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Abstract

The paper discusses the local government revenue from the real estate market, focusing mainly on
identifying the spatial differentiation of municipal income from the real estate market. The study covered
all communes (gminas) in Poland (2,478). The temporal scope of the study was a decade between 2005
and 2015. The analyses focused on the following three groups of revenue from a real estate market:
recurrent property taxes, revenue from municipal assets, and taxes in respect of the ownership right transfer.
The main research hypothesis was made that the community located in central and north-western Poland
gain higher income from the real estate market, than other gminas. The analyses were carried out on the
basis of particular types of gminas (municipalities, urban-rural communities, and rural communities — in the
voivodeship arrangement). Voivodeship capitals were subjected to separate analyses because of the specific
central character of their public functions. The data came from the Local Data Bank of the Polish Central
Statistical Office. The data analysis was conducted by means of statistical and econometric methods.
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Introduction

In the modern world, the real estate market plays a vital role in the development management
of individual countries and territorial systems. It results from the fact that real property is
a capital which enables its owner to create positive effects not only for themselves but also for
local and national stakeholders (Ball, Lizieri, MacGregor, 1998; Peski, 1999; Markowski 1999;
Domanski, 2007). A particularly strong relationship occurs between the real estate market and
the economy — on the one hand, the phenomena and processes taking place in the economy
may stimulate or hinder the development of this market by changing the demand for space, the
interest rates, or the attractivenes of other capital investments. On the other hand, the real estate
market affects macroeconomic variables through participating in the GDP creation, creating
new jobs, providing an opportunity to unfreeze capital, or generating tax revenue (Case, 2000;
Wisniewska, 2004; Kucharska-Stasiak, 2016). In 2015, the Polish real estate market fed local
budgets with 31,762 million zloty, which accounted for 35.26% of the local governments’ own
income and meant a 70.5% leap in comparison to 2005. In the decade of 20062015, the gmina
revenues were gradually increasing at an average annual rate of 5.57%, with two exceptions of
2015 with a marginal fall by 0.59% and 2009 with a more notable fall in revenue YOY at 1.23%.
The gmina revenue from the real estate market is determined by several factors (both endo-
and exogenous) of a diverse character, such as resource size and location, legal and political,
economic and social. Some of them, of objective nature, are independent from local authorities
(gmina size, character and the rate of urbanisation, its location and function within the national
settlement pattern, etc.). Yet, there is also a group of factors that are dependent on the local
government, in particular the gmina’s development policy, land use policy, real property policy
as well as its tax policy (Kisiata, Trojanek, 2017). In this respect, gminas function within two
spheres: public and public-private. In the former sphere, they operate from the superior position
(imperium) as a local host who steers the local development and manages land use and tax
policies. In the latter case, the gmina acts as equal (dominium) — being an entity in the municipal
property resource that creates supply and demand on the local real estate market.

The above correlation was the rationale behind this study which was aimed at identifying
the spatial differentiation of municipal income from the real estate market. The study covered all
communes in Poland (2478). The temporal scope of the analysis was a decade between 2005 and
2015. The analyses focused on the following three groups of revenue from the real estate market:
recurrent property taxes, revenue from municipal assets, and taxes in respect of ownership

right transfer. The main research hypothesis was made that the community located in central
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and north-western Poland gain higher income from the real estate market than other gminas.
The analyses were carried out on the basis of the particular types of gminas (municipalities,
urban-rural communities, and rural communities in the voivodeship arrangement). Voivodeship
capitals were subjected to separate analyses because of the particular central character of their
public functions. The data came from the Local Data Bank of the Polish Central Statistical

Office. The data analysis was conducted by means of statistical and econometric methods.

