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Introduction
Little is still known about which local policy instruments are conducive to entrepreneurship
proxied by creation of new businesses, and this is the area of research, where this work aims
to make a contribution. We assess a range of local policy instruments, based on original data
collection from a random sample of Polish communes (the lowest level of local authorities).
This task is completed in two stages. The first stage relates to the development of a
questionnaire survey, which then, after pilot testing, was utilised to gather information from
randomly selected sample of Polish communes. In the second stage, we merged our survey
data with that obtained from generally accessible data on communes held by the Central
Statistical Office. Based on this, we next conducted a series of econometric estimations, in
which the dependent variable took the form of natural logarithm of the number of newly
registered companies divided by the number of inhabitants of the commune. We were
interested not only in the question about the relative correlation of the various local policy
instruments supporting entrepreneurship, but also in investigating more specific questions
on how alternative instruments correlate with entrepreneurship in various sectors of activity,
including among others, those characterised by presence of intensive knowledge; we also
explored whether the individual instruments are equally important in communes with low
and high levels of entrepreneurship.
The broader research perspective, which motivated our data gathering and statistical
estimates was the clash of two different concepts of development, a policy controversy,
which can be detected at all levels of government: at the country level, but also at the local
level. One of these development concepts is a technocratic vision, in which the executive
power at various levels controls business processes, addressing the policy instruments
directly to producers and traders. The second concept is a development model that is based
on the appreciation of the role of social and economic self-organization. Here, the policy is of
a more indirect nature and assumes that value creation by businesses is strong where the
citizens are strong, therefore the proper realm of policy makers is to support and not to direct
them (Easterly, 2013).
Historically, the latter approach has never been revealed more widely in the tradition of
Central and Eastern Europe including Poland, nevertheless some of its elements were
implemented in practice, especially, after the fall of the Soviet system in 1989, during the
period of the Third Republic, when the reforms led to the decentralization of territorial
authority. But understanding that there is an alternative for a strong centralized authority
controlling the economic actors originated elsewhere. It was Alexis de Tocqueville, analysing
the emerging American democracy, who argued that no nation will remain strong for long if
its citizens are weak, and emphasized that the dynamism of American business is directly
linked with the ability to self-organization and with emergence of bottom-up co-operation,
carried out in the immediate vicinity of those involved, at the local level (de Tocqueville (2005
[1835-1840])). The modern version of this approach introduces the concept of social capital
(Coleman, 1988) and stresses its transfers from the social sphere to the economic sphere and
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from the civic activity to entrepreneurship (Estrin et al., 2013); this feature of social capital is
given a label of appropriability (Adler and Kwon, 2002).
However, as already mentioned, this development model clashes with the approach that
either do not appreciate the role of social and political self-organization, or even considers
the latter as an obstacle to effective, direct influence of the government on the economy.
Such a technocratic, or in some cases outright authoritarian development model remains
popular, despite the fact that the assertion of its effectiveness is not confirmed by empirical
data (Easterly, 2013). This discussion is now becoming important again in Europe because
there are strong emerging political trends towards centralization and this is reflected by
governments actively limiting the field of social self-organization. At the time of writing,
Russian experiences in this field are put into practice in Hungary1, and in turn for the party
that won the elections in Poland in the autumn of 2015, it is the Hungarian model that remains
the declared institutional choice to be implemented. The issue that the supporters of such a
path of development do not seem to appreciate is that the dynamic economic activity cannot
be separated from active citizenship. It is not a coincidence that during the first twenty-five
years after the fall of communism, Poland has been distinctive in the Central European region
with its decentralized structure of government, and also with strong entrepreneurship; while
the situation in Russia was exactly the opposite (Aidis et al., 2008; Estrin and Mickiewicz,
2011).
This is the broader context of our study. As we show below, where local authorities see their
role as an auxiliary in supporting independent social self-organization - both of economic as
of non-economic nature - there are strong results in the form of activity of entrepreneurs. All
this emerges as even more important, if we consider that entrepreneurial activity is gaining
significance in the modern economy (e.g. Baumol et al., 2007). Countries that are in the phase
of extensive growth, or resources based, can rely on developing basic industry, which is
somewhat easier subjected to the logic of centralization. However, the transition to a modern
economy, and therefore the economy with high added value, requires a different model of
government. Innovation becomes critical. Yet, the assumption that it is possible to generate
innovation based on centrally planned government-strategy does not work in practice. The
technocratic-authoritarian model of government does not match the requirements of a
modern economy and this mismatch may correspond to the so-called middle-income
development trap (e.g. Kehoe and Ruhl, 2010). Yet to understand what course of action of
the government works in practice, we need to start from the local environment, and therefore
the communes: focusing on the local environment, in which citizens decide whether or not to
develop their own business, or refrain from doing so.
We will now proceed to discuss the way in which we obtained new empirical data. Then we
will discuss the methodology of our econometric tests, the results received and the main
conclusions we have produced
1

See for example a review of the situation in Hungary and of hostile activities targeting independent, nongovernmental organisation, in „Washington Post” available at
<<https://www.washingtonpost.com/world/europe/hungary-taking-aim-at-ngos-and-criticssaydemocracy/2015/02/22/c1247998-b134-11e4-bf39-5560f3918d4b_story.html>>.
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Policy instruments supporting entrepreneurship: survey of communes
Empirical data has been generated via an online survey of 731 communes, which were randomly
selected (from among the overall number of 2,478 Polish communes). After random drawing of
communes, we identified relevant email addresses and telephones of local officials. We first
established contact by email and then sent repeated reminders in the same form. Where no reply with
answers to our questions was received, we contacted the communes by telephone and implemented
the survey this way. Generally, the survey was met with great good will by local government officials
and the vast majority of our queries resulted in completing the questionnaire, albeit in some cases
after repeated attempts. Proper care was shown in responding, and a number of officials asked for
clarification when in doubt on particular questions. We contacted 886, and collected 731 sets of
answers, that is 82.5%. Only a minority of officials informed us they have no interest in the survey,
and in all other cases we persisted in collecting the information we needed. The survey was conducted
in August-October 2015. The problem, however, turned out to be the volume of missing answers for
specific questions: very high response rate was not matched by completeness. Moreover, the
missingness was spread evenly across questions. This is good news from the randomness in
distribution of missing values point of view, but bad news from the point of view of complete
observations we could use in regressions based on any larger number of explanatory variables. For
this reason, in the typical estimations presented below, we use about 30% of the observations; that is
those where we encountered a full set of answers on all matters of interest for us.
Full text of the survey questionnaire is presented as an annex to this paper, in the hope that its
fragments or the whole could be of use to other researchers to expand, and verify our results in
different contexts. The initial part of the survey (A) identifies the commune, which we needed to
create linkages with the Bank of Local Data available from Central Statistical Office, from where we
draw additional variables, external to the survey. Then we move on to the main part that defines the
policy profile of the communes. The first of these parts (B) refers to the elements of the strategy,
zoning plan, and to preparation of land for investment. Next, Part C presents a series of detailed
questions that allowed us to understand the form and scope of cooperation, contacts, and information
flows between communes and entrepreneurs. In turn, Part D is dedicated to financial tools to
stimulate entrepreneurship. In Part E, we asked about promotional activity of communes and activities
oriented on search of investors and of external funds. Next, we examined the extent to which
communes support non-governmental organizations (Part F). The last two parts of the questionnaire
relate to the non-financial forms of cooperation with the non-governmental organizations (G) and to
civic participation (H).

