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ABSTRACT

This article diagnoses the use of instruments support-
ing entrepreneurship by the Podkarpackie Province 
communes. The main research problem was formu-
lated as follows: Do the instruments of supporting 
entrepreneurship used by self-government affect the 
development of economic initiatives in the area of 
the surveyed communes? We analyzed it in two areas. 
The first one focuses on the present state, analyzing 
the quality and directions of actions taken by com-
mune authorities in supporting economic initiatives 
as well as their results. The second one attempts at 
pointing the solutions conducive to enterprise devel-
opment and instruments ensuring their stimulation.
The results of the conducted analyses allowed us to 
assess the effectiveness of the instruments support-
ing entrepreneurship used by local government units. 
The main conclusion derived from the research is that 
the use of fiscal instruments does not constitute the 
strongest factor in determining the location of eco-
nomic activity. The use of tax forms of support de-
pendant on the economic situation turns out to be 
much less important than the use of solutions such as 
improvement of infrastructure conditions, selection 
of areas for investment, lease of commune facilities 
for economic activities, creation of capital back-up 
comprised of loan funds, as well as implementation 
of organizational changes aiming at better efficiency 
of the office. 
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I. INTRODUCTION 
Social and economic development of each country is closely tied to cooperation between self-
government administration and local entrepreneurs’ community (Szewczuk, 2003). Research con-
ducted on the local level indicates strong relationship between the specificity of self-government 
budget policies and the development of entrepreneurship. This issue has been discussed in the 
analytical works (Carlino, Mills, 1985; Bartik, 1985; Bartik, 1988; Carlton, 1983; Papke, 1991).These 
works emphasize a close tie between the policy of local authorities and location decisions made 
by businesses. According to the opinion expressed by D. Bondonio (2003), creating and stimulat-
ing development of enterprising environment of self-government communities is an important 
phenomenon for many reasons, each of them playing a different role in shaping firm and stable 
social and economic structures.This view is also shared by T. F. Buss (2001), who claims that the key 
to effective entrepreneurship support is to perceive the significance of its development for local 
communities and to demonstrate to local authorities the benefits resulting from its stimulation. 
Taking the above into consideration, we wrote this article with the purpose of determining the 
scale and range in which local government units at the commune level can apply instruments of 
supporting entrepreneurship and the effectiveness those forms of support. This article therefore, 
not only aims at determining the scale and range of the instruments of supporting entrepreneur-
ship used by communes, but, more importantly, at examining the effectiveness of these tools. 
It is commonly thought that facing a relatively limited set of support instruments, it is of vital 
importance for local government units to use fiscal preferences as the main tools for stimulating 
economic boom. This article aims at verifying this belief and also determining the whole range of 
instruments that allow not only active but also effective support of economic initiatives by self-
government communes. This fact is of vital importance, not only due to its cognitive aspect, but 
also due to its practical significance. Improperly selected and unjustified instruments not only fail 
to deliver the expected results (that is, they fail to bring about the economic boom on the local 
level), but also drain the local government budgets, reducing the resources available to them. It 
is by all means worth determining which instruments really contribute to the development of 
entrepreneurship and which exert destructive influence on budget economy and put the obliga-
tory tasks of local government units at risk. The article provides an answer to the above questions 
and, being an outcome of empirical analyses, becomes part of the discussion on general issues of 
entrepreneurship support by local government. 

II. REVIEW OF LITERATURE 
Although the issue of instruments of supporting entrepreneurship is often the subject of empirical 
research, the published results of this research do not allow us to draw clear and coherent conclu-
sions. Taking this dissonance as the starting point, it is of key importance to review the results of 
the research on particular forms of supporting entrepreneurship. Among all instruments used for 
supporting entrepreneurship, tax preferences are the most popular form and they are the most 
popular subject of research. At the beginning, however, we should note that there are no explicit 
proofs that the reduction in tax rates will automatically allow us to achieve our non-fiscal objec-
tive.

The research conducted by R. Levine and D.Renelt (1992) emphasizes the lack of correla-
tion between fiscal policy tools and stimulating function of taxation. On the other hand, E. Engen 
and J. Skiner (1999) and G.M. Milesi – Fereti, E. Mendoza and P. Asea (1996, 1997) believe that we 
can even observe negative influence of taxation on the established non-fiscal objectives. On the 
other hand, a sporadically appearing positive effect oscillating in the 0.2% - 0.3% annual GDP range 
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is clearly too weak to use this phenomenon for the purpose of economic policies that would stim-
ulating the growth of local economy. Similarly, the research by Cashin (2003), Leibfritz, Thorton 
and Bibbee (1997), as well as Folster and Henrekson (1998) and Bossanini and Scarpetta (2001) do 
not clearly confirm the thesis that there is a statistically significant correlation between the level of 
tax rates and the performance of the stimulating. The relatively weak influence of tax instruments 
on decisions concerning location of economic activities is also widely discussed in Polish research. 
According to R. Kamiński (2003) stronger influence on economic entities is exerted by moderate 
level of local fees for communal services than by spectacular reduction in local tax rates. 

On the other hand, E. Bończak-Kucharczyk, K. Herbst and K. Chmura (1998) point out that 
taxes and fees should, most of all, be stable, smaller damages can be caused by higher, but stable 
taxes than by lower, but ever-changing ones. W. Dziemianowicz and W. Misiąg (2000) claim that 
from the perspective of the entrepreneurs, the most significant thing is not the level of rates or 
exemptions but the stability and transparency of fiscal solutions. A similar view is presented by A. 
Okraszewska, I. Brzeziński and J. Kwiatkowski (2002) according to whom the system of tax prefer-
ences offers an undisputable advantage, however, itself it is not a sufficient stimulator for making 
decisions on locating economic activity.