1. Gmina Revenue from Real Estate Market and its Determinants

The provisions of the Polish Constitution (Konstytucja..., 1997, Articles 165, 167,
168) guarantee to gminas their legal (legal personality, the right to own municipal property),
organizational (freedom in executing public functions in their own name and under their own
responsibility), and financial autonomy (their share in public revenues, right to set their own
rates of local taxes and charges). The primary act of law regulating the Polish local governments’
sources of income is the Act on income of local government units of 13 November 2003 (Journal
of Laws 2017, item 1453 as amended). The Polish gmina revenue system, similarly to its EU
counterparts, is mixed, which means that it is based on gminas’ own revenue (coming mainly
from local charges and taxes and their own assets) as well as on the funds transferred from the
state budget in the form of general subsidies, targeted subsidies, and a share in personal and
corporate income taxes (Gliniecka, 2001). A considerable part of the gminas’ own revenue is
represented by the income from the real estate market that falls into five categories (Cymerman,
2011; Ghuszczak, Marona, 2015):

a) recurrent property taxes — property taxes related to ownership rights but unrelated with
any economic event or adminstrative-law procedure (property, agricultural, or forestry
taxes);

b) revenue from municipal assets — civil-law charges collected on account of a property
sale or lease (income from property sale, letting, leasing, or perpetual usufruct);

¢) taxes in respect of ownership right transfer payable when transfering property rights
in a form of market and non-market transactions (civil-law action tax, inheritance, and
gift tax);

d) income taxes levied on the income from property sale, letting, leasing, etc. (personal

income tax and corporate income tax);
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e) charges levied on an increased property value due to a local government activity —
changes in the local land use plan (planning fees), land division, reparcelling, upgrading
(impact fees).

The gmina revenue from the real estate market is determined by several factors (both

endo- and exogenous) of a diverse character, such as resource- and location-related, legal and

political, economic and social (Figure 1).

ECONOMIC FACTORS

‘ RESOURCE/LOCATION FACTORS

Exogenous:

- level of national economic growth,

- cconomic situation in a given country and a
region,

- economic cycle phase on the national property
market,

- available system of transaction funding on the
property market,

- labour market adapted to needs,

- level of investments,

- increased involvement of individual capital in
the property market.

Endogenous:

- economic situation in a region,

- economic cycle phase on the local property
market,

- investment level on the local property market,

- economic condition of economic operators on the
property market (households, businesses).

Quantitative and qualitative resources (land, buildings, premises):

- land size, number and size of buildings and premises,

- land use structure (proportion of built-up, urbanised, wooded, forested,
and other land),

- availability of improved land for investment purposes,

- functional structure of buildings,

- technical condition of buildings,

- planning and protection iti (envi p
preservation, architectural and landscape value),

- ownership structure of land, buildings and premises,
Location conditions:

- gmina’s importance and function in the local, regional, and national
settlement pattern,
- transport links,

- activity of nei

ion, cultural

1 ity).

ing gminas

GMINA REVENUE FROM
PROPERTY MARKET

i)

‘ LEGAL/POLITICAL FACTORS ‘

= =

SOCIAL FACTORS

Exogenous:
- legal regulations concerning protection and trade in property ownership
rights (existing property market),

- legal structure of gmina revenue system (revenue sources, scope of gmina
financial autonomy),

- existing national model of property valuation.

Endogenous:

- gmina development strategy,

- local land use policy,

- property management in a given gmina,

- local tax policy,

- other sectoral policies (housing,
growth, etc).

Exogenous:
- globalisation-induced social changes,
- recognition for income functions of real property,
- competitiveness level among entities,
- social policy (governmental programmes).
Endogenous:
- demographic changes (number and structure of
population, birth rate),

sociological ~ changes  (norms,
preferences, tendencies, trends, opinions),
- psychological changes,
- inclination to investment,
- openness to change.

patterns,

Figure 1. Determinants of the gminas revenue from the real estate market

Source: authors’ own study.

