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Differences in accessing Rrural 
Development Programme (RDP) 
funds. The impact of financial  
factors on the support level.  
The example of municipalities  
in the Wielkopolska region1

Abstract: The objective of this paper is to assess the absorption level of funds dis-
bursed under the 2007-2013 RDP to municipal government units and the impact 
of financial determinants on the amount of funds accessed. Intensive investment 
activities were have been taken in the Polish rural areas over the recent years. 
Many of them were implemented with the use of the EU subsidies, including those 
disbursed under the 2007-2013 RDP. The purpose of the RDP was to support 
transformation not only in the agriculture sector, but also on rural areas, espe-
cially as regards technical and socio-economic infrastructure.
In the Wielkopolskie Voivodeship, a total of 463 projects were implemented, 
amounting to PLN 722 million. Environmental infrastructure projects repre-
sented the largest share in the total amount although socio-economic projects 
were much more numerous. The municipalities under consideration differed in 
levels of the EU funds accessed. This means the beneficiary’s financial autonomy 
is a crucial determinant, especially if the EU funds are disbursed as a refund.  

1 Publication funded by the National Science Centre conferred on the basis of the decision number 
DEC-2013/11/D/HS4/03884.
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In less wealthy municipalities, that solution may effectively constrain access to 
large amounts of aid. Also, by allocating funds to other investments, the munici-
palities restrict their investment potential and often become unable to implement 
subsequent investment projects.

Keywords: discriminant function analysis, financial factors of allocating the RDP 
funds, municipalities, RDP funds, rural areas

Introduction

In Poland, municipalities (gminas) are the basic local government units (Ar-
ticle 164 of Constitution of the Republic of Poland) charged with most of the 
public tasks assigned to local government authorities (Article 7 of the Local 
Government Act). The Polish local government sector consists of urban, rural 
and urban-rural municipalities, with rural areas extending to rural municipali-
ties and to the rural part of urban-rural municipalities. In 2015, Polish rural 
areas represented 90% of the national territory and were inhabited by more 
than 30% of the total population, demonstrating a growth trend. This results 
from suburbanization, a phenomenon which has been experienced in recent 
years (Local Data Bank, accessed on August 12, 2017).

What is characteristic for these municipalities is not only their fundamental agri-
cultural function but also, especially recently, the fact that they are shifting from 
this function towards service and residential functions, which are typical of other 
administrative types. Due to the progressing suburbanization processes, they are 
the most convenient places to live in and run a business. Thus, they become an 
area with residential, production and logistics facilities. But then, municipali-
ties with valuable environmental features are often transformed into specialized 
tourism and recreation resorts. Usually, for the municipalities with natural re-
sources, the development of non-industrial functions does not make sense. In-
dustry often becomes the main source of income for the local community. The 
shift in the importance and roles of rural municipalities results in a larger number 
of investments addressing the needs of new residents, investors and tourists. 
However, the performance of these tasks requires considerable funds. Today, the 
municipalities feel that they have a unique opportunity to access the EU funds 
and make many capital-intensive investments with a minimum contribution of 
their own funds (Standar and Kozera, 2017). Currently, in addition to problems 
faced by rural areas, attention is also paid to their potential and development 
outlooks (cf. Bański, 2014; Hadyński, 2015; Heffner and Klemens, 2016).

The European rural areas are highly diversified. The differences result from 
historical, social and economic aspects. Supporting the development of rural 
areas is one of the main lines of action of the European Union as they play an 
extremely important role (Dudzińska and Kocur-Bera, 2014). According to Fay-
olle (2014) rural areas constituted 91% of the European Union territory. They 
were inhabited by more than 56% of all the EU citizens (Marlow et al., 2014), 
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and they are responsible for 56% of all employment and they generate 49% of 
the gross added value within the European Union (Rural Development…, 2011). 
Policy of rural development is corresponding to the Lisbon Strategy for jobs 
and growth and Strategy for sustainable development in the EU and it is imple-
mented through rural development plans like RDP 2007-2013 (Stawicki, 2015).