The design of policy indicators we expect to be associated with the formation of new companies
We will now discuss the way we built our explanatory variables on the basis of survey questions. The
first dimension of interest is an approximate value of the percentage of area of commune intended
for economic activities as defined by the zoning plan. This variable is based on the survey question B4
(see Appendix) and in the tables below, which present results obtained from regressions, the
corresponding variable is marked as Zoning: economic areas (%).
The second dimension of communes’ policies concerns the scope and manner of informing citizens
about the possibilities of financing their economic activities, including EU funds. Question C2 of the
survey lists five such channels of information; and based on this question we constructed a variable in
a form of an aggregate scale, where one point is added for each positive response to these categories.
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Using Cronbach Alfa we verified that this scale yields a very high reliability coefficient, at 0.89. The
resultant variable is called Information on financing. In this and in the next cases, the construction of
scales is also motivated by the view emphasized in the literature: it is not the individual actions of the
authorities, but only bundles of related activities that effectively impact on entrepreneurship (Storey,
2006).
The next variable concerns the availability of training courses for those in the community who wish to
become entrepreneurs; this is based on answers to the question C3 of the survey (see Appendix). A
positive answer to this question was coded as one, which resulted in a dummy variable, which we
simply labelled as Training.
The next dimension which we took into account relate to the presence of local economic
organizations. Question C4 lists seven categories of such organizations and asks for each of these
categories if the corresponding organisations exist in the community. Proceeding as before, we coded
positive responses as one and added all items together to form a unified scale, which - based on the
coefficient of Cronbach Alfa - has a high level of reliability (0.85).
However, in this case we encountered an additional problem. Because in many communes not a single
economic organization operates, the obtained scale was characterized by a distribution that highly
deviated from normal. For this reason, we applied further data reduction, and finally in the estimated
models, we adopted zero-one variable that takes the value of one if at least one type of business
organizations is present in a commune. This variable is labelled Economic organizations. It is important
for us, because we assume that it represents specific social capital that becomes a resource to be
drawn upon by entrepreneurs.
Those readers who will be persistent enough to inspect the questionnaire (in the Appendix) may also
notice that given that the incidence of economic organizations is low (as just discussed), it has
implications for the next set of questions, C6-C12, which ask about the frequency of contacts between
commune officials and economic organizations. Given, that economic organisations were present in
minority of communes, the questions raised little relevant information; with a benefit of hindsight,
adding them to the questionnaire was spurious.
The next question, C13 asks whether in the commune, there are points of service for companies,
offering legal, financial and accounting, or other advice. Based on the responses, the corresponding
variable is built as a dummy, taking the value of one for positive answers (Advice for entrepreneurs).
Position C14 in the questionnaire asks whether in the commune, private companies participate in the
provision of municipal services. As before, a positive answer to this question was coded as one, which
gave us a variable marked as Private communal services.
Similarly, C15 asks whether the commune cooperates with private enterprises in the implementation
of its tasks, but this time the question is about investment processes. Specifically, we inquire whether
the commune implemented or is implementing investments in the form of public-private partnerships.
A positive answer to this question encoded as one gives us the dummy variable labelled Public-private
partnership.
Next we move on to financial policy instruments friendly to business. These include financial
guarantees pledges or commune sponsored loans, preferential tax rates, tax incentives for new
businesses, as well as sale of municipal property to private companies. This is based on questions: D1,
D2 (both components: taxes on means of transport and on property), D4 and D5. Question D3 (other
tax benefits) was omitted, as only one respondent pointed to additional actions not included in other
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questions relating to financial instruments. Based on the responses we again created a scale labelled
Financial instruments, for which the coefficient of Cronbach Alpha indicates a high degree of reliability
(0.85).
Active policy of attracting investors is described by the ten categories of activities that correspond to
the item E1 in the survey questionnaire. Some of these questions relate to actions addressed
specifically to foreign investors and our original intention was to distinguish between supporting and
encouraging either domestic or foreign investors. However, the survey results showed that a
commune conducting an active policy in this area is typically developing it in many directions
simultaneously and if the scale based on this question is broken into two (actions targeting foreign
investors becoming a separate category), this leads to a very high degree of correlation (79%) and
therefore – additionally considering a relatively small number of observations –the problem of
identifying the effects of specific policy tools addressed to foreign investors is difficult to solve.
As a result, all ten categories of activities aimed at attracting investors included in E1 were combined
into one scale, constructed as before. This scale, labelled Attracting investors is again characterized by
a very high degree of reliability based on Cronbach Alpha coefficient (0.92). However, we will have
more to say on the specific role of foreign capital, based on external data from Central Statistical Office
we merged in, see below in the results section.
The survey also included a question on the existence of a special economic zone in the commune.
Variable Economic zone takes the value of one for those communes where such a zone exists (question
E3).
Last but not least, we have a variable that concerns support for the community and cooperation with
non-governmental organizations. It was based on eight categories that make up the survey question
F2 and the four categories of questions in the survey instrument G2. As before, we created a scale
that adds positive responses from each of the twelve categories coded as one. Again, relying on
Cronbach Alfa, we found a very high level of reliability of the scale (0.97). This scale has an important
role in our empirical tests as it captures well the orientation of the commune on the free model of
socio-economic development (Easterly, 2013), compared to the centralized model; this is the contrast,
which is consistent with the distinction we made above in the introduction. In relation to this variable,
we use the label Support for civic organizations.
Other survey questions, and in particular questions from group H (civic participation) were not used
in econometric models mainly due to the large number of missing answers.
As mentioned above, the matrix of explanatory variables was supplemented by additional indicators
based on Bank of Local Data (BDL) that comes from the Central Statistical Office. We utilised three
additional variables.
First, we were interested in impact of the density of already operating foreign business entities,
engaged in economic activities. The number of such foreign entities had been divided by the
population and next transformed into the natural logarithm. This last operation was dictated by the
desire to improve the distribution of this variable, which when in the original form differed
significantly from the conditions of normality. Moreover, given that the dependent variable is also in
the logarithmic form, it allows interpretation of the obtained regression coefficient as the coefficient
of elasticity. In order to minimize the possible endogeneity problem (in this case: simultaneity), the
data for that variable was taken from the year preceding data for our dependent variable. This variable
is called Foreign firms.
