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Editorial Words

Dear esteemed readers,

It is my great pleasure to welcome you to the latest edition of ASEJ, the academic journal that brings you the latest research in
the fields of law, economics, logistics, finance, psychology, criminology, computer science, and security. This issue features a
diverse range of articles from leading experts in these fields, showcasing their latest research and insights into current trends and
challenges.

As we continue to face unprecedented challenges and rapidly evolving technological advancements, it is more important than
ever to stay up-to-date with the latest research and trends in these fields. This issue of ASEJ offers valuable insights and
perspectives that are essential for anyone seeking to stay at the forefront of their respective disciplines.

We would like to take this opportunity to express our sincere gratitude to the authors for their hard work and contributions to
the advancement of knowledge. We would also like to acknowledge the invaluable support of the Bielsko-Biala School of Finance
and Law for their continued commitment to publishing this journal, which serves as a platform for the exchange of the latest
knowledge and insights.

Virtual reality (VR) technology has been advancing at a rapid pace, and with its growth come a range of challenges in various
fields, including economics, law, security, and computer science. In the realm of economics, one challenge is determining how to
integrate VR technology into existing business models. VR has the potential to revolutionize the way companies conduct business,
but it also requires significant investment and infrastructure to do so. Additionally, there are concerns about how VR will impact
the job market, as it could potentially eliminate the need for certain types of jobs while creating new ones in the VR industry.

In this issue, we also explore the growing significance of virtual reality in law, economics, finance, and security. As VR
technology continues to evolve, it presents both opportunities and challenges in these fields. For example, in economics, VR has
the potential to revolutionize the way businesses operate, but it also requires significant investment and infrastructure. In law, the
use of VR raises important questions around data protection, privacy, and intellectual property rights. In finance, VR can be used
to enhance customer experiences and provide new insights into investment opportunities. In security, VR presents new risks and
challenges, such as ensuring the safety of users and protecting sensitive data from cyber threats.

We hope that this issue of ASEJ will prove insightful and informative for our readers, and we look forward to your feedback
and contributions in future editions.

Sincerely,

Dr Muhammad Jammal
Editor of the ASEJ, Issue 4, Volume 26, 2022
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Specificity, conditions and trends in modern
public financial management in Poland

Pawel Ostachowski!, Sabina Sanetra-Potgrabi’

"Pedagogical Univeristy of Cracov
Poland

Abstract— The article deals with the issues of contemporary
conditions and trends in public finance management in Poland.
Starting from the classic concept of Peter Drucker that
management is therefore not a set of individual and isolated
activities, but the process of performing certain things with other
people, work tries to justify in the first place that public finance is
a special area of management, and then present the specific
features of this space, which means that the direct implementation
of commercial management techniques in it is neither easy nor
fully possible. The main hypothesis of the work is the assumption
that the processes and management innovations appearing in the
commercial sector inevitably cause a slow transformation of
management, also in the public sector, towards the optimization of
its management processes and cost optimization, as well as the
acquisition and use of human resources. The article also
emphasizes that public finance in Poland is still a sector
characterized by organizational distinctness and expenditure
discipline, which limit the full transposition of commercial
management models. It also presents the current trends in the
management of this sector in a summary, pointing to talent
management as one of the possible further ways to improve the
functioning of this sector. The way to test the hypotheses of the
work in this case are various research methods, both the analysis
of the literature on the subject and the analysis of legislation giving
an image of the possibilities and limitations of the implementation
of managerial management in administration and public finances
in Poland.

Keywords— management, public finance
institutions, management trends.

sector, public

I. INTRODUCTION

Management as a process of taking specific actions and
decisions leading to the achievement of goals permeates all
areas of life. It is prezent in enterprises and is of interest in the
public sector and even in households. Public finance is a
particularly difficult area of its implementation. There are many

complex processes in them aimed at the distribution or
production of specific goods and services of general interest
(Article 3 of the Public Finance Act of 27 August 2009 (Journal
of Laws of 2021, item 305); Pawlowska, 1999, p. 17; Kotowska
2014, p. 122-126).

The article deals with problems related to this difficult art of
rational and effective management. The main hypothesis of the
work here is the statement that management processes and
innovations appearing in the commercial sector inevitably
result in management transformations in the public sector not
only towards optimization of its management and cost
processes, but also in acquiring and using human resources. The
work also emphasizes that public finance in Poland is still a
sector characterized by organizational separateness and
expenditure discipline, which limit the full transposition of
commercial management models. Finally, it presents the most
widespread trends in contemporary financial economy in
Poland, at the government and local government level. The way
to test the hypotheses of the work in this case are various
research methods, both the analysis of the literature on the
subject and the analysis of legislation giving an image of the
possibilities and limitations of the implementation of
managerial management in administration and public finances
in Poland.

IT. PUBLIC FINANCE AS A SPECIAL AREA OF MANAGEMENT

The above statement is justified, which is supported by many
premises. The first is the emergence of the science of finance as
a separate discipline, the subject of which are monetary
phenomena in the socio-economic environment. Knowledge of
finances and processes taking place in them goes beyond that
of economics and management sciences (Krzeczewski, 2015, p.
85-87). Public finance is at the same time a special area with a
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constant need for understanding the essence of its functioning,
which causes an increasingly stronger specialization of research
on them in the science of finance (Flejterski, 2006, p. 44-47).
Another reason to treat public finances as a special area of
management is their social conditioning. They do not concern
individual, but collective needs, the aggregation and
implementation of which is often contrary to what is
recommended by management science. The main goal of public
finance management is, for example, meeting the needs of
collective security or the efficient functioning of the state
(Tomaszewski, 2018, p. 79-83). A feature of the public finance
sector is also its relationship with the evolution of the state's
functions, the scope of which is subject to evolution in political
and historical terms. After all, the modern state performs both
systemic and operational tasks (Budzet zadaniowy w
administracji publicznej 2010, p. 17-20). The first is the social
and economic development policy conducted by the authorities.
The second is public services offered to the public. Managing
public finances does not require thinking about market
competition, or the need to conduct extensive marketing
activities. State revenues remain diversified, but the impact of
public finance management on its amount depends on political,
parliamentary and government decisions, the quality of the law
being created, and the effectiveness of the fight against
corruption (Piotrowska-Marczak, 2011, p. 10).