In Poland, the EU funds are sourced from structural and regional funds. The 
main goal of the RDP is to boost the competitiveness of the Polish agriculture, 
to implement sustainable management of natural resources and climate-ori-
ented measures and to ensure a sustainable territorial development of rural ar-
eas. The Polish rural areas are supported with the following RDP instruments: 
improvement of the quality of life in rural areas and diversification of rural 
economy and the LEADER pogramme. Polish rural municipalities use both 
of them. A number of investments were financed under the RDP, especially as 
regards the water supply and sewerage infrastructure, waste management and 
cultural heritage (2007-2013 RDP).

Aim, data and methods

The objective of this paper is to assess the absorption level of funds disbursed 
under the 2007–2013 RDP to municipal government units and the impact of 
financial determinants on the amount of funds accessed. The geographical 
scope of this research includes the area of the Wielkopolskie Voivodeship2. 
The basis for this research is unpublished data from the Ministry of Agricul-
ture and Rural Development (RDP projects), data published by the Ministry 
of Finance (Indicators for the Assessment of the Financial Situation of Local 
Government Units) and data from the Local Data Bank of the Central Statisti-
cal Office of Poland. In the first part of this research, basic methods of descrip-
tive statistics were used to process empirical data retrieved from the database 
so as to analyse the access to the RDP funds by rural and urban-rural munici-
palities in the Wielkopolska Voivodeship. First of all, attention was paid to 
the degree of differentiation of access to these funds. The results are shown in 
box plots. In the second part of the research, taxonomic methods (discriminant 
analyses) were used to develop a model that allows to predict the access to the 
RDP funds in rural and urban-rural municipalities and to identify key financial 
factors that result in allocating the funds.

Characteristics of measures targeted to municipalities  
under the 2007-2013 RDP and of the aid granting procedure

The local government units covered by this study were eligible for the RDP 
aid under Axis 3 “Quality of life in rural areas and diversification of the rural 

2 In this paper, the regional scope of study was narrowed to the Wielkopolskie Voivodeship because of an 
ongoing research project on that region’s local government units. The analysis of funds accessed under 
the 2007-2013 RDP by all urban-rural and rural municipalities in Poland was presented in an expert report 
prepared by Standar and Bartkowiak-Bakun (2015) for the Ministry of Agriculture and Rural Development 
and the Foundation of Assistance Programmes for Agriculture.
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economy”, Measure “Basic services for the economy and rural population” 
and “Village renewal and development”, as well as under Measure “Imple-
mentation of local development strategies” of Axis 4 (LEADER). “Basic serv-
ices for the economy and rural population” covered the following project3 

areas: supply of water and treatment of wastewater; development of a system 
for the collection, segregation and transport of municipal waste; production or 
distribution of renewable energies; building of the broadband Internet infra-
structure; and building or upgrade of marketplaces. The projects could only be 
implemented in a town located in a rural municipality, an urban-rural munici-
pality (except for cities with a population over 5,000), an urban municipality 
(except for towns with a population over 5,000); or (in the case of projects 
related to building or upgrading marketplaces) in a town with a population 
of up to 50,000. As regards Measure “Village renewal and development”, 
aid was disbursed4 to support investment efforts in multiple areas, including: 
construction, reconstruction, repair or equipment of facilities (public, socio-
cultural, leisure and sports facilities; or facilities intended to promote rural 
areas, including by promoting and preserving the historical heritage, tradition, 
art and culture). Aid was targeted at legal entities (municipalities, cultural in-
stitutions) organized by a local government unit, a church or another religious 
organization, or a non-governmental organization with a public-benefit status. 
The projects could be implemented in a town located in a rural municipality, 
an urban-rural municipality (except for cities with a population over 5,000); 
or an urban municipality (except for towns with a population over 5,000). 
In turn, support provided under the “Implementation of local development 
strategies” was allocated to projects compliant with the Local Development 
Strategy (LDS) adopted by Local Action Groups (LAG). These were projects 
eligible for aid under measures of Axis 35. Also, small projects6 addressing 
the following areas were accepted (the list is non-exhaustive): organization 
of trainings and other educational events or workshops for the residents of an 
area covered by LDS; promotion and development of local activities, devel-
opment of agri-tourism and tourism in rural areas. The beneficiaries of this 
Measure were units specified as eligible for Measure 3, if the project was eli-
gible for aid under the Measures of this Axis (2007-2013 RDP, 2011, p. 331). 