The resource- and location-related factors are associated with the size and quality of the
property stock traded on the local real estate market as well as with the gmina geographical
conditions (Markowski, 1999; Domanski, 2007). These are in particular: the total area of land,
the number and floor area of buildings and premises, the land use structure (the proportion of
developed and urbanised, agricultural and wooded land), the functional structure and technical
condition of buildings, the planning and protection regulations (environmental protection,
cultural heritage protection), the ownership structure of the resource, and the powers and

functions of gmina in the local, regional, and national settlement structure.
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The legal and political factors include the ones of the exogeneous character that
encompass legal regulations concerning the protection and turnover of ownership rights which
are fundamental for the real estate market, as well as the legal structure of the gmina resource
system that defines their income sources (Patrzatek, 2004; Chojna-Duch, 2017), the limits of
their financial autonomy, and the national model of property valuation. The endogenous factors
contain the local authorities’ land use and real estate management policies, local tax policy,
and other sector policies (housing, entrepreneurship growth, etc.) resulting from the gmina
development strategy.

The economic factors include the level of economic development and the economic cycle
phase in a given country or region as well as on the domestic and local real estate market
(Bartle, Kriz, Morozov, 2011), the available system of financing real estate transactions, the
investment volume, and the economic performance of the actors on the real estate markets (such
as households and companies).

The last group are social factors of exogenous (globalisation-related social changes,
the perception of the income functions of the real estate or social policy) and endogenous
(demographic changes such as the number and structure of population, birth rate, sociological

and psychological changes) nature.

2. Analyses results

The analyses covered the revenue from the real estatemarket in all gminas in Poland
(2,478), including: 16 voivodeship cities,! 288 municipalities, 611 urban-rural communities,
and 1,563 rural communities, between 2005 and 2015. The main research hypothesis was
made that the community located in central and north-western Poland gain higher income from
the real estate market than other gminas. The analyses were carried out on the basis of the
particular types of gminas (voivodeship cities, municipalities, urban-rural communities, and
rural communities — in the voivodeship arrangement). The data came from the Local Data Bank
of the Polish Central Statistical Office. The analyses focused on the following three groups of
revenue from the real estate market:

a) recurrent property taxes — a property tax, an agricultural tax, and a forestry tax;

b) revenue from municipal assets — the income from property sale, letting, leasing, and

from perpetual usufruct);

' Voivodship capitals were subjected to separate analyzes because of the particular central character of their public
functions.
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¢) taxes in respect of ownership right transfer — a civil-law action tax, an inheritance, and
a gift tax).

The revenue from the income tax related to the real estate market was excluded from the
analysis due to the absence of relevant data — the part of income taxes levied on the gains from
the sale, rental, and lease of properties is not separated from the total envelope of income taxes
in the Tax Office records. Additionally, the analysis did not include the gains from the charges in
respect of the increased property value due to their marginal importance as they do not exceed
1% of the cities’ own revenue.

Over the decade of 2005-2015, the gminas’ revenue from the real estate market totalled
PLN 285.841 billion, of which voivodeship capitals accounted for 28.9%, urban gminas — for
31.9%, urban-rural gminas — for 19.4%, and rural gminas — for 19.8%. In 2015, the gmina
revenue from the real estate market reached PLN 32.051 billion, representing an increase of
70.5% as compared to 2005. In the period covered by the analysis, the gmina revenue from the
real estate market grew at the annual average of 5.7%, with the exception of 2015 when it fell
marginally by 0.1%, and of 2009 with a more notable decrease of 1.08% YOY (Figure 2).
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Figure 2. Revenue from the real estate market in gminas over 2005-2015

Source: authors’ own study based on GUS Local Data Bank of Central Statistical Office.

Starting from 2007, in voivodeship capitals, the growth dynamics of the revenue from the

real estate market was considerably higher than in other types of gminas (Figure 3). In 2008,



Geographical Diversification of Gmina Revenue from Real Estate Market in Poland 45

the voivodeship capitals saw a clear slow down of the revenue growth dynamics, while in the

remaining gmina types the upward trend was maintained.
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Figure 3. Fixed bases of the revenue from the real estate market in gminas (2005 = 100)

Source: authors’ own study based on GUS Local Data Bank of Central Statistical Office.