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The second control variable derived from the BDL database is the population density of the commune.
The motivation for the inclusion of this variable draws from the literature which highlights strong
relationship between entrepreneurship and urbanization (e.g. Audretsch and Keilbach, 2004). Again,
to make the distribution of this variable closer to a normal distribution we used the natural logarithm.
We labelled it Population density.
Entrepreneurship is also strongly conditioned by the age structure. To include this dimension in our
model in the matrix of explanatory variables, we introduced the share of population at retirement age
in the total population (Post-working age population).
This exhausts our list of explanatory variables. As already explained, our dependent variable is the
level of entrepreneurship in the commune measured by the ratio of newly registered companies to
the number of inhabitants. Again, to make the distribution of this variable closer to the normal
distribution, we converted it into natural logarithms. In addition, after the transformation, we looked
further at presence of extreme values (outliers as conventionally defined beyond the outer fence
defined by interquartile range). For the entire Polish sample we identified several such values, but
none of them appeared in the group of communes drown for our survey that had complete set of
observations usable in regressions.
Estimation strategy
The main set of results is presented in Table 1 below. Model 1.1 was estimated using a simple method
of least squares, except that the standard errors were grouped according to counties, to take account
of possible spatial correlation in factors affecting local entrepreneurship. In Model 1.2, the same
problem of spatial interdependency is solved in another way: by adding random effects at the level of
counties, that is by multi-level estimation. Model 1.3 is further enhanced by adding the random effects
at the higher subregional level. Both Model 1.2, and the most extensive Model 1.3 allow us to reject
the hypothesis of convergence of these multilevel models with a simple regression (the difference
being significant at a level below 0.05). Discussing the results, we should therefore pay particular
attention to the Model 1.3, as both additional layers of effects (at county, and at subregion levels) are
justified.
Other tables show the results of tests that extend our research in three directions. Table 2 maps the
logic of Table 1, except with respect to the presence of foreign capital. We now distinguish between
the effects on the commune level and on the county level, in order to better understand the structure
of spatial relations. What we achieve is differentiating between the effect on entrepreneurship of the
presence of foreign companies in the same neighbourhood that is in the same commune, and the
effect of their presence in the vicinity: in the county in which the given commune is located.
Next, Table 3 shows the results of estimation of quantile regression estimated in two points of the
distribution of the dependent variable: for communes with low levels of entrepreneurship (the point
at which 1/3 of the communes of our distribution has a lower level of entrepreneurship, and 2/3 of
communes are located above; Model 3.1); and for communes with high level of entrepreneurship (the
point at which 2/3 of the communes in the distribution of our random sample has lower
entrepreneurship, and 1/3 of communes have a higher entrepreneurship; Model 3.2). These two
models correspond to the question whether the factors which are responsible for emergence of new
businesses are the same where the volume of business creation is low compared to the communes
where the volume of business creation is high.
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The last of the econometric experiments concerns sectoral breakdown. Here our goal was to
determine if factors affecting entrepreneurship are similar for various industries. This corresponds to
a set of models, for which the dependent variables are now defined by the creation of new companies
in alternative sectors of economic activities.
However, in order to accomplish the latter task reliably, we first had to classify the activities,
combining those that having a similar profile of the spatial distribution. For this purpose, as a
preliminary step we have made use of factor analysis, in which a set of variables analysed referred to
the newly established companies over the number of population, now split into the individual sections
of economic activity, defined by the divisions in 2007 version of Polska Klasyfikacja Działalności (PKD).
This factor analysis was conducted on the set of all Polish communes within BDL dataset, using the
method of maximum likelihood. Based on the result of this analysis, we took into account the first five
obtained factors, and in these in turn we took into account the economic activity sections with the
weights in individual factors above 0.33. That produced our desired wider sectoral groupings. We
added numbers of emerging companies in different sections corresponding to a given factor we
received. As before, dividing by population, and taking a natural logarithm, we received our new
variables of interest.
It should also be noted, that following the algorithm just discussed, in effect we did not used all
sections of economic activity; but as it turned out, those that did not fit any groupings, corresponded
only to a small percentage of newly established companies, so that had little impact on results. We
now discuss all obtained categories one by one.
The first of the categories thus identified corresponds to just one but a large section of activity (G in
PKD classification) and refers to Trade.
The second category obtained is a large group consisting of eight sections of PKD (J, K, M, N, P, Q, R,
S). It involves information and communication, financial activities, scientific and technical activities,
administration and support of business, education, health care and social care, culture and recreation,
and "other services". We labelled this category as Modern services.
What was interesting from the point of view of further analysis, is that the profile of the next (third)
factor obtained suggested further breakdown of the category of modern services just defined into two
subgroups. Thus, in the third factor we extracted, sections J and M both received high positive weight,
and sections Q, R and S came together with the opposite sign. Based on these results, therefore, we
singled out two further sub-categories:
• Services based on knowledge (information and communication, professional, scientific and
technical), and
• Medical, social, cultural services (health and social services, culture and recreation; other services).
Subsequent category is made up of sections C and F that is manufacturing in conjunction with
construction. We labelled it Industry and construction.
The last category related to the Hospitality services: accommodation and food services (Section I of
PKD classification).
The results of estimation of variables corresponding to the creation of new businesses in these six
separate groups of the above activities are presented in Table 4. The estimation was again applied
utilising a multi-level estimator that takes into account the random effects, both at the level of
counties and at the level of sub-regions.
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Results: basic models
Estimations presented in Table 1 strongly suggest that the promotion of social self-organization plays
a key role as a factor of entrepreneurship. Among the three dimensions of the policy of communes,
which proved to be significant, two relate to this dimension. Both the local economic organizations as
well as support by communes and their cooperation with non-governmental organizations translate
into a higher level of entrepreneurship. Active citizens are also those that are economically active.
Hence the link.
The remaining aspect of municipal policy that is significantly correlated with entrepreneurship is the
active policy of attracting investors, which corresponds to the catalogue of the ten direction of policy
action described in Question E1 of the survey. Recall that these activities include the wider marketing
of the commune geared both to domestic and foreign investors, assistance in finding land premises
and training staff, or individualised service at registration. The more action along these directions, the
higher effect on local entrepreneurship.
In addition to factors directly related to the activities of the commune, the two strongest partial
correlations with entrepreneurship relate to the population density (positive impact, as expected),