Note that the procedure for accessing the EU aid (including under the RDP) is 
not simple and comprises several steps. To begin, the beneficiary must fill out 
an application with the required attachments, as available on the website of the 

3 Within the duration of the Programme, the maximum amount of aid allocated to projects in a single 
municipality cannot exceed: EUR 1,024,642.7, for projects related to the supply of water and treatment 
of wastewater; EUR 51,232.1, for projects related to developing a system for the collection, segregation 
and transport of municipal waste; EUR 768,482.0, for projects related to the production or distribution 
of renewable energies; and EUR 256,160.6, for projects related to building or upgrading marketplaces 
(2007–2013 RDP, 2011, p. 314-315).
4 Within the duration of the Programme, the maximum amount of aid allocated to projects in a single town 
is EUR 128,080.3.
5 In this case, the grant of aid is conditioned upon meeting the access and selection criteria applicable to 
projects with a total value from EUR 1,152.7 to EUR 25,616.1.
6 The amount of aid cannot exceed PLN 50,000.
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Managing Institution. Once the application submission deadline has passed, 
the experts start to review the applications. Aid is granted to applications with 
the highest scores. Upon receipt of the decision of the Agency for Restructur-
ing and Modernization of Agriculture to award the grant under the RDP, the 
beneficiary may start implementing the investment. With very few exceptions, 
the Polish system of accessing the EU funds is based on the refund principle. 
This means the beneficiary must implement the project first in order to obtain 
a partial refund of eligible costs, whether at once or in several tranches. The re-
funding principles depend on the programme and on the institution who signed 
the financing agreement. Then, the beneficiary submits the payment application 
together with relevant invoices. The documents must be validated first in order 
for the expenses to be refunded. The refunding principle referred to above may 
contribute to restricting the access to funds because less wealthy municipalities 
find it problematic to guarantee funding for the entire investment.

Results of the study

Level of aid accessed under the 2007-2013 RDP  
by local government units considered

In the Wielkopolskie Voivodeship, a total of 463 projects were implement-
ed, accounting for PLN 722 million disbursed by the European Agricultural 
Fund for Rural Development (EAFRD). These were socio-economic and en-
vironmental investments. The socio-economic projects represented 37% of 
total funds with a 77% share in the number of projects. This suggests that 
relatively small amounts of expenditure are involved in such projects. Focus 
was placed primarily on the renovation of rural community halls, general 
renewal of villages, other cultural infrastructure and sports and leisure fa-
cilities. In turn, as regards the environmental area, the greatest number of 
projects and the largest amounts of funds were allocated to sewage construc-
tion. Projects related to water supply networks and sewage treatment plants 
were somewhat less numerous and had slightly lower values (Table 1). In to-
tal, environmental objectives were supported with the implementation of 
353 projects accounting for PLN 456 million, which is 23% of the number 
of projects and 63% of the total support disbursed under the 2007-2013 RDP. 
Such a concentration of resources suggests a capital-intensive nature of the 
corresponding investments. 

The highest numbers of projects under the 2007-2013 RDP were implemented 
in Wierzbinek, Obrzycko, Łubowo and Jarocin municipalities (over a dozen in 
each of them). Therefore, the largest amounts of the EAFRD support, reach-
ing up to PLN 9 million, were allocated to these local government units. The 
average (median) is 9 projects per 10,000 population accounting for PLN 386 
per inhabitant. As regards both the number and the value of projects imple-
mented, rural municipalities proved to be more effective implementing on 
average more projects with average higher amounts (Fig. 1).
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Table 1. The level and number of projects implemented by municipalities 
in the Wielkopolskie Voivodeship under the 2007-2013 RDP by nature of the project

Project Detailed nature 
of the project

Average 
funds 
(PLN 

thousand) 

Number  
of projects Total funds

(items) structure 
(%)

(PLN 
million)

structure 
(%)