Taking into account such significant discussion in research on stimulating influence of tax 
instruments, it is necessary to quote the results of the research on the effects of using other, non-
fiscal, instruments of supporting entrepreneurship. S. Kłosowski and J. Adamski (1999) claim that 
the location of new enterprises is determined by: area management consisting in eliminating legal 
obstacles concerning the use of communal property, spatial development plans that clearly define 
the principles of managing the area, corporate culture shown by offices and clerks and creating 
a climate for developing entrepreneurship. On the other hand, according to W.C. Wagner (1999), 
among factors influencing location decisions we have commune location, its resources, its real 
estate management policy, the size of local and regional markets, quality, qualifications and avail-
ability of labor, possibility of choosing subcontractors or cooperating with local firms in a selected 
industry, as well as the differences in the level of prices of goods and services (including communal 
services) compared to other regions and their influence on the costs of starting economic activi-
ties. From the research conducted by E. Bończak-Kucharczyk, K. Herbst and K. Chmura (1998) we 
learn that non-fiscal factors stimulating development of entrepreneurship are the infrastructure 
of the area, marketing image of the local government unit, how investors are serviced by the self-
government and competition. The research conducted by A. Noworól and K. Dąbrowska (2003) 
shows that among effective tools of supporting economic initiatives (apart from the above-men-
tioned ones) are professional and complex approach to investors, high quality and professionalism 
in servicing economic entities, and most importantly, efficient and effective organization of the 
office. 

Another form of support with proven effectiveness is the so-called “fast administrative 
track”, that is streamlining the administrative servicing of companies. The implementation of the 
above solutions allows us to streamline the servicing of companies, which, combined with keep-
ing continuous dialogue with the entrepreneurs’ circles, creates an image of a commune that is 
open to investments and pro-development initiatives (F. van de Boel, 2003; Geisler, Koćwin, 2001). 
Finally, quoting the research by A. Foeller (2003) and W. Burdecka (2004) we can notice that a 
vital element in supporting entrepreneurship by local government units is the operation of the 
entities constituting the institutional environment of business. The presented research proves that 
the discussed issue has been broadly analyzed, although it has not been, by any means, exhausted 
or determined. Therefore this article, by becoming an element of the discussion on the scale and 
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effectiveness of forms of supporting economic initiatives used by local government units, may 
contribute to at least wider explanation of the analyzed issues, basing the results and related con-
clusions on the experiences of commune self-government in Poland. 

III. METHODOLOGY
This article is a diagnosis of the Podkarpackie Province communes as far as the use of instruments 
supporting entrepreneurship is concerned. The article defines one main research problem and a 
series of detailed questions which expand on the main problem. The set of questions we obtained 
in this way enabled us to direct our empirical analyses correctly. The main research problem was 
formulated in the following question: Do the instruments of supporting entrepreneurship used by 
self-government affect the development of economic initiatives in the area of the surveyed com-
munes? The adopted research problem is described by two areas in which its analysis should be 
performed. The first one is the diagnosis of the present state. It covers the analysis of the quality 
and directions of present actions taken by commune authorities in supporting economic initia-
tives as well as their results. The second dimension is an attempt at pointing the solutions con-
ducive to enterprise development and instruments ensuring their stimulation. The main problem 
defined in this way is accompanied by a number of detailed questions concerning, for example, 
the most frequently used instruments and the reasons behind their choice, the most effective sup-
port forms, the assumptions of constructed development strategies as well as investments made 
to improve the conditions of conducting business activities. 

The construction of research problems allows full analysis of the researched issues. The 
initiated research process allowed us to verify the specificity of the Podkarpacie communes as far 
as the use of instruments supporting entrepreneurship is concerned. This formula let us group the 
dominant directions and solutions supporting development of entrepreneurship that are applied 
by the local government. On the basis of cognitive analyses concerning the issue of supporting 
entrepreneurship by territorial self-government we assumed a set of hypotheses related to the 
above-mentioned research problems. We selected one main hypothesis and five detailed hypoth-
eses. The main hypothesis has the following form: The instruments of supporting entrepreneur-
ship used by local governments influence the development of economic initiatives in the surveyed 
communes.

In relation to the main hypothesis we adopted a set of detailed hypotheses:

1.	 The most frequently used instruments of supporting entrepreneurship are income instru-
ments (creating tax preferences), however they do not constitute the conclusive argument 
in deciding on and conducting economic activity.

2.	 Good state of technical infrastructure is a determinant of economic entities location and a 
factor stimulating the development of economic initiatives from within.

3.	 The use of expenditure instruments is reflected in creation of the commune surroundings 
consisting of business-related institutions and non-governmental organizations and their 
initiation of actions aimed at supporting entrepreneurship.

4.	 The use of instruments supporting entrepreneurship affects the number of jobs in the com-
mune as well as mobility of production means.

5.	 Most communes do not have a program of supporting entrepreneurship and focus their 
activities concerning the support of economic initiatives on building investment or develop-
ment strategies.



THE INSTRUMENTS OF STIMULATING ENTREPRENEURSHIP BY LOCAL GOVERNMENT UNITS (LGU’S) 131

Economic Research, Vol. 26 (2013) No. 4 (127-146)

The above research hypotheses determined the direction of the conducted cognitive analysis. 
While developing a set of five detailed hypotheses, their selection was determined by the speci-
ficity of local government policies in the area of supporting enterprise initiatives. Therefore each 
hypothesis is a specific axis around which further, more detailed sets of questions concentrate. The 
developed system allowed us to present the research results so that they show relations between 
particular instruments of supporting entrepreneurship and the results of their application.

The research process initiated in this way allowed us to verify the characteristics of the 
analyzed communes as regards the solutions used by them to support entrepreneurship. This has 
also allowed us to group dominant directions and solutions supporting economic initiatives taken 
up by the self-government. 

The analysis of the instruments applied to support entrepreneurship and their effective-
ness required adoption of time framework enabling us to examine the relation between the activi-
ties of self-governments and measurable effects of undertaken initiatives. The time horizon of the 
analysis covered years 2006-2009 inclusive. The verification of the scope of application and effec-
tiveness of particular support forms used by JST required transformation of the concepts in which 
research problems were formulated into variables. The independent variable were the instruments 
of supporting entrepreneurship by communes, catalogued into three groups: infrastructural in-
struments, legal and organizational instruments and promotional instruments.

The dependent variable was defined as the development of entrepreneurship in analyzed 
communes. It was described using parameters reflecting the influence of support instruments 
used by communes on the number of established enterprises. The selected variables reflected the 
features through which we learnt the phenomenon of applying the instruments of supporting 
entrepreneurship by commune self-governments. 