and to the demographic structure (the share of post-working age group correlates negatively, again
as expected). Interestingly, the Models 1.1 and 1.2 suggest that the presence of foreign business has
significant positive impact, but this result disappears in the Model 1.3, with the introduction of more
precise structure of spatial effects.
Following this path we tried to better understand the logic of the relationship between the foreign
capital and the local entrepreneurship, which according to the results in Table 1 seems to be unclear.
Comparison of the results of Model 1.3 with 1.1 and 1.2 suggests that there are certain neighbourhood
effects, because adding the structure of spatial effects 'takes away' the significance of variable
representing foreign capital.
To better explore this issue, we complemented our model with the variable representing the presence
of foreign capital at the county level, placing this additional indicator next to foreign capital presence
at the commune level. The results of the estimation are presented in Table 2.
What we obtained seems interesting. It turns out that the optimal positions from the point of view of
entrepreneurship correspond to the locations where foreign capital is present in close proximity yet
not in the same commune. Both of the coefficients representing foreign capital are now highly
significant, but the one for the variable at the county level has a positive sign, and one for the
commune a negative sign. However, the cumulative effect of the presence of foreign capital on local
entrepreneurship is undoubtedly positive: a positive coefficient for the county in which the commune
is located is two times higher than the negative one of the commune.
We do not have enough empirical data that would allow us to determine the exact mechanism behind
these results. But perhaps it is a mixture of negative and positive effects of foreign capital, in which as
we can see the latter prevail. Negative effects may relate to the impact that foreign companies have
(in the short term in particular) on the prices of production factors, labour in particular, but also on
real estate prices, land and others. In turn, the positive effects concern the possibility of co-operation
that a presence of foreign entities creates, often export-related, but also possibility of indirect impact
on demand for various local services.
Table 2 shows another important result. With a more accurate modelling of the effect of foreign
companies, the significance of the variable representing the policy measures aimed at attracting
investors disappears. This does not necessarily imply that the results in Table 1 for this variable were
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misleading, but rather it reflects the problem of collinearity: the impact of an active policy to attract
investors is now absorbed by the variable corresponding to the presence of foreign capital.
At the same time, with respect to social capital, Table 2 highlights yet sharper results than Table 1.
According to Table 2, it is only the presence of economic and social organizations in the commune,
and the cooperation and support of the communes of those that correlate positively with
entrepreneurship.
Results: communes with high and low level of entrepreneurship
Tables 1 and 2 allow us to draw some tentative conclusions about the factors correlated with high
rates of entrepreneurship at the local level. In particular, they point to the important role of social and
economic self-organization. Nevertheless, these conclusions remain at a fairly general level. We are
also interested to answer the questions that are more specific than that. The first direction to extend
the scope of our investigation is to distinguish between policy effects in those communes where
entrepreneurship level is low and those where entrepreneurship level is high. In particular, Table 3
shows the differences between the profile of communes with low and high levels of entrepreneurship
(respectively: Models 3.1 and 3.2), based on quantile regressions.
Equation 3.1 allows us to answer the question about policies that may support entrepreneurship in
communes where the existing level of entrepreneurship is low. The answer we get is that in this type
of communes, the broader range of measures appears to have a significant, positive impact. As in
Tables 1 and 2 (which were based on estimating the mean effect), the role of the economic and social
self-organisation still seems crucial. At the same time, where the level of entrepreneurship is low,
several additional elements play an important role. The share of business-designated areas in in total
area covered by the commune zoning plan now emerges as a strong factor. Both advice for
entrepreneurs and friendly financial instruments play a significant positive role as well. The low level
of local entrepreneurship can also be lifted up both by creating a local economic zone and by the
presence of foreign capital. Overall, it is clear that in contrast to the mean effect, which corresponded
to the previous tables, the policy of communes supporting local entrepreneurship takes on far greater
significance where the level of entrepreneurship is low.
The latter claim is well illustrated by a comparison of the Model 3.2 with the Model 3.1. In contrast,
for communes with a high level of entrepreneurship, the directory of municipal policy tools that have
a significant impact is visibly narrowed. The high level of entrepreneurship can be further increased,
but now the set of instruments that can bring such an effect is shrinking. The role of support for social
and economic self-organisation is still clear - it remains therefore important regardless of the level of
entrepreneurship in the community. But with respect to other instruments, only advisory system for
entrepreneurs and the existence of special economic zones remain relevant. These last two results
are interesting when we compare them with the mean effects in Table 1 and Table 2, where they were
insignificant. This comparison may suggest a non-linearity: setting up special economic zones and
counselling may be important both at low and at high levels of entrepreneurship, but less so at the
average level of entrepreneurship. Note that what we're missing is the exact nature of the advice
services: in practice, advice offered may have a completely different profile in communes with low
and with high level of entrepreneurship, and so this variable can capture heterogeneous commune
policy instruments; this could be yet another explanation of the pattern in results.
The issue of foreign capital looks interesting as well: at the low level of entrepreneurship, it seems to
strengthen entrepreneurship (complementarity). At a high-level of entrepreneurship, foreign capital
might be slowing down further increase in business creation rate (substitution). Although we are not
able to directly examine this, it may be that at a low level of entrepreneurship, the positive effects of
creating demand for both business services as well as those of final demand coming from employees
of foreign companies dominate. In contrast, where entrepreneurship is already high, the negative
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effects of competition and thus higher prices in the markets of production factors prevail. If foreign
companies are superimposed where there is a large scale activity of newly established local
companies, then it is reasonable to expect that this second effect occurs, which supports our reasoning
on this point.
It remains yet to clarify one issue. In the case of quantile regression we obtained significant and
negative coefficients for certain categories of communes’ policies. This puzzling result may follow from
the opportunity costs of such actions: engaging in certain activities by the commune’s administration
can decrease the chances of being involved in others (this is another way to say that there is a
collinearity problem behind this). But it can also be that our results for the quantile regressions are
additionally blurred by the strong position in these model of spatial neighbourhood: regressions in
this case include the fixed effects at the level of counties. Finally and unfortunately, as with the rest
of the models we cannot exclude a possibility of endogeneity (simultaneity): low level of
entrepreneurship may trigger policy response leading to certain policies, explaining negative signs. It
may well be that the problem of endogeneity is amplified as soon as we consider communes with low
level of entrepreneurship: the feedback effect from entrepreneurship to policies may be stronger
there. Al this implies that our quantile regression results should be taken with caution.