In 2009, the aggravation of downward trends in voivodeship capitals was seen, while in
the other types of gminas, the upward movement slowed down. In the following years, there
was a clear increase in the dynamics of gmina revenue from the real estate market, the most
intense being in the urban-rural gminas and, which is quite interesting, the slowest — in the
voivodeship capitals. However, in 2015, the upward trend decelerated in urban gminas and in
the voivodeship capitals. In the period covered by the analysis, the highest growth of gmina
revenue took place in the urban-rural gminas (an increase by 81.28% as compared to 2005) and
the lowest in the voivodeship capitals (by 61.44%).

The major source of gmina revenue from the real estate market was the property tax which
accounted on average for 64.34% of this part of gmina budgets (the highest being in urban-
rural gminas at 67.77%, and the lowest — in voivodeship capitals at 58.03%). The second most
important revenue source was municipal assets that accounted for the average of 20.64% of the
gmina revenue from the real estate market (ranging from 28.32% in the voivodeship capitals to
11.76% in the rural gminas) (Figure 4). The third largest source of gmina revenue from the real
estate market in the voivodeship capitals and urban gminas was the civil-law action tax, while in
the urban-rural and rural gminas, it was the agricultural tax. The least relevant for gmina budgets

was the revenue from the forestry tax (0.93% on average).
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Figure 4. The structure of the revenue from the real estate market in gminas in 2005-2015

Source: authors’ own study based on GUS Local Data Bank of Central Statistical Office.

The highest revenue per capita from the real estate market was seen in the voivodeship
capitals (at the annual average of PLN 864.09, followed by PLN 691.88 in the urban gminas,
PLN 561.57 in the urban-rural gminas, and PLN 522.50 in the rural ones). The widest internal
diversity was in the group of the rural gminas in West Pomeranian Voivodeship, where the
revenue per capita from the property market (PLN 900.84) was 178% higher than in Lubusz
Voivodeship with PLN 323.92. The least diversified were the urban gminas (Table 1).

Table 1. Per capita revenue from the real estate market in gminas (PLN)
— descriptive characteristics

Voivodeship-cities | Municipalities | Urban-rural communities | Rural communities
Minimum 649.76 534.56 390.17 323.92
Maximum 1,363.57 951.95 812.85 900.84
Arithmetic average 864.09 691.88 561.57 522.50
Median 776.99 691.56 558.00 527.82
Standard deviation 233.09 105.20 121.35 174.32

Source: authors’ own study.

The highest revenue per capita from the real estate market was reported in Warsaw
(PLN 1,394.52) and Wroctaw (PLN 1,363.57), being significantly different from other gminas.
The third was Opole (PLN 1,004.17) closely followed by Gdansk, Katowice, the urban gminas
in Opole Voivodeship, and the rural gminas of West Pomeranian Voivodeship (Table 2).
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Table 2. Distribution of gminas by per capita revenue from the real estate market

Per capita revenue

Urban-rural

from real estate Voivodeship cities Municipalities .. Rural communities
communities
market
1,301-1,400 PLN Warsaw, Wroctaw - - -
1,201-1,300 PLN - - - -
1,101-1,200 PLN - - — —
1,001-1,100 PLN Opole - — —
901-1,000 PLN Gdansk, Katowice Opole - West Pomeranian
801-900 PLN Krak(?w, Poznat, Pomeranian West Pomeranian -
Biatystok
Lower Silesian, Kuyavian-
701-800 PLN LOd,Z’ Klelce,' Pomeranian, Silesian, Lower Silesian Lower Silesian
Szczecin, Rzeszow Lesser Poland,
West Pomeranian, Lubusz
Podlaskie, Masovian, .
601-700 PLN leztyn, B"ydgoszc?, Podkarpackie, Greater Lubusz, . Pomeranian, Opole,
Zielona Gora, Lublin o . . Opole, Masovian Lubusz
Poland, Swigtokrzyskie
Greater Poland,
Kuyavian-
Y . . Pomeranian, L6dz, Warmian-
501-600 PLN - Lodz, Wanmar'l-Masurlan, Warmian- Masurian, Greater
Lublin .
Masurian, Poland
L6dz, Silesian,
Pomeranian
Swietokrzyskie, Illodlaiqsi
401-500 PLN - - Podlaskie, Lesser uya a'
Poland Pomeranian,
Masovian, Silesian
. Podkarpackie,
301-400 PLN - - P"d]li":‘lrlfl?;kle’ Lublin,
Swietokrzyskie
201-300 PLN - - - Lesser Poland