Socio- 
-economic 
projects

playgrounds 225 116 10 26 10

sidewalks 143 44 4 6 2

Internet 117 1 0 0 0

culture 219 117 10 26 10

lighting 68 9 1 1 0

renewal of villages 230 126 10 29 11

parking lots 124 15 1 2 1

play areas for children 102 58 5 6 2

cycling paths 220 59 5 13 5

sports and leisure 242 205 17 50 19

community halls 222 436 36 97 36

marketplaces 563 19 2 11 4

Total for socio-economic projects 220 1,207 77 266 37

Environmental  
projects

other 214 4 1 1 0

renewable energy 249 6 2 1 0

waste management 182 29 8 5 1

sewage treatment plant 1,431 26 7 37 8

sewage 1,433 154 44 221 48

sewage and treatment 2,144 12 3 26 6

water supply 1,054 57 16 60 13

water and sewage 1,610 46 13 74 16

water and wastewater networks 1,606 19 5 31 7

Total for environmental projects 1 292 353 23 456 63

All projects (socio-economic and environmental) 463 1,560 100 722 100
Source: own study based on unpublished data from the Ministry of Agriculture and Rural 
Development (accessed on January 15, 2015).

As many as 6 out of 10 local government units provided with the highest 
amounts of support are located in the Konin macro-region. Meanwhile, 3 mu-
nicipalities out of 207 units covered by this study failed to access any RDP 
funds under the considered programme. In the case of 16 local government 
units, the subsidy did not exceed PLN 100 per inhabitant. It turns out that the 
smallest amounts of relevant aid were absorbed by municipalities of the Poznań 
macro-region, located in the immediate vicinity of the city of Poznań. Note that 
the municipalities surrounding large urban centres are among those that dem-
onstrate the highest development levels and the best financial standing. Despite 
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their rural nature, their infrastructural needs and financial capacities are similar 
to those reported by urban units of local government. Their relatively poor 
rate of absorption of the EU funds results, on the one hand, from less interest 
shown in small investments and, on the other, from the fact that the system of 
obtaining funds promotes smaller municipalities at lower development levels. 
Examples include the pre-financing loans which enable implementing the in-
vestments in municipalities that lack sufficient resources. Because the granting 
of loans is subject to restrictions, preference was given to less wealthy local 
government units at lower development levels.

Figure 1. A box plot for the RDP funds per capita and the number of the RDP projects 
per capita in rural and urban-rural municipalities in the Wielkopolskie Voivodeship
Source: author’s compilation based on unpublished data from the Ministry of Agriculture 
and Rural Development (accessed on January 15, 2015).

Financial determinants of differences in the local government 
units’ access to funds under the 2007-2013 RDP: 
grounds for the study and methodological assumptions 
for the construction of a discriminant model 

With very few exceptions, the Polish system of accessing the EU funds is 
based on the refund principle. This means the beneficiary must implement 
the project first in order to obtain a partial refund of eligible costs, whether at 
once or in several tranches. Also, as per the regional policy, the EU funds must 
supplement, rather than replace, the beneficiary’s resources. Therefore, a part 
of the funds disbursed will not be refunded as it represents the beneficiary’s 
own contribution. As a consequence, the local government unit that wants to 
be able to finance an investment with the Union’s subsidies must demonstrate 
a relatively strong financial standing. For that purpose, the municipality may 
use its own resources as well as repayable funds which cannot be accessed 
without a positive bank rating. This is why, later in this paper, an attempt was 
made to develop a discriminant model to verify the financial factors that affect 
the level of funds accessed under the RDP.

 

 

 



100

A
ldona S

tandar

The discriminant model was built in four steps. The first was to specify the 
research objective and the classification criteria for the selection of a group of 
units. The objective of the research was to develop a discriminant model that 
enables forecasting the level of the RDP funds accessed. The survey covered 
all of the rural and urban-rural municipalities of the Wielkopolskie Voivode-
ship (N=207). Because three of them did not use the funds at all, it was impos-
sible to classify the units into two groups (accessed / failed to access)7. There-
fore, it was decided to divide the local government units as follows: those that 
access significant funds and those who access modest funds. According to the 
study, the first group is composed of 17 municipalities in the Wielkopolskie 
Voivodeship demonstrating the highest absorption of support at a level beyond 
PLN 1,000 per inhabitant. The second group covered 17 municipalities with 
relatively lower support levels during the period under consideration. As a con-
sequence, 34 municipalities were used as the basis for the discriminant model. 