Results: different sectors of activity
The second extension of our results concerns entrepreneurship classified into different sectors of
activity. For various reasons, the commune may be interested in enhancing a specific type of activity,
and we also know that the different categories of activities also differ with respect to their added
value and, therefore, sectoral differences also imply differences in the productivity of emerging new
ventures. The regression results presented in Tables 4a and 4b correspond to models, for which
formation of new companies is segmented by groups based on the categories of activity described
above. As we will see, alternative municipal policies are associated with entrepreneurial entry rates
into different types of activities.
First, for trade activities (Model 4.1), we simply find that the policy of communes does not matter.
Trade is a common and typical direction for new economic activity, being responsible for the basic
needs of the consumer and therefore here the new firms’ creation is not sensitive to what communes
do.
In turn, for services related to hospitality (hotels and restaurants) the financial instruments gain
significance. The presence of foreign entities in the commune is important here as well. Financial
dimension is probably more important for the hotels than for catering and restaurants, due to the
larger scale of required investment. Similarly, foreign capital can help overcome financial barriers, but
it can also be associated indirectly with the demand for hospitality services, due to the fact that the
scale of the latter will be correlated positively with the openness of the community and the influx of
visitors. But we are not able to determine the precise mechanism that is behind the correlation
between foreign capital and entry into hospitality services due to data limitations.
Third, construction and particularly manufacturing are important sectors, given the likelihood that
new firms in those categories represent high added-value and may trigger wide positive local spillover
effects. It is with respect to this category that we see significant influence of social self-organization,
both in its economic dimension and in relation to civil society. Another important factor relates to
opportunities of public-private partnerships in investments offered by the commune, which may
affect the construction industry in particular. The results clearly mirror that.
Next, we move to the category we described above as modern services (Table 4b). On the basis of the
model 4.4, we see that, as in relation to the industry, the key role is again played by social capital in
both its aspects - economic and civic. In addition, here it is important for communes to actively focus
on attracting investors. Therefore, the results reflect exactly what we received in relation to the mean
effects for all categories of businesses in Table 1. It could suggest that it is variation in entry rates in
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modern services that explain to significant extent the overall variation in entry rates. Hence similarity
in the pattern of coefficients.
Additional, interesting results are obtained after breaking the category of modern services into two
sub-groups: the intensive knowledge services, and the medical social and cultural services, according
to the division which we have described above.
In the case of services that are based on intensive knowledge, the key role of foreign capital is clear.
This is an important result, which shows that foreign investment is a critical channel for the transfer
of modern knowledge and it stimulates rather than displace local entrepreneurship in the advanced,
modern sector of the economy.
In the case of medical social and cultural services significant gains in entrepreneurship result from
policies of communes based on offering opportunities for private provision of municipal services. This
creates a market for these services for private companies and therefore supports their development.
Conclusions
Based on the results, we conclude that the local administration can play an important role in
stimulating local entrepreneurship. What is more, depending on the objectives which the
administration pursues, and on the profile of existing entrepreneurship activity, a different set of
policy actions can be the most effective one. Where entrepreneurship is low, one should start with
elementary matters such as zoning plan friendly for business. Where entrepreneurship is already high,
for its further stimulation, items such as specialized counselling are growing in importance.
The common denominator however is the concept of local development based on the principle of
subsidiarity. The authorities should not replace social self-organization, but support it. This applies not
only directly to business organizations but also to purely social and civic self-organisation. It is
interesting also that the role of economic self-organisation is particularly significant for the two
categories of economic activity, which both can independently play a key role in local development:
industrial manufacturing and modern services. As accentuated by Audretsch (2015) there is more than
one possible profile of entrepreneurship-driven local economy.
The key to our approach is the belief that strong citizens are enterprising, and they underpin the
strength of the state; the role of the latter is to support cooperation amongst citizens, and not to
replace it. In other words, enhanced contacts, public confidence and the ability to cooperate is
developed in the environment where independent power of the civic and social self-organisation is
strong. This in turn creates a basis for economic initiatives, as had been understood by the Alexis de
Tocqueville, when he watched the origins of democracy in the country which in the 20th century grew
into the strongest economic power in the world.
The second important conclusion of our research concerns the openness to the international economy
and to foreign investment in particular. Here the picture is complicated as for the local enterprise,
foreign capital has both negative effects (competition in the market of production factors and
therefore their higher prices) and positive effects (creating demand, both directly by the possibilities
of cooperation, and indirectly). From the results we have received however, we conclude that the
positive effect prevails. In addition, foreign capital plays a particularly positive role in the business
activity category related to the high-knowledge content; hence its key role from the standpoint of
long-term development strategy.