Source: authors’ own study.

It can be seen that the empirical distribution of the average annual gmina revenue from the
real estate market in the period of this analysis has the characteristics of the normal distribution
with the expected value at PLN 660 and the standard deviation at PLN 209 (Figure 5).

When analysing the geographical diversity of the gmina revenues from the real estate
market, it can be seen that the gminas in the voivodeships in North and North-west Poland
obtained much higher revenue than in South and South-east Poland (Figure 6).

In the period covered by the analysis, the revenue from the real estate market played the
most important role in the budgets of the rural and urban-rural gminas, accounting for 46.87%
and 46.14% of the gminas’ own revenue respectively. They played the least important part in the
budgets of the voivodeship capitals, where they constituted less than one third of the gminas’

own income (Table 3).
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Figure 5. Histogram of the distribution by per capita revenue from the real estate market in the
gminas (PLN)

Source: authors’ own study.
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Figure 6. Per capita revenue from the real estate market in gminas over 2005-2015 (PLN)

Source: authors’ own study based on GUS Local Data Bank of Central Statistical Office.



Geographical Diversification of Gmina Revenue from Real Estate Market in Poland 49

Table 3. Percentage of the revenue from the real estate market in the gminas’ own revenues

— descriptive characteristics

Voivodeship cities Municipalities Urban-rl'lr.al Rural communities
communities
Minimum 27.54 32.19 36.85 35.30
Maximum 38.71 52.96 53.81 55.70
Arithmetic average 32.57 39.75 46.14 46.87
Median 32.17 39.14 46.19 46.94
Standard deviation 3.22 4.57 4.50 6.49

Source: authors’ own study.

When analysing the geographical diversity, it is clear that the revenue from the real estate

market constitutes the most important part in the budgets of the gminas in West and North-west

Poland in contrast to the gminas in South Poland where the situation is reverse (Figure 7).
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Lesser Poland

[ urban_rural_communities
[ rural_communities

Figure 7. Percentage of the revenue from the real estate market in the gminas’ own revenues

Source: authors’own study based on GUS Local Data Bank of Central Statistical Office.

For the purpose of the research hypothesis verification, the voivodeship capitals as well

as the urban, urban-rural, and rural gminas were analysed by the voivodeships in terms of their

revenues obtained from the real estate market. The analysis used seven diagnostic variables

being average annual values for the period of the analysis:
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a) per capita revenue from recurrent property taxes in PLN,

b) per capita revenue from municipal assets in PLN,

c) per capita revenue from taxes in respect of ownership right transfer in PLN,

d) average annual growth rate of per capita revenue from recurrent property taxes,

e) average annual growth rate of per capita revenue from municipal assets,

f) average annual growth rate of per capita revenue from taxes in respect of ownership

right transfer,

g) ratio of the revenue from the real estate market to the gmina’s own revenue.

Basing on the obtained variable values, the voivodeship capitals and the urban, urban-
rural, and rural gminas were ranked from the highest first position (16 points) to the lowest
16" (1 point). The maximum number of points to be scored in the ranking was 112 (100%).

The results of the ranking are shown in Figure 8 and in Table 4.