The territorial dimension of conducted analyses covered the area of the Podkarpackie 
province, located in the south-east of Poland. The research sample reflecting the population 
structure had the layer and proportional characteristics. Each layer corresponded with the type 
of commune. The size of the research sample was chosen so as the percentage of each category 
of analyzed communes corresponded with the percentage of such communes in the province, 
namely: rural, urban, town-and-country communes as well as cities with district rights. In the lay-
ers selected in this way, we conducted the samplings, following the scheme of the sampling with-
out replacement). The chosen sample consisted of 61 communes (including 7 urban communes (2 
of them were cities with district rights), 11town and country communes and 43 rural communes). 

The diversity of factors influencing the development of entrepreneurship accounted for the 
fact that each determinant affecting entrepreneurship was evaluated on the basis of established 
scale of correlation power verified over four analyzed years. The scale reflecting the direction and 
power of correlation between parameters reflecting instruments of supporting entrepreneurship 
and parameters reflecting the effects of applying particular support forms covered graduation of 
the relationship power. The analysis covered the direction and power of the relationship between 
applying a particular instrument and the effects invoked by it (that is whether it contributed to 
the support of entrepreneurship, and if so, to what extent). The scale of the correlation established 
for the purpose of this article is presented below: very strong correlation, strong correlation, weak 
correlation, very weak correlation and no correlation.

The adopted method was divided into two stages. The first stage was the static analysis 
for each year separately, using the linear correlation coefficient. It consisted in examining the exis-
tence of a relation between the use of particular instruments of supporting entrepreneurship and 
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the effects of these activities. In the second stage we focused on the analysis covering the whole 
examined period, due to the fact that the instrument used in 2006 could affect the conditions of 
enterprise development not only in 2006 but also in the next years. Therefore it was necessary to 
verify the influence of a given instrument on the development of entrepreneurship in the whole 
examined period. In this way we selected the instruments whose application significantly contrib-
uted to the development of communes and we indicated those which only marginally affected 
new enterprise activities. To measure the power between variables in the analyzed period, assum-
ing their direction remained unchanged (that is the correlation coefficients have the same sign 
each year), the measures of correlation between variables (CM) were defined as follow:

  Where:

  i – number of analyzed year,

 αi – ratio typical for the i-th year (that is the weight assigned to linear correlation coefficient for 
ri),

 ri – linear correlation coefficient for the examined pair of variables (that is the used instrument 

of supporting entrepreneurship and the measurable result of its application year, ∈ir [–1; 
1].

Source: Own elaboration.

Determining weights αi we adopted the following assumptions: 

°1 assumption: 0≥iα ( )4,3,2,1=i . It was assumed that weights αi take values of above zero or 
zero, which means that the instrument applied in a particular year influenced 
or did not influence the development of entrepreneurship, while it did not have 
negative influence (its use did not worsen the conditions of conducting econom-
ic activity). 

°2 assumption: 1
4

1
=∑

=i
iα . It was assumed that the sum of αi coefficients for the whole analyzed  

 

period (i = 1,2,3,4), equals 1 - ( 14321 =+++ αααα ) 

Defining the measure of correlation (CM) we assumed that CM ∈[–1; 1] and is con-

tained in the same range as the linear correlation coefficient ri – therefore: 11
4

1
≤≤− ∑

=i
iirα .  

In order to establish the numerical value αi we adopted the following line of thinking: as 
the instrument used in i – th year influenced the ratio describing the development of entrepre-
neurship in that year and in the next years, therefore the direction and correlation in the analyzed 
year were also influenced by the actions taken in previous years. Detailed assumptions concerning 
the activities taken in a particular period and their influence on the development of entrepreneur-
ship in consecutive years are presented in Table 1.

CM ri i
i

=
=
∑α

1

4
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TABLE 1. ACTIONS CONCERNING SUPPORT OF ECONOMIC INITIATIVES AND THEIR  
INFLUENCE ON ENTREPRENEURSHIP DEVELOPMENT.

 Actions taken

Influence

2006 2007 2008 2009 Total

2006 + – – – 1

2007 + + – – 2

2008 + + + – 3

2009 + + + + 4

Total 10

Source: Own elaboration. 

The first year of the analyzed period was 2006, thus the use of support instruments 
brought the weakest effects. Then, respectively, each consecutive year in which communes 
supported entrepreneurship, brought better results, as there were new instruments and 
the sum of instruments from previous years active in it. This leads us to the assumption that 

.4321 αααα ≤≤≤  Taking into consideration the above, we adopted the assumption that 

4,0;3,0;2,0;1,0 4321 ==== αααα . 

Depending on the value of CM, we assumed the following scale of correlation: 

1)	 very strong correlation, when 0 9 1, ″ ″CM , 

2)	 strong correlation, when 0 75 0 9, ,≤ <CM , 

3)	 weak correlation, when 0 25 0 75, ,≤ <CM , 

4)	 very weak correlation, when 0 0 25< <CM , ,

5)	 lack of correlation, when CM = 0 .

In case when the correlation coefficient for a given pair of variables in the analyzed pe-
riod did not have the stable sign. CM was not established as positive and negative values would 
neutralize each other. In such situation we interpreted only correlation coefficients for each year 
separately. The analysis of the influence of independent variables on dependent ones also took 
into account verification of quality parameters corresponding to the instruments of supporting 
entrepreneurship used by communes. Similarly to quantity data – quality parameters were ana-
lyzed in relation to dependent variables describing the development of entrepreneurship. Due to 
the fact that in qualitative research we resign from the postulate of sample representativeness 
(creating possibilities of wide generalizations) and reliability (allowing us to repeat the survey us-
ing the same tool) – the choice of variables was governed by the specificity of a particular survey. 
The characteristics of analyzed quality parameters determined that the choice of independent 
variables was based on the frequency of using particular instruments of support by communes 
in the whole analyzed period. On these grounds the catalogues of independent quality variables 
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comprised the instruments which were used by at least 20 communes or which were not used by 
at least 20 communes. 

To evaluate the influence of using the above instruments on dependent variables we used 
the tests for significance of differences for independent variables. These tests verified whether 
the differences appearing between two or more compared groups were statistically significant. In 
order to choose an appropriate test we used the algorithm for choosing the test of significance of 
differences, reflecting the type of compared characteristics, the scale of the measure, number of 
analyzed samples and the dependence or independence of samples. In accordance with the above 
algorithm, first we examined the normality of distributions for particular variables, and then we 
determined the measure scale of analyzed features. Then we verified two premises, namely the 
number of samples and their dependence or independence. As a result, the algorithm for choos-
ing the test of significance of differences pointed to the Kolmogorov-Smirnov test. 