Table 1. Determinants of entrepreneurship (new firms creation) in Polish communes
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Zoning: economic areas (%)

Information on financing

Training

Economic organisations

Advice for entrepreneurs

Private communal services

Public-private partnership

Financial instruments

Attracting investors

Special economic zone

Support for civic organizations

Foreign firms

Population density

Post productive age population

Constant

(1.1)

(1.2)

(1.3)

0.001

0.001

0.001

(0.001)

(0.001)

(0.001)

-0.016

-0.017

-0.018

(0.017)

(0.017)

(0.017)

-0.009

-0.019

-0.017

(0.043)

(0.041)

(0.041)

0.127*

0.127**

0.121**

(0.053)

(0.044)

(0.044)

0.033

0.038

0.033

(0.045)

(0.043)

(0.043)

0.024

0.004

0.012

(0.053)

(0.046)

(0.045)

0.066

0.066

0.069

(0.054)

(0.056)

(0.055)

0.001

0.003

0.003

(0.014)

(0.015)

(0.015)

0.030**

0.024*

0.027**

(0.011)

(0.010)

(0.010)

-0.018

-0.007

-0.006

(0.050)

(0.046)

(0.046)

0.017*

0.018**

0.017**

(0.007)

(0.006)

(0.006)

0.047*

0.036*

0.028

(0.018)

(0.017)

(0.017)

0.072**

0.070***

0.070***

(0.022)

(0.017)

(0.017)

-3.300***

-3.418***

-3.528***

(0.848)

(0.740)

(0.747)

-4.767***

-4.781***

-4.807***

(0.170)

(0.155)

(0.156)
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Standard deviation among subregions

0.095
(0.041)

Standard deviation among counties

Standard deviation among communes

R squared

0.384

Number of communes

213

Number of counties
Number of subregions

0.168

0.132

(0.037)

(0.056)

0.212

0.216

(0.024)

(0.026)

213

213

153

153
56

Notes: standard errors in parentheses; *** p<0.001, ** p<0.01, * p<0.05, + p<0.10; Model 1.1
estimated using OLS with standard errors clustered on counties; Model 1.2 has random county effects
added; Model 1.3 has both random country effects and random subregions effects; Model 1.2 and 1.3
are estimated using maximum likelihood.
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Table 2. Determinants of entrepreneurship: effects of foreign capital separeted between commune and
county

Zoning: economic areas (%)

Information on financing

Training

Economic organisations

Advice for entrepreneurs

Private communal services

Public-private partnership

Financial instruments

Attracting investors

Special economic zone

Support for civic organisations

Foreign firms (commune)

Foreign firms (county)

Population density

(2.1)

(2.2)

(2.3)

0.001

0.001

0.001

(0.001)

(0.001)

(0.001)

-0.018

-0.019

-0.019

(0.016)

(0.016)

(0.016)

-0.001

-0.012

-0.012

(0.042)

(0.040)

(0.040)

0.125*

0.122**

0.121**

(0.049)

(0.043)

(0.043)

0.014

0.020

0.016

(0.044)

(0.042)

(0.042)

-0.011

-0.028

-0.025

(0.046)

(0.044)

(0.044)

0.038

0.047

0.049

(0.050)

(0.054)

(0.054)

0.000

0.000

0.001

(0.015)

(0.015)

(0.015)

0.018

0.014

0.015

(0.011)

(0.010)

(0.010)

-0.059

-0.046

-0.045

(0.048)

(0.045)

(0.045)

0.017*

0.017**

0.016**

(0.006)

(0.006)

(0.006)

-0.071*

-0.082**

-0.081**

(0.032)

(0.029)

(0.029)

0.178***

0.181***

0.178***

(0.036)

(0.037)

(0.037)

0.035

0.032+

0.033+

(0.023)

(0.018)

(0.018)
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Post productive age population

Constant

-3.342***

-3.379***

-3.431***

(0.830)

(0.701)

(0.705)

-3.712***

-3.705***

-3.727***

(0.246)

(0.265)

(0.267)

Standard deviation among subregions

0.054
(0.053)

Standard deviation among counties

Standard deviation among communes

R squared

0.449

Number of communes

213

Number of counties
Number of subregions

0.138

0.123

(0.038)

(0.051)

0.213

0.215

-0.214

(0.023)

213

213

153

153
56

Notes: standard errors in parentheses; *** p<0.001, ** p<0.01, * p<0.05, + p<0.10; Model 1.1
estimated using OLS with standard errors clustered on counties; Model 1.2 has random county effects
added; Model 1.3 has both random country effects and random subregions effects; Model 1.2 and 1.3
are estimated using maximum likelihood.
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Table 3. Determinants of entrepreneurship, quantile regressions: Model 3.1 for 33%; Model 3.2 for 67%

Zoning: economic areas (%)

Information on financing

Training

Economic organisations

Advice for entrepreneurs

Private communal services

Public-private partnership

Financial instruments

Attracting investors

Special economic zone

Support for civic organizations

Foreign firms

Population density

Post productive age population

Constant

(3.1)

(3.2)

0.002***

-0.000

(0.000)

(0.000)

-0.015*

-0.030***

(0.006)

(0.007)

-0.055***

0.009

(0.015)

(0.017)

0.148***

0.068***

(0.015)

(0.017)

0.112***

0.125***

(0.014)

(0.016)

-0.161***

-0.013

(0.016)

(0.018)

-0.111***

0.039

(0.022)

(0.025)

0.028***

-0.005

(0.006)

(0.007)

-0.008*

-0.003

(0.004)

(0.004)

0.128***

0.100***

(0.016)

(0.018)

0.022***

0.023***

(0.003)

(0.003)

0.066***

-0.064**

(0.016)

(0.018)

0.120***

0.100***

(0.009)

(0.010)

-6.062***

-8.962***

(0.317)

(0.355)

-4.825***

-4.469***
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Number of communes

(0.082)

(0.092)

213

213

Notes: standard errors in parentheses; *** p<0.001, ** p<0.01, * p<0.05, + p<0.10; both models
include fixed county effects, these are not reported in the table to save space.
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Table 4a. Determinants of entrepreneurship in different sectors of economic activity

Zoning: economic areas (%)