Greater Poland 47%

Lublin 36%

Swictokrzyskie 44%

, Lesser Paland 44%

Figure 8. Evaluation of the gminas in the aspect of the income from the real estate market in
2005-2015 — in the voivodeship arrangement

Source: authors’ own study.

At the top positions in the ranking, there were gminas from North-west and South-west
Poland, i.e. from West Pomeranian (ranked 1%), Pomeranian (2"), Opole (3'), and Lower

SilesianVoivodeship (4™). The lowest positions were taken by the gminas from South-east Poland:
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Table 4. Ranking of the gminas according to their income from the real estate market in
2005-2015 — in the voivodeship arrangement

Voivodeship . Urban-rural Rural All types

cities Municipalities communities communities of gminas
Voivodeship g S % S _f__é S % S é’:: S
SE|ES| 285|825 |ES 85| B8 25| EE
af| 80| a8 | 80| a8 | o | a8 o | &aE| 850
1 | West Pomeranian 8 52.68 1 74.11 5 63.39 1 86.61 1 69.20
2 | Pomeranian 1 74.11 5 63.39 2 67.86 5 66.07 2 67.86
3 | Opole 4 69.64 2 66.07 9 51.79 2 72.32 3 64.96
4 | Lower Silesian 3 70.54 9 51.79 1 71.43 6 64.29 4 64.51
5 | Podlaskie 5 64.29 4 64.29 7 61.61 7 62.50 5 63.17
6 | Lubusz 16 27.68 3 64.29 3 66.07 3 71.43 6 57.37
7 | Masovian 6 55.36 11 50.00 11 45.54 8 58.04 7 52.23
8 | Lodz 10 50.00 12 45.54 4 64.29 10 46.43 8 51.56
9 | Warmian-Masurian 14 41.07 14 37.50 8 59.82 4 67.86 9 51.56
10 | Silesian 2 71.43 8 55.36 13 41.96 16 27.68 10 49.11
11 | Greater Poland 7 53.57 15 35.71 10 48.21 9 51.79 11 47.32
12 | Kuyavian-Pomeranian 15 31.25 7 55.36 6 61.61 13 34.82 12 45.76
13 | Swigtokrzyskie 13 44.64 10 51.79 12 43.75 12 37.50 13 44.42
14 | Lesser Poland 12 44.64 6 58.04 16 31.25 11 40.18 14 43.53
15 | Podkarpackie 9 51.79 13 41.96 14 38.39 14 33.93 15 41.52
16 | Lublin 11 47.32 16 34.82 15 33.04 15 28.57 16 35.94

Source: authors’ own study.

Lublin (16"), Podkarpackie (15%), Lesser Poland (14"), and Swigtokrzyskie Voivodeship (13™).2
The obtained results of the analyses should be interpreted taking into account the diversity
of the local determinants of commune income from the real estate market, mainly: resource-
and location-related, economic, and political. The gminas located in the North-west Poland
are characterized by a good location, close to the Sea, which translates into interest in the real
estate market by potential investors. The gminas located in the South-west Poland have a good
geopolitical location — they are close and with a good communication to the capitals of two
European countries, Berlin and Prague. The gminas located in the South-east Poland have worse

locational-resource and economic conditions.

2 However, it should be noted that there are differences between the particular types of municipalities.
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Conclusions

The analyses have shown that in the period between 2005 and 2015, the gmina revenues
from the real estate market were geographically diversified. The research hypothesis has been
partially verified — it is true only in reference to the gminas in the voivodeships of North-west
and North Poland whose revenue from the real estate market were higher. The gminas located
in central Poland, i.e. in Masovian, Greater Poland, and £.6dz Voivodeship, were ranked as
the 7%, 11, and 8", respectively. It would be necessary to deepen the analysis of the types of
income conditions for the gminas from the real estate market. It requires determining which of
them have a greater impact on the amount of income, and which of them (endogenous) are more

influenced by municipalities.
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