The selected test, using the Kolmogorov λ distribution, allowed us to determine wheth-
er two (independent) samples come from population of the same distribution. The calculation 
process then boiled down to establishing the maximum distance between empirical distribution 
functions of two samples. In case when the value of test statistics was big enough for its corre-
sponding likelihood level to drop below the established level of test significance, we rejected the 
hypothesis about the consistency of distribution of two groups. The selected test of significance 
of differences allowed us to verify the null hypothesis against the alternative hypothesis (Figure 1). 

  H0: SN mm = 	 (means in analyzed groups are equal)

against alternative hypothesis:

  H1: SN mm ≠  (means in analyzed groups in a statistically significant way differ)

  Where:

  mS – mean established for a given dependent variable in a group using a given instrument,

  mN – mean established for a given dependent variable in a group not using a given instrument.

FIGURE 1. THE HYPOTHESIS ABOUT THE CONFORMITY OF BOTH SAMPLES AGAINST THE 
ALTERNATIVE HYPOTHESIS

Source: Own elaboration.

The rejection of the null hypothesis H0for the alternative hypothesis H1 on the significance 
level of 0.05 meant that there was some influence of a particular instrument on a dependent vari-
able. The evaluation of the influence of each instrument on dependent variables was made on the 
basis of evaluating average values for the analyzed groups. The analysis incorporated establishing 

average values of dependent variables both for communes which used ( )Sx  and those which did 

not use ( )Nx  a particular instrument, and also evaluating the significance level p, at which the 
null hypothesis was rejected in favor of the alternative hypothesis, or when there were no grounds 
for rejecting the null hypothesis. The effectiveness of the instrument was confirmed by dependent 
variables for which there was statistically significant difference between means, proving the influ-
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ence of using a particular instrument on the development of entrepreneurship in the area of the 
Podkarpackie province communes.

IV. THE SCOPE OF USING INFRASTRUCTURAL INSTRUMENTS BY COMMUNE  
SELF-GOVERNMENTS
One of the vital determinants of the development of economic initiatives are infrastructure con-
ditions. More than 70% of communes believe that a good state of technical infrastructure is a 
determining factor when locating economic entities and a factor stimulating the development of 
entrepreneurial initiatives. Nearly 23.5% of communes claimed that the construction and/or mod-
ernization of infrastructure is also a manifestation of local authorities’ activities for self-govern-
ment community. The calculated correlation between the independent variable, that is the level 
and quality of commune infrastructure and dependent variables (describing the development of 
entrepreneurship) indicated the existence of a relationship between technical infrastructure and 
the number of economic entities. The direction of this correlation informs us that the initiatives 
aiming at building, developing or modernizing infrastructure are a determining factor in develop-
ment of economic initiatives. This is confirmed by the calculated CM = 0.73. The relationship be-
tween characterized parameters remained on the same level throughout the analyzed period. This 
means that the indicated instrument is a stable tool of influencing the shape of the economic sur-
roundings. A similar value of CM characterized relations between independent variable and taking 
up jobs and the number of people who moved into the commune. The assessed CM for the indi-
cated variables was respectively 0.72 and 0.71. The values of CM describing the relation between 
the used instrument and other independent variables were on a slightly lower level, see Table 2.

TABLE 2. CM VALUES DESCRIBING THE RELATION BETWEEN THE INDEPENDENT VARIABLE 
(LEVEL AND QUALITY OF COMMUNE INFRASTRUCTURE) AND DEPENDENT VARIABLES 

(DESCRIBING THE DEVELOPMENT OF ENTREPRENEURSHIP).

No Dependent variable CM

1
Total number of entities of domestic economy (public and private sector entities) registered in the 
Polish National Business Registry (REGON)

0.73

2 Jobs taken up in the commune 0.72

3 Number of people who moved into the commune (positive balance of migration) 0.71

4 Number of people employed in the commune (employment growth) 0.7

5
Number of non-governmental organizations, public benefit organizations and business-related insti-
tutions registered in the commune

0.65

6
Number of people taking part in organized trainings or financed from the Employment Office re-
sources aimed at professional activation of the unemployed

0.64

7
Number of people taking loans from the Employment Office for setting up their business in the 
commune

0.18

Source: Own elaboration.



THE INSTRUMENTS OF STIMULATING ENTREPRENEURSHIP BY LOCAL GOVERNMENT UNITS (LGU’S)136

Tomasz Wołowiec, Tomasz Skica

The presented values of CM clearly demonstrate that technical infrastructure is not the strongest 
determinant shaping the business environment in a commune. Nevertheless, due to diversity of 
this instrument’s influence, we cannot omit its influence on the development of local economic 
initiatives. The analysis of the scope of the influence of infrastructural conditions on the develop-
ment of entrepreneurship is confirmed in the amounts of investment and in material effects of 
finished investments. For most communes (around 85.1%), the concept of local development, 
including development of entrepreneurship, is tied to investment in infrastructure. Moreover, 40% 
of communes believe that the entrepreneurship development mostly consists in creating environ-
ment which is conducive to business development. We should also emphasize the essential role 
in influencing the development of entrepreneurship played by building or making available the 
infrastructure for economic activity by communes. Using this form of support was the most im-
portant factor determining the growth in the number of economic entities. The significance level 
evaluation proved that in case of communes which build or make available infrastructure objects 
for economic activity compared to communes which do not use this instrument, there was a sta-
tistically significant difference in average values of dependent variables describing the growth of 
non-governmental organizations. A similar regularity was observed in case of another dependent 
variable – that is the migration balance – which shows the mobility of production factors. The 
instrument described influenced the employment growth but did not translate into greater inter-
est in loans for starting economic activity or trainings organized by District Employment Agencies 
(Polish acronym - PUP) aiming at professional activation of the unemployed. 