The next step of this research was to select the discriminant variables based 
on substantive and statistical grounds. For the initial calculations, 17 financial 
indexes were selected8. They were determined as the mean (median) values in 
the 2011-20159 period, and represented the financial standing characteristics of 
local government units in the following areas: revenue, expenditure, financial 
independence, financial liquidity and indebtedness. Once selected based on 
substantive criteria, the discriminant variables were subject to a statistical ver-
ification. Their discriminatory capacity (variability in objects covered by the 
study), mutual correlation (information potential) and the difference between 
the average levels of indexes characteristic of municipalities exposed (and 
those not exposed) to the risk of overindebtedness10 were taken into account 
in the statistical selection of variables for this research. Due to low discrimina-
tory capacity (a coefficient of variation < 30%), 3 variables were eliminated 
from further studies. In turn, to eliminate excessively correlated variables, the 
inverse matrix of correlation coefficients between the selected variables was 
calculated. Based on the analysis of diagonal entries of the matrix, 4 variables 
were excluded from further studies. As a consequence, 10 variables (financial 
indexes) with a high discriminatory capacity were used to develop the model, 
including: the self-financing index11 (WS), share of own revenue in total rev-
enue (DWwDO), operating surplus per inhabitant (NOM), the EU funds per 

7 The municipalities were split into two groups by levels of aid accessed under the RDP.
8 This study assumes that only financial determinants will be taken into consideration. In the relevant litera-
ture, the analysis was extended to cover other factors. The importance of innovation and entrepreneurship 
is reflected in research performed by many authors, including Kaufmann and Wagner (2005) and Novosák 
et al. (2017). In turn, the impact of location and the agglomeration effects were analyzed by Tatar (2010), 
Iatu and Alupului (2011) and Modranka (2015).
9 Municipalities of the Wielkopolskie Voivodeship accessed the largest amounts of funds under the RDP 
in 2011-2015 (Local Data Bank). Therefore, median financial indicators from that period were used in the 
analyses presented in this paper.
10 The conventional “distance” is a relation between the difference of the average level of indexes between 
the 1st and the 2nd group and the average standard deviation of these indexes. 
11 Which represents the share of the operating surplus and property revenues in property expenditures (Mi-
nistry of Finance, 2015).
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inhabitant (UEM), total liabilities to total revenue (ZOwDO), debt servicing to 
total revenue (OZwDO), investment expenditure per inhabitant (WIM), pay-
able liabilities to total liabilities (ZWwZO), share of investment expenditure in 
total expenditure (WIwWO), and own income per inhabitant (DWM). 

Analysis of financial determinants of differences in the local 
government units’ access to funds under the 2007-2013 RDP: 
results of the discriminant model

The next step of this study was to specify the discriminant function with the 
use of STATISTICA 12 and the progressive stepwise analysis12. In the first step, 
UEwDO was introduced to the model. This variable demonstrated the highest 
discriminatory capacity due to the highest F value of 38.93 (Table 2). However, 
upon entering the first variable to the model, the Wilks’ lambda was 0.7197 
which suggests a quite low discriminatory capacity of the entire model13. Sub-
sequently, UEM (step 2) and WIM (step 3) were introduced. Upon entering the 
last variable to the model, the Wilks’ lambda markedly declined to 0.4609 and 
subsequently to 0.4448 which suggests a significant increase of the model’s 
discriminatory capacity. Step 3 turned out to be the final step as other variables 
proved to be statistically insignificant.

Table 2. Results of the discriminant function analysis  
(progressive stepwise method)

Step Variable Wilks’ lambda F

Step 1 DWwDO 0.7197 38.93

Step 2 UEM 0.4609 6.60

Step 3 WIM 0.4448 4.59

Source: author’s own calculations based on data from the Ministry of Finance (Indexes 
for the financial assessment of local government units, 2011-2015, accessed on July 22, 
2016) and from Local Data Bank of the Central Statistical Office of Poland, accessed on 
August 12, 2017.

Table 3 shows the characteristics of variables included in the model. The crit-
ical significance level p suggests their important role in the discrimination 
of municipalities as operators accessing the RDP funds. The partial Wilks’ 
lambda indicates that the highest discriminatory role in the model is played 
by DWwDO.

