosis 0,31 0,29 0,32

Source: Own calculations based on CSO BDL data.
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The value of the correlation measure indicates a fairly stable spatial diversifica-
tion of the financial situation of the poviats of Eastern Poland. The Pearson corre-
lation coefficient was in the relation 2016 to 2012 - 0.617 and 2012 - 2010 - 0.700.

Table 3 Correlation of a synthetic measure Siand its changes 

Gamma 
correlation 
coefficient

Sperman 
correlation 
coefficient

tau Kendall 
correlation 
coefficient

Pearson 
correlation 
coefficient

Si - dSi2010 0,215 0,229 0,190 0,164
Si 2010-2012 0,504 0,533 0,437 0,700
Si - dSi2012 0,184 0,198 0,159 0,196
Si 2012-2016 0,505 0,527 0,437 0,617
Si - dSi2016 0,244 0,264 0,211 0,078
Si 2016-2010 0,502 0,542 0,435 0,724

Source: Own calculations based on CSO BDL data.

Analysis of the dispersion for the value of a synthetic measure - financial situa-
tion, indicates that the increasing value of coefficients is accompanied by a change 
in the position of points that are getting closer to the straight line in 2012 and 
2016. The conclusion is that the measure based on the model method was subject 
to 2016 in relation to 2012, the increase (Pearson's correlation coefficients in the 
analyzed period of time amounted to r = 0.700 in 2010, in 2016 r = 0.617, Fig-
ure 1).
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Figure 1  Conformity of the results of synthetic measures year to year with 
adjust ment of the regression line

Source: Own study based on CSO BDL data.

4 Conclusions
The financial economy with the use of available funds may affect the competitive-
ness and innovation of the region. The size of individual activities (expenditures 
and incomes) depends on the direction and scope of the tasks (own and commis-
sioned) to be carried out and the planned development. Most poviat activities 
require financing. Poviats by the financial economy have an impact on the distor-
tion or improvement of the allocation of resources, incurring or not borrowing 
(public debt), which affects the level of savings and private sector investment, 
perception of the functioning of administration and quality of life.

Tracking multiple indicators through time affords administrators, regulators, 
investors and citizens a better picture of the financial situation of a locale in com-
parison to other similar locales at any point in time as well as a clearer indication 
of potentially troublesome trends (Kelso, Maggiotto 1981).

The position of local government requires care for the financial situation, 
which determines the efficiency of its functioning, i.e. the ability to meet current 
and future obligations within a certain time, scope and quality standard.
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The source of the local authority (poviat’s) income is its own income, which 
illustrates its self-government and independence. Investment expenditures are 
a factor characterizing development opportunities of local government units. 
Their growth is most often related to the growing needs and expectations of the 
local community, inhabiting the area of a given local self-government community 
(Sobczyk 2010, pp. 125-136).

The assessment of the financial situation, implemented in a comprehensive 
manner, allows to obtain information about the sources of financing local govern-
ment activities, directions of its development or the use of public cash resources 
and fulfillment of duties towards the local community.

The synthetic measure is intended to support the municipality's decision-mak-
ing process. It depends on the number and type of adopted variables to be tested. 
This information can be used by the authorities to assess the effectiveness of the 
development instruments used so far and the tools of financial management. It 
allows a comparison between the surveyed units, an indication of the weaker and 
better areas of the unit's operation, an assessment of the disproportions between 
the individual objects under study.

This information can be used by the authorities to assess the effectiveness of 
the development instruments used so far and the tools of financial management. 
The value of the indicator ranged from 0.26 to 0.42 in 2010, from 0.22 to 0.38 in 
2012, from 0.27 to 0.52 in 2016. It is possible to observe shifts of the examined 
objects in time and space (which results from, for example, inflow of funds from 
EU funds, subsidies for the implementation of extraordinary events - floods).
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