V. THE SCOPE OF USING LEGAL AND ORGANIZATIONAL INSTRUMENTS BY THE 
PODKARPACKIE COMMUNES
A special group of instruments are those constituting legal and organizational form of support-
ing entrepreneurship. This category is undoubtedly the richest and widest, incorporating diverse 
instruments. Here we could place the local law tools, organizational instruments and institutional 
solutions. For our discussion, of key importance here are expenditure instruments, especially the 
category of property expenditure. The analysis of collected material indicated very strong correla-
tion between the application of characterized support forms and variables describing the devel-
opment of entrepreneurship, see Table 3.
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TABLE 3. CM VALUES DESCRIBING THE RELATION BETWEEN THE INDEPENDENT VARIABLE 
(INVESTMENT EXPENDITURE) AND DEPENDENT VARIABLES (DESCRIBING THE  

DEVELOPMENT OF ENTREPRENEURSHIP).

No Dependent variable CM

1 Number of people employed in the commune 0.97

2 Number of people who moved into the commune 0.96

3
Total number of entities of domestic economy (public and private sector entities) registered in the 
Polish National Business Registry (REGON)

0.96

4
Number of non-governmental organizations, public benefit organizations and business-related 
institutions registered in the commune

0.94

5 Jobs taken up in the commune 0.88

6
Number of people taking part in organized trainings or financed from the Employment Office 
resources aimed at professional activation of the unemployed

0.75

Source: Own elaboration.

The next analyzed instrument was investment expenditure on supporting new areas of 
production and modern technologies. The verification of the empirical material enables us to es-
tablish the existence of a very strong relation between using this instrument and the development 
of entrepreneurship, see Table 4.
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TABLE 4. CM VALUES DESCRIBING THE RELATION BETWEEN THE INDEPENDENT VARIABLE 
(INVESTMENT EXPENDITURE ON SUPPORTING NEW AREAS OF PRODUCTION AND  

MODERN TECHNOLOGIES) AND DEPENDENT VARIABLES (DESCRIBING THE DEVELOPMENT 
OF ENTREPRENEURSHIP).

No Dependent variable CM

1 Number of people employed in the commune 0.96

2
Number of non-governmental organizations, public benefit organizations and business-related in-
stitutions registered in the commune

0.95

3 Number of people who moved into the commune 0.95

4
Total number of entities of domestic economy (public and private sector entities) registered in the 
Polish National Business Registry (REGON)

0.95

5 Jobs taken up in the commune 0.83

6
Number of people taking part in organized trainings or financed from the Employment Office re-
sources aimed at professional activation of the unemployed

0.71

Source: Own elaboration.

Investment expenditure was reflected in the growth of the number of companies and the 
development of non-governmental organizations and business surroundings institutions. The as-
sessment of the correlation coefficient emphasized the influence of this instrument on employ-
ment ratios and on mobility of production factors. The finally calculated CM indicated positive 
relation between the used support form and the growth of interest in PUP trainings aimed at 
professional activation of the unemployed. 

Another instrument belonging to the expenditure category were communes’ expenses on 
creating Centers of Business Support (Polish acronym - CWB). The application of the indicated 
instrument led to the increase of the number of people who took advantage of the loans offered 
by PUP to open a small business, and further the development of institutional background sup-
porting entrepreneurial initiatives. A similar effect was caused by using, as a form of support, ex-
penditure on creating the guaranty and loan fund. The last instrument belonging to this group was 
a separate unit created by JST to serve investors. The influence of this instrument was very wide, 
ranging from the growth in the number of economic entities registered in the commune, through 
increased employment and migration ratios, to the development of business environment orga-
nizations and increased interest in trainings aimed at professional activation of the unemployed. 

A vital role in creating conditions for the development of entrepreneurship is played by 
creation of complex systems of tax preferences. A large majority of the analyzed communes (near-
ly 81%) confirmed that they use this form of support. The calculated CM indicated a very strong 
correlation between the level of investment expenditure on creating a system of tax preferences 
and the development of entrepreneurship on the area of the analyzed JST. With reference to the 
characterized instrument, we should point out that the activities initiated by communes to stabi-
lize solutions concerning tax reliefs and exemptions play a vital part. The evaluation of the signifi-
cance level indicated that the use of activities aimed at stabilizing solutions in tax policy affected 
the growth of the number of economic entities registered in the commune. The positive influence 
of this instrument was reflected in relation to two further parameters, namely the professional 
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activity ratio and the employment ratio. The statistically significant difference in mean values of 
dependent variables was also reflected in higher interest in loans provided by PUP for opening 
small businesses and a higher ratio of taking up work. 

Another category of legal and organizational forms of supporting entrepreneurship were 
lower maximum rates in local taxes, classified as income instruments. Among the analyzed lo-
cal taxes, only property tax and transport means tax showed influence on the development of 
entrepreneurship. The value of calculated CM enabled us to establish that there was a very weak 
relation between lowering the maximum rate of tax and dependent variables describing the de-
velopment of entrepreneurship. This very weak influence was confirmed by low values of CM for 
both property tax (CM = – 0.47), and transport means tax (CM = – 0.22). The collected data al-
lowed us to establish that the power of influence exerted by lower rates of single local taxes on the 
development of entrepreneurship was definitely lower than in case of creating complex systems of 
tax preferences, comprising, apart from lower rates, also exemptions, deferment of payments and 
redemption of tax dues. 

According to the survey, the factors which significantly influence the decision to locate 
the business are organization and quality of investor service in communes. The overwhelming ma-
jority of the surveyed self-governments stated that the matters reported by entrepreneurs were 
mostly dealt with immediately and positively, without unnecessary delay. Such an opinion was 
expressed by over 80% of sampled communes. Slightly over 19% of indications concerned success-
ful dealing with matters, although it brought some delay.

VI. THE EXTENT IN WHICH THE PODKARPACKIE COMMUNES USE PROMOTIONAL 
INSTRUMENTS
The calculated CM values showed the existence of a strong relationship between the communes’ 
expenditure on promotional activities and the dependent variables describing the development 
of entrepreneurship. As far as the location of economic activity is concerned, apart from infra-
structure conditions, tax solutions used and the attitude of commune authorities to external capi-
tal, the aesthetics of the environment and public safety and order in the commune are important, 
being mostly the result of the investment expenditure of the commune on environment protec-
tion. The assessed CM value indicated a strong relationship between the use of this instrument 
and the dependent variables describing the development of entrepreneurship, see Table 5. 
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TABLE 5. CM VALUES DESCRIBING THE RELATION BETWEEN THE INDEPENDENT VARIABLE 
(EXPENDITURE ON PROMOTIONAL ACTIVITIES) AND DEPENDENT VARIABLES  

(DESCRIBING THE DEVELOPMENT OF ENTREPRENEURSHIP).