12 To ensure a high discriminatory capacity of variables introduced to the model, the F value (as the criterion for 
the inclusion of specific variables in the model) was assumed to be 4. The F statistic values measure the discri-
minatory capacity of variables and indicate the order of entering input variables to the model (Panek, 2009). 
13 The Wilks’ lambda specifies the discriminatory capacity of the entire model. In turn, the partial Wilks’ 
lambda shows the contribution of specific variables to the discrimination of a group. The lower is their 
value, the higher is the contribution of the variable to the total discrimination. Zero means ideal discrimina-
tory capacity while one means the absence of discriminatory capacity (Stanisz, 2007).



102

A
ldona S

tandar

Table 3. Summary of the discriminant function analysis 

Variable Partial Wilks’ lambda Tolerance p

DWwDO 0.567092 0.7245 0.0000

UEM 0.885482 0.8751 0.0132

WIM 0.917511 0.6469 0.0371

Source: as in Table 2. 

The canonical analysis enabled the specification of coefficients for the dis-
criminant function. The results were raw and standardized coefficients. Raw 
coefficients are best suited for classification purposes. The estimated discrimi-
nant functions with raw coefficients was as follows:

When interpreting the assessment of parameters of the estimated model, it may 
be concluded that the higher is the level of own revenue, and the lower is the 
share of the EU financial resources per capita and the share of investment ex-
penditure per capita, the better are the chances for accessing relatively higher 
amounts of the RDP funds. Therefore, this study demonstrated that the group 
likely to be provided with significant support in the Wielkopolskie Voivode-
ship primarily includes local government units which demonstrate higher lev-
els of financial independence while implementing smaller EU projects and 
allocating less resources to investments. 

The main sources of the municipality’s own revenue are taxes and local fees. 
These are resources earned through the municipality’s own activity which, 
rather than being allocated at the discretion of any authority, largely depend on 
measures taken by the local government to attract residents, investors or tourists. 
Their indisputable advantage is that they may be used for any purpose and, there-
fore, they reflect financial independence. Having in mind the need to guarantee 
enough funds to cover the entire investment at an early stage, and in view of the 
above-mentioned system of partial refunds of invested resources, the municipal-
ity’s own revenue is a necessary condition. Otherwise, the local government 
may only rely on state budget transfers which are largely beyond its control.

In turn, accessing the EU funds or allocating large amounts of money to in-
vestments results in a natural restriction of investment capacities. Also, when 
making their investment decisions, municipal authorities should address the 
local government’s actual needs and consider its current and future financial 
standing, primarily in order to assess the rationale of the investment and to 
take the costs into account. Thus, local government units should assess wheth-
er their investments are reasonable because high implementation costs and 
maintenance costs to be incurred in subsequent years could become a barrier 
for the socio-economic development.

WIMUEMDWwDOZ 464158,000333,027209,7450163,1 −−+=  
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Summary and conclusions

Intensive investment activities have been taken in the Polish rural areas over 
the recent years. Many of them were implemented with the use of the EU 
subsidies, including those disbursed under the 2007-2013 RDP. The purpose 
of the RDP was to support transformation not only in the agricultural sector 
but also on rural areas, especially as regards technical and socio-economic 
infrastructure. 

Authorities of the urban-rural and rural municipalities covered by this study 
were accessing the RDP funds, however, their level of absorption were dif-
ferentiated in terms both of the number and value of projects. When it comes 
to the number of projects, measures taken to develop the socio-economic area 
were prevalent. But the largest amounts of subsidies were allocated to en-
vironmental projects. This is related to the capital-intensive nature of such 
investments. 

Having in mind, on the one hand, the system for accessing the EU funds where 
the beneficiary’s financial standing plays a major role and, on the other, the 
ability to implement capital-intensive projects, financial factors were analysed 
to verify whether they had affected the amount of subsidies granted under the 
2007-2013 RDP. This is why an attempt was made to develop a discriminant 
model to verify the financial factors that affect the level of funds accessed 
under the RDP. When interpreting the assessment of parameters of the es-
timated model, it may be concluded that the higher is the level of own rev-
enue, and the lower is the share of the EU financial resources per capita and 
the share of investment expenditure per capita, the better are the chances for 
accessing relatively higher amounts of the RDP funds. Therefore, this study 
demonstrated that the group likely to be provided with significant support 
in the Wielkopolskie Voivodeship primarily includes local government units 
which demonstrate higher levels of financial independence while implement-
ing smaller EU projects and allocating less resources to investments. 
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