Information on financing

Training

Economic organisations

Advice for entrepreneurs

Private communal services

Public-private partnership

Financial instruments

Attracting investors

Special economic zone

Support for civic organizations

Foreign firms

Population density

Post productive age population

(4.1)

(4.2)

(4.3)

Trade

Hospitality

Industry and
Construction

0.001

0.001

0.001

(0.002)

(0.002)

(0.001)

-0.017

-0.009

-0.002

(0.027)

(0.045)

(0.023)

-0.009

0.119

0.022

(0.065)

(0.107)

(0.057)

0.057

0.064

0.104+

(0.070)

(0.120)

(0.061)

0.058

-0.015

0.006

(0.069)

(0.113)

(0.059)

0.112

0.158

-0.070

(0.071)

(0.118)

(0.063)

0.076

-0.132

0.161*

(0.089)

(0.140)

(0.077)

-0.009

0.082*

-0.020

(0.024)

(0.040)

(0.021)

0.024

0.032

0.015

(0.016)

(0.027)

(0.014)

-0.012

-0.158

-0.008

(0.075)

(0.119)

(0.065)

0.011

0.007

0.017*

(0.010)

(0.017)

(0.009)

0.020

0.137**

-0.004

(0.025)

(0.042)

(0.025)

0.123***

0.017

-0.018

(0.027)

(0.043)

(0.024)

-1.861

0.423

-6.128***
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(1.143)

(1.962)

(1.035)

-6.687***

-7.989***

-5.398***

(0.243)

(0.391)

(0.219)

0.122

0.207

0.161

(0.057)

(0.110)

(0.042)

0.047

0.000

0.169

(0.200)

(0.000)

(0.052)

0.385

0.589

0.296

(0.028)

(0.042)

(0.026)

Number of communes

208

180

209

Number of counties

150

138

151

Number of subregions

56

54

56

Constant

Standard deviation among subregions

Standard deviation among counties

Standard deviation among communes

Notes: standard errors in parentheses; *** p<0.001, ** p<0.01, * p<0.05, + p<0.10; both random
country effects and random subregions effects included; models are estimated using maximum
likelihood.
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Table 4a. Determinants of entrepreneurship in different sectors of economic activity

Zoning: economic areas (%)

Information on financing

Training

Economic organisations

Advice for entrepreneurs

Private communal services

Public-private partnership

Financial instruments

Attracting investors

Special economic zone

Support for civic organizations

Foreign firms

Population density

Post productive age population

(4.4)

(4.5)

(4.6)

Nowoczesne
usługi

Usługi oparte na
wiedzy

Usługi medyczne,
społ., kultutalne

0.001

-0.003

0.002

(0.002)

(0.002)

(0.002)

-0.016

-0.008

0.012

(0.028)

(0.037)

(0.034)

-0.064

0.041

-0.120

(0.067)

(0.090)

(0.081)

0.146*

0.243*

0.173*

(0.070)

(0.096)

(0.087)

0.006

0.054

-0.077

(0.069)

(0.093)

(0.086)

0.087

0.094

0.162+

(0.073)

(0.099)

(0.088)

0.088

0.049

0.032

(0.090)

(0.121)

(0.110)

0.014

0.027

0.010

(0.024)

(0.033)

(0.030)

0.036*

0.022

0.066***

(0.016)

(0.022)

(0.020)

0.011

-0.019

-0.041

(0.075)

(0.100)

(0.093)

0.024*

0.015

0.007

(0.010)

(0.014)

(0.012)

0.038

0.096**

0.010

(0.027)

(0.035)

(0.030)

0.174***

0.231***

0.129***

(0.028)

(0.037)

(0.033)

-4.375***

-2.724+

-4.969***
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(1.167)

(1.542)

(1.389)

-6.531***

-7.936***

-7.470***

(0.248)

(0.334)

(0.297)

0.000

0.000

0.062

(0.000)

(0.000)

(0.126)

0.236

0.261

0.000

(0.169)

(0.071)

(0.000)

0.347

0.476

0.489

(0.169)

(0.040)

(0.028)

Number of communes

208

199

204

Number of counties

150

148

147

Number of subregions

56

55

56

Constant

Standard deviation among subregions

Standard deviation among counties

Standard deviation among communes

Notes: standard errors in parentheses; *** p<0.001, ** p<0.01, * p<0.05, + p<0.10; both random
country effects and random subregions effects included; models are estimated using maximum
likelihood.
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Appendix: Survey questionnaire on business support tools applied by municipalities
Part A: IDENTIFICATION
A1. Name of the commune

A2. The type of the commune:
Municipality with county rights
Municipality
Urban-rural commune
Rural commune

A3. Province:
Lower Silesia
Kuyavian-Pomeranian
Lubelskie
Lesser Poland
Podkarpackie
Lubuskie
Łódzkie
Mazowieckie
Opolskie
Podlaskie
Pomeranian
Silesian
Świętokrzyskie
Warmia-Mazury
Greater Poland
West Pomeranian
Part B: INFORMATION ON THE STRATEGY
B1. Does the commune have a long-term strategy for the development and / or report on urban planning or
other similar document? (Yes/No/I do not know)
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B2. Is there a zoning plan for the commune? (Yes/No/I do not know)
B3. Estimate, what percentage of the area of the commune is covered by the zoning plan?
(Please indicate % or state "do not know" in the absence of such knowledge)
B4. Estimate what part of the area covered by the development plan relate to the areas intended for economic
activities (areas for development of services, as well as the areas of deployment of production facilities,
retail, and warehouses)?
(Please indicate % or state "do not know" in the absence of such knowledge)
B5. In the 2014 were some new areas for investment provided? (Yes/No/I do not know)
Part C: COOPERATION WITH BUSINESS
C1. Did representatives of private companies participated in the process of creating a strategy for
development of the commune? (Yes/No/I do not know)
C2. How does the commune inform the citizens and businesses about the opportunities available for financing
their activities (for example from EU sources)?
on the websites of the Commune (Yes/No/I do not know)
by the brochure available at the office (Yes/No/I do not know)
by advertisements in the media (Yes/No/I do not know)
by meetings organized for this purpose with stakeholders (Yes/No/I do not know)
by organizing or promoting training on applying for such financing (Yes/No/I do not know)

C3. Is the community involved in the organization of training that prepares for starting a business?
(Yes/No/I do not know)
C4. In the area of the commune are the following economic organizations present:
chambers of commerce, or their branches (Yes/No/I do not know)
chambers of crafts (Yes/No/I do not know)
guild of crafts (Yes/No/I do not know)
employers' organizations (Yes/No/I do not know)
regional or local development agencies (Yes/No/I do not know)
associations or foundations supporting entrepreneurs (Yes/No/I do not know)
industrial parks, technology incubators (Yes/No/I do not know)
other, which?