No Dependent variable CM

1
Total number of entities of domestic economy (public and private sector entities) registered in the 
Polish National Business Registry (REGON)

0.8

2 Jobs taken up in the commune 0.78

3 Number of people who moved into the commune 0.77

4
Number of non-governmental organizations, public benefit organizations and business-related in-
stitutions registered in the commune

0.75

5 Number of people employed in the commune 0.74

6
Number of people taking part in organized trainings or financed from the Employment Office re-
sources aimed at professional activation of the unemployed

0.65

Source: Own elaboration.

Another form of support used by communes, belonging to a wider category of promo-
tional instruments is the establishment of separate organizational units functioning within the 
office, dealing with promotion of the commune and local products, see Table 6. 

TABLE 6. CM VALUES DESCRIBING THE RELATION BETWEEN THE INDEPENDENT VARIABLE 
(ESTABLISHMENT OF A SEPARATE ORGANIZATIONAL UNIT FUNCTIONING WITHIN THE 
OFFICE, DEALING WITH PROMOTION OF THE COMMUNE AND LOCAL PRODUCTS) AND 

DEPENDENT VARIABLES (DESCRIBING THE DEVELOPMENT OF ENTREPRENEURSHIP).

No Dependent variable CM

1 Number of people employed in the commune 0.96

2 Number of people who moved into the commune 0.95

3
Number of non-governmental organizations, public benefit organizations and business-related in-
stitutions registered in the commune

0.95

4
Total number of entities of domestic economy (public and private sector entities) registered in the 
Polish National Business Registry (REGON)

0.95

5 Jobs taken up in the commune 0.83

6
Number of people taking part in organized trainings or financed from the Employment Office 
resources aimed at professional activation of the unemployed

0.72

Source: Own elaboration.

Some surveyed communes confirmed that they used (as an additional instrument sup-
porting entrepreneurship) special programs promoting the commune and its local products. 
Among key components of this program, communes mentioned support in entering new markets 
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for local companies, facilitating location in business support centers in the area of communes and 
helping in making contacts with local entrepreneurs.

In conclusion, we should state that promotion is an economic activity. Therefore the effec-
tiveness of such initiatives is of vital importance. Properly chosen and implemented promotional 
activities may determine the decision concerning location of an investment planned by a compa-
ny, and, as a result, development expansion of the commune and all entities functioning in its area. 

VII. THE SYSTEMATIC PRESENTATION OF POSTULATED SOLUTIONS IN THE AREA 
OF ENTREPRENEURSHIP SUPPORT
The classification of proposed solutions aiming at creating conditions for effective support of en-
trepreneurship concentrates on five areas:

1)	 state legislature; 

2)	 improving effectiveness of using available support instruments by local authorities; 

3)	 possibility of creating and developing business environment institutions in local environ-
ment; 

4)	 building awareness of availability of public aid for entrepreneurs; 

5)	 risk related to realization of PPP projects. 

This division is finished with the modeling of the influence of quantitative factors on the 
effectiveness of activities taken up by the Podkarpackie province commune authorities to support 
the development of entrepreneurship. In order to explain the influence of particular instruments 
of supporting economic initiatives on the development of entrepreneurship in the Podkarpackie 
province, we conducted estimation, verification and analysis of the following linear econometric 
model:

εαααα +⋅++⋅+⋅+= kk XXXY ......22110

where:

−Y dependent variable, 

−kXXX ,......,, 21 independent variables by means of which we want to explain the analyzed 
variable Y,

−ε random element which synthetically reflects all random factors influencing the analyzed 
variable. 

Source: Own elaboration.

As the dependent variable we took the number of economic entities according to REGON 
(National Business Registry).The candidates for independent variables were the instruments of 
supporting entrepreneurship, with reference to which we confirmed the dependence indicating 
a relation between using them and the results of these actions on the development of entrepre-
neurship side. From the ‘catalogue’ of the instruments meeting the above requirement, eleven 
independent variables were selected. Then we conducted an estimation of the linear model pa-
rameters. To do so we used the backward stepwise method, which assumes stepwise elimination 
from the model built with all potential variables those which in a particular step have the least 
significant influence on the dependent variable. In this way we obtained the model consisting 
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of three independent variables, that is: variable −2X  amount of property expenditure of com-

munes (in thousand PLN), variable −4X  using lower than maximum rates of property tax by 

communes (% lowering of the rate) and variable X10 −  expenditure on promotional aims incurred 
by the commune (in thousand PLN). The model took the following from:

( ) ( ) ( ) ( )
2 4 10

80,16 0,01 2,11 0,70

ˆ 81,13 0,22 5,92 10,98Y X X X= + − +

Source: Own elaboration.

Next we conducted the verification of the model. It boiled down to examining three prop-
erties, that is the degree of compliance of the model with empirical data, quality of structural 
parameters and selected properties of remainder distribution. The analysis of adjustment of the 
model to empirical data has shown that it explains 99.2% of variations in the number of economic 
entities. On the basis of the model, relying on the interpretation of ai coefficients, we evaluated the 
quantitative influence of particular explanatory variables on the total number of companies. We 
distinguished the following regularities: 

a)	 increased property expenditure of a commune by one thousand PLN causes the growth of 
economic entities by 0.22 (at unchanged values of other explanatory variables),

b)	 lowering the property tax rate by 1% will cause the increase of 5.92 in the number of eco-
nomic entities (at unchanged values of other explanatory variables),

c)	 increasing commune expenditure on promotion by one thousand PLN will cause the growth 
of economic entities by 10.98 (at unchanged values of other explanatory variables). 

We also evaluated the relative significance of the examined variables in the econometric 
model. The measure of relative significance of explanatory variable Xi in explaining changes of the 
explained variable Y is the coefficient of significance bi defined in the following way (Nowak, 2002):

y
x

ab i
ii = ki ,...,2,1=

Where:

ix  – arithmetic mean of explanatory variable,

y  – arithmetic mean of explained variable,

ia  – value of structural parameter ia  

Source: Own elaboration.
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It should be noted here that greater significance of the coefficient ib  module indicates relative-
ly greater influence of a particular explanatory variable on the explained variable in the model 
(Nowak, 2002). The calculated arithmetic means of particular variables equaled:

  311,1091=y , x2 3946 43= ,   , x4 27 951= , , x10 26 779= ,
On the other hand, the modules of significance coefficients of other explanatory variables 

had the following values:

,796,02 =b ,150,04 =b 269,010 =b
The values of particular coefficients indicate that the amount of property expenditure of a 

commune has the greatest significance in describing the total number of economic entities. The 
weights of two other independent variables (corresponding to instruments of supporting entre-
preneurship used by communes) in the analyzed model are clearly lower, with expenditure on 
promotion exerting more influence on stimulating economic initiatives.

VIII. CONCLUSION AND VERIFICATION OF THE ASSUMED HYPOTHESES
The analysis of the collected empirical material showed the correctness of both the assumed 
main hypothesis and the detailed hypotheses. It confirmed that the instruments of supporting 
entrepreneurship used by local governments affect the development of economic initiatives in 
the surveyed communes. The conducted research confirmed that the scope and type of the ap-
plied instruments depended on both the type and size of the commune, while their effectiveness 
mostly depended on the specificity of applied forms of support.

Municipal communes excelled in using the instruments of supporting entrepreneurship, 
their favorite ones being legal and organizational instruments. The calculated correlation mea-
sures and the analysis based on the significant differences tests confirmed that the instruments 
belonging to this group are of the greatest significance. Moreover, the research proved that in spite 
of more frequent use of income instruments by local government units, expenditure instruments 
had more influence on the development of entrepreneurship. This calls for the reorientation of 
the current solutions for supporting entrepreneurship and concentration on expenditure instru-
ments.

The first hypothesis was fully confirmed by the results of the conducted research. The most 
frequently used instruments of stimulating economic initiatives were income instruments (creat-
ing tax preferences) – nearly 80.9% of communes pointed at this solution. However, in spite of 
such popularity of this solution, the calculated value of CM showed that the influence of lowered 
maximum rates of particular local taxes is much weaker than in case of constructing complex 
systems of tax preferences.

The second detailed hypothesis also proved to be true. On the basis of research results 
and our assumptions, we confirmed the relationship between the state and quality of technical 
infrastructure in a commune and dependent variables describing the development of entrepre-
neurship. Moreover, the verification of the direction of this relation proved that the initiatives 
consisting in building and modernizing infrastructure are a factor determining the development 
of economic initiatives.
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Similarly to those two hypotheses, the third one also turned out to be true. The analysis of the em-
pirical material confirmed the existence of a very strong relationship between the use of expendi-
ture instruments and creation of a commune environment composed of business-related institu-
tions and non-governmental organizations. The calculated correlation measures oscillated around 
the value of CM = 0.95, the dominant feature of this instrument being the long-term influence.

The conducted research also indicated that the use of instruments supporting entrepre-
neurship by local government affected the number of jobs that were taken up and the mobility 
of production means. We also confirmed our assumptions that most communes in the Podkar-
packie province have not developed any special program for supporting entrepreneurship and 
concentrate their activities in this area on constructing investment and development strategies. 
Moreover, the verification of the collected empirical material allowed us to determine that when 
initiating ventures and projects aimed at supporting entrepreneurship, local governments very 
rarely develop separate programs concentrating on selected areas requiring support. The results 
we obtained thus confirmed the correctness of the fourth and the fifth hypotheses.

IX. REFERENCES
Bartik T. J., “Business Location Decisions in the United States: Estimates of the Effects of Unioniza-

tion, Taxes and Other Characteristics of States,” Journal of Business and Economic Statistics 
3 (1985): 14-22. 

Bartik T. J., “The Effects of Environmental Regulation on Business Location in the United States,” 
Growth and Change (1988): 22-44.

Bassanini A., Scarpetta S., “The driving forces of economic growth: Panel data evidence for the 
OECD countries”, OECD Economic Studies No. 33 (2001). 

Bondonio D., ”Do Tax Incentives Affect Local Economic Growth? What Mean Impacts Miss in the 
Analysis of Enterprise Zone Policies,” Center for Economic Studies, Working Papers with 
number (2003), 03-17. 

Bończak-Kucharczyk E., Herbst K., Chmura K., „Jak władze lokalne mogą wspierać przedsiębior-
czość”, Fundacja Inicjatyw Społeczno-Ekonomicznych, Polska Fundacja Promocji Małych i 
Średnich Przedsiębiorstw, Warszawa, (1998): 20-21. 

Brown S., Hayes K. J., Taylor L.L., “State and local policy, factor markets and regional growth,” 
Federal Reserve Bank of Dallas, Working Papers (2002), 02. 

Burdecka W., „Instytucje otoczenia biznesu”, Polska Agencja Rozwoju Przedsiębiorczości, Warsza-
wa, (2004). 

Buss T. F., “The Effect of State Tax Incentives on Economic Growth and Firm Location Decisions: 
An overview of the Literature”, Economic Development Quarterly (2001) 15 (1): 90-105.

Carlino G., Mills E. S., “Do Public Policies Affect County Growth?” Federal Reserve Bank of Phila-
delphia Business Review, July-August (1985): 3-27.

Carlton D., “The Location and Employment Choices of New Firms: An Econometric Model with 
Discrete And Continuous Endogenous Variables,” Review of Economics and Statistics, No 
65 August (1983): 440-449. 

DePaulo P., “Sample size for qualitative research. The risk of missing something important”, Quirk’s 
Marketing Research Review, December, (2000). 



THE INSTRUMENTS OF STIMULATING ENTREPRENEURSHIP BY LOCAL GOVERNMENT UNITS (LGU’S) 145

Economic Research, Vol. 26 (2013) No. 4 (127-146)

Dziemianowicz W., Mackiewicz M., Malinowska E., Misiąg W., Tomalak M., „Wspieranie przed-
siębiorczości przez samorząd terytorialny”, Polska Fundacja Promocji i Rozwoju Małych i 
Średnich Przedsiębiorstw, Warszawa, (2000): 9-11.