C6. How often municipal officials meet with representatives of chambers of commerce or their branches?
(I do not know / Never / Less than once a year / About once a year / Once per quarter / Once a month /
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More than once a month)
C7. How often municipal officials met with representatives of chambers of craft?

(I do not know / Never / Less than once a year / About once a year / Once per quarter / Once a month /
More than once a month)
C8. How often municipal officials met with representatives of the guilds of crafts?
(I do not know / Never / Less than once a year / About once a year / Once per quarter / Once a month /
More than once a month)
C9. How often municipal officials met with representatives of employers' organizations?
(I do not know / Never / Less than once a year / About once a year / Once per quarter / Once a month /
More than once a month)

C10. How often municipal officials met with representatives of regional or local development agencies?
(I do not know / Never / Less than once a year / About once a year / Once per quarter / Once a month /
More than once a month)
C11. How often municipal officials meet with representatives of associations or foundations supporting
entrepreneurs?
(I do not know / Never / Less than once a year / About once a year / Once per quarter / Once a month /
More than once a month)

C12. How often municipal officials met with representatives of industrial parks, technological, business
incubators?
(I do not know / Never / Less than once a year / About once a year / Once per quarter / Once a month /
More than once a month)

C13. Does the commune have its own service points for business people that offer legal, financial and
accounting advice? (Yes/No/I do not know)

C14. Are communal services in the commune provided by private companies? (Yes/No/I do not know)
C15. Is the commune realizing or did it realize investments in the form of public-private partnership? (Yes/No/I
do not know)
Part D: FINANCE, TAXES, ADMINISTRATION
D1. Is the commune involved in the financial support for entrepreneurs (pledges, guarantees, loans)? (Yes/No/I
do not know)
D2. Does the commune introduce the following measures in order to facilitate doing business by companies:
Preferential tax rates on means of transport (Yes/No/I do not know)
Preferential rates of property tax (Yes/No/I do not know)
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D3. Other, which?

D4. Does the commune grant tax breaks for new private businesses? (Yes/No/I do not know)

D5. Does the commune provide / sell municipal property to private companies?
(Yes / No / No, because there is no such property beyond the immediate needs of administrative services /
I do not know)
D6. Approximately, how many officials are employed in commune administration (in full time equivalent)

Part E: ATTRACTING EXTERNAL INVESTORS AND FUNDS
E1. Is the commune conducting activities listed below aimed at attracting new investors?
marketing, advertising the commune externally (Yes/No/I do not know)
assistance in finding vacant land or premises (Yes/No/I do not know)
assistance in the recruitment and training of employees (Yes/No/I do not know)
advice, including legal and financial (Yes/No/I do not know)
personal service in registering business (Yes/No/I do not know)
websites (Yes/No/I do not know)
websites in foreign language (Yes/No/I do not know)
informational and promotional materials in foreign language (Yes/No/I do not know)
promotion offers of the community at foreign fairs (Yes/No/I do not know)
separate organizational unit or position for servicing foreign investors (Yes/No/I do not know)

E2. What percentage of the estimated total capital expenditure of the commune relate to the utilised EU
funds?
(Please indicate% or state "do not know" in the absence of such knowledge)
E3. Does a special economic zone operates within the commune?

Part F: PROMOTING NON-GOVERNMENTAL ORGANIZATIONS
F1. Approximately, what was a percentage share of NGO funding in the current expenditures of the Commune
in 2014?
(Please indicate % or state "do not know" in the absence of such knowledge)

F2. Does the administration support the non-governmental organizations by:
free provision of premises for statutory activities (Yes/No/I do not know)
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provision of materials and equipment (Yes/No/I do not know)
informing NGOs about the sources for obtaining extra-budgetary funds (Yes/No/I do not know)
promotion of non-governmental actors working in the sphere of public benefit (Yes/No/I do not know)
providing assistance for NGOs in the national and international networking (Yes/No/I do not know)
assisting in the establishment of non-governmental organizations (Yes/No/I do not know)
the appointment of an official responsible for contact with NGOs within the communal administration
(Yes/No/I do not know)
patronage for the activities of non-governmental organizations (Yes/No/I do not know)

Part G: FORMS OF PARTNERSHIP in non-financial cooperation
G1. In 2014, were there functioning teams, whose members were both representatives of the communes and
of non-governmental organizations? (Yes/No/I do not know)
G2. Were the following forms of cooperation with non-governmental organizations present in the commune:
cooperation in the sphere of programming, planning and implementation of joint projects (Yes/No/I do not
know)
participation of representatives of non-governmental organizations in the meetings of the administrative
bodies (Yes/No/I do not know)
cooperation in the evaluation of the programs implemented by the commune
participation of NGOs in the development of the budget in relation to the area of these organizations’
activities

Part H: CIVIC PARTICIPATION
H1. Did the following took place during 2014:
participation of citizens in the sessions of the Municipal Council (Yes/No/I do not know)
officials' meetings with residents (Yes/No/I do not know)
public consultations (Yes/No/I do not know)
quantitative research and / or qualitative related to residents (Yes/No/I do not know)
referenda (Yes/No/I do not know)
civic initiatives to adopt resolutions by the commune (Yes/No/I do not know)
petitions (including e-petitions) (Yes/No/I do not know)
citizen panels, round tables (Yes/No/I do not know)
public hearings (Yes/No/I do not know)
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requests for public information (Yes/No/I do not know)
interactive forms of contact with residents via the internet (for example forums, chats, blogs, Facebook, GaduGadu, Skype) (Yes/No/I do not know)
demonstrations, protests by residents (Yes/No/I do not know)
informing residents about the events in the commune on web pages of the administration (Yes/No/I do not
know)
providing the documents in the office of the Office for inspection by residents (Yes/No/I do not know)

Thank you very much for your participation.
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