Engen E., Skiner J., “Taxation and Economic Growth” [in:] “Tax Policy in the Real World”, Cam-
bridge University Press, (1999).

F. van de Boel, „Nie ma samorządności bez strategii rozwoju”, Rynek Kapitałowy (2003), No 5; 
93-94.

Foeller A., „Lokalni Partnerzy”, Fundacja im. Friedricha Eberta, Stowarzyszenie Szkoła Liderów, 
Wydawnictwa Przemysłowe WEMA Sp. z.o.o., Warszawa, (2003).

Folster S. Henrekson M., “Growth Effects of Government Expenditure and Taxation in Rich 
Countries”, Research Institute of Industrial Economics Working Papers (1998), No. 503. 

Geisler R., Koćwin P., „Partnerstwo samorządów w perspektywie integracji Polski z Unią Euro-
pejską”, [in:] A. Harańczyk (editor), „Samorząd terytorialny. Zadania, gospodarka, rozwój”, 
Wyższa Szkoła Przedsiębiorczości i Marketingu w Chrzanowie, Chrzanów, (2001): 127-130.

Holmes T. J., “The Effect of State Policies on the Location of Manufacturing: Evidence from State 
Borders,” Journal of Political Economy, University of Chicago Press, (1998), vol. 106 (4). 

Kamiński R., „Stymulowanie rozwoju gospodarczego”, Agencja Wydawniczo-Reklamowa MT, 
Warszawa, (2003): 18-21. 

Kłosowski S., Adamski J., „Czynniki wpływające na lokalny rozwój gospodarczy”, [in:] D.C. Wa-
gner (editor), „Strategie rozwoju gospodarczego miast i gmin”, Municypium, Warszawa, 
(1999): 8-9. 

Leach G., “The negative Impact on Economic Growth”, REFORM, London, (2003): 9-11. 

Leibfritz W., Thornton J., and Bibbee A., “Taxation and Economic Performance”, OECD Econom-
ics Department Working Papers (1997), No. 176.

Levine R., Renelt D., “A Sensitivity Analysis of Cross – Country Growth Regressions”, The Ameri-
can Economic Reviev, vol. 84, No 4, (1992): 942-963.

Mendoza E., Milesi – Feretti G. M., Asea P.,” On the ineffectivness of tax policy in altering long-
run growth: Herberger’s superneutrality conjecture”, „Journal of Public Economics, (1997), 
No 66.

Mendoza E., Milesi-Ferreni G.M., Asea P., “On the Ineffectiveness of Tax Policy in Altering Long-
Run Growth: Harberger’s superneutrality Conjecture”, CEPR Discussion Paper  April (1996), 
No. 1378. 

Nowak E., „Zarys metod ekonometrii”, PWN, Warszawa, (2002): 62-68. 

Noworól A., Dąbrowska K., „Instrumenty lokalnego rozwoju gospodarczego”, Rynek Kapitałowy, 
No 1, (2003): 64-66. 

Okraszewska A., Brzeziński I., Kwiatkowski J., „Lokalny rozwój gospodarczy w kontekście wstą-
pienia Polski do Unii Europejskiej”, Fundacja Rozwoju Demokracji Lokalnej, Warszawa, 
(2002). 



THE INSTRUMENTS OF STIMULATING ENTREPRENEURSHIP BY LOCAL GOVERNMENT UNITS (LGU’S)146

Tomasz Wołowiec, Tomasz Skica

Papke L. E., “Interstate Business Tax Differentials and New Firm Location: Evidence From Panel 
Data”, Journal of Public Economics (1991), 45(1): 47-68. 

Szewczuk A., „Czy polski system wspiera rozwój lokalny?” [in:] A. Pomorska (editor), „Kierunki 
reformy polskiego systemu podatkowego”, UMCS, Lublin, (2003).

Wagner D.C. „Strategie rozwoju gospodarczego miast i gmin”, Municypium, Warszawa, (1999): 
8-9. 

INSTRUMENTI STIMULACIJE PODUZETNIŠTVA OD STRANE  
LOKALNIH JEDINICA UPRAVE

SAŽETAK

Ovaj rad dijagnosticira korištenje instrumenata koji podupiru poduzetništvo od strane općina u 
Podkarpatskoj regiji. Osnovni problem istraživanja je formuliran kako slijedi: Utječu li instrumenti 
potpore poduzetništva koje koristi samouprava na razvoj ekonomskih inicijativa na području 
istraženih općina? To smo istražili na dva polja. Prvo se usredotočuje na trenutačno stanje i anal-
izira kvalitetu i smjer radnji poduzetih od strane općinskih vlasti kako bi se podupre ekonomske 
inicijative te njihove rezultate. Drugo pokušava ukazati na rješenja vezana za razvoj poduzetništva 
i instrumente koji osiguravaju njegovu stimulaciju. Rezultati provedenog istraživanja omogućuju 
nam procjenu efikasnosti instrumenata potpore poduzetništvu koje koriste lokalne jedinice up-
rave. Glavni zaključak koji proizlazi iz istraživanja je da korištenje fiskalnih instrumenata ne čini 
najjači čimbenik za određivanje lokacije ekonomske aktivnosti. Ispostavlja se da je korištenje 
poreznih oblika potpore ovisno o ekonomskoj situaciji mnogo manje bitno od korištenja rješenja 
kao što su poboljšanje stanja infrastrukture, odabir lokacija za ulaganje, najam općinske imovine 
za ekonomsku aktivnost, stvaranje zalihe kapitala kao što su kreditni fondovi, kao i implementacija 
organizacijskih promjena koje streme ka boljoj efikasnosti rada uprave. Istraživanje je dokazalo do-
brobiti fiskalnih preferenci ali je dokazalo i da je umjereni iznos komunalnih doprinosa značajniji 
čimbenik od korištenih poreznih preferenci, često povezan s trenutnom ekonomskom situacijom. 
Zaključci do kojih smo došli eksplicitno i negativno potvrđuju uvjerenje da je smanjenje poreznog 
opterećenja jedini učinkovit alat za stimulaciju poduzetništva kojeg na raspolaganju imaju jedinice 
lokalne uprave.

Ključne riječi: poduzetništvo, ekonomske inicijative, stimulacija, razvojne strategije, ulaganje
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