Public finance requires management to test its tools and
techniques in the implementation of public utility tasks,
contributing to the satisfaction of individual or collective social
needs in a different way than the transfer of ownership of
tangible foods (Satota, 2017, p. 259). This concerns, in
particular, goods and services that are public foods
(Kitaszewicz, 2017, p. 114-118; Kleer 2005, p. 24-25).

When looking at the public finance sector, it is impossible
not to notice the diversity of its entities in terms of competences,
organization and legal (Kotowska, 2014, p.128). It includes
public authorities, government administration, control and
protection of law, courts and tribunals, but also local
government units and their unions, executive agencies,
budgetary economy institutions, state special purpose funds,
budgetary units, local government budgetary establishments
and many others (Article 9, points 1-15 of the Public Finance
Act of 27 August 2009 (Journal of Laws of 2021, item 305)).
All this leads to the conclusion that public finance as an
institutional sector is an area with different characteristics from
the private sector, which poses completely different challenges
to management science and its practice, if its application is to
be effective. The content of many management decisions is
determined here by the political situation, social expectations or
economic conditions (Dylewski, Filipiak, Szewczuk, 2004, p.
13).

[II. 'THE SPECIFICITY OF PUBLIC FINANCE MANAGEMENT

For a thorough understanding of it, it is necessary to refer to
the essence of the process. After all, management is a structured
set of activities including, inter alia, planning and decision
making, focused on the resources of the organization and

ASEJ ISSN: 2543-9103 ISSN: 2543-411X (online)

carried out with the intention of achieving its goals in an
efficient and effective manner (Griffin, 2017, p. 36-37).
Therefore, it is not a set of single and isolated activities, but a
process of doing certain things with other pe ople (Robbins,
DeCenzo, 2002, p. 32). Referring to Peter Drucker, it therefore
concerns people and their cooperation, which should neutralize
weaknesses and use their talents and strengths (Drucker, 1976,
p. 76-77). Effectiveness and efficiency are also of great
importance. We understand the first as the achievement of the
intended result (Kotarbinski, 1975, p. 104). The second is
identified with the effectiveness of action (Piotrowska-
Marczak, Uryszek, 2009, p. 12).

When presenting arguments for the thesis about the
specificity of public finance management, attention should be
paid to its main features, which are responsibility and
reliability. The importance of both features is particularly
important due to the fact that bearing the consequences of
irresponsible actions or errors in public finance management
can have a huge range of impact. Moreover, since the funds
collected by the public finance system come from the society,
it expects that they will be spent legally and effectively. On the
other hand, elections become a tool for wverifying this
responsibility and reliability in public finance management.

Another special feature of public finance management is the
functioning of tools to strengthen clerical responsibility for
errors, actions or omissions in the management of public funds.
We are talking about regulations introducing financial
discipline, which establishes rules, violation of which results in
incurring disciplinary liability. It is in vain to look for such
solutions in the commercial sector. The legal determination of
acts violating the discipline of public finances, in this case, is of
a preventive nature, as it determines how people who carry out
activities with the participation of public money should not act
(Finanse publiczne i prawo finansowe, 2003, p. 788-790).

The legislation on public finance discipline in Poland is
designed not only to minimize the risk of wasting Money
(Piotrowska-Marczak, 2011, p.16). It also has a more important
feature. It is the responsibility of the head of the unit for errors
and breaches of employees, for which he is equally responsible
for subordinates (Sottyk, 2015, p. 133-135; ref. Act
BDF1/4900/15/17-18/RN-6/11/840). At the same time, he
cannot get rid of this responsibility by means of acts of internal
law (Wyrok Wojewodzkiego Sqdu Administracyjnego w
Warszawie of May 142012, ref. Act V SA/Wa216/12). The task
of the head of the public finance sector unit is to create effective
management control, thanks to which the tasks assigned to
employees and related to the spending of public funds will be
carried out efficiently, on time and economically (Article 68 of
the Public Finance Act of 27 August 2009 (Journal of Laws of
2021, item 305).

Responsibility and discipline in spending money are not
specific features of public finance management. They are also
complexity in making decisions (Szewczuk, Zioto, 2008, p.
356-358) and orientation towards the future (Piotrowska-
Marczak, 2011, p.16). This means the activity of managing
entities in the field of almost all functions that the state performs
in the socio-economic environment. With regard to the time
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perspective of the decisions made, many of them even
determine the situation of future generations, for example in the
case of the policy of incurring liabilities that create public debt.
Comprehensiveness and focus on the future, combined with
focus on results, creativity and cooperation are in this case
strongly associated with the system of values characteristic for
strategic management (Kafel, 2013, p. 84-87). Its presence in
public finances is more and more visible. The same applies to
information and decision-making processes supported by
planning, organizing, motivating and controlling (Stabryta,
2017, p. 36)

Public finance management must also take into account not
only the rationality of management, but also act in a manner
consistent with the principles of sustainable development and
care for the natural environment. While for private business
entities or households, the issue of respect for the environment
still more often seems to be perceived as a choice or a
compulsion resulting from legal provisions, when public
investments  appear, environmental and  sustainable
development issues must be included in the essence of these
projects. Their overarching goal, which is not to achieve profit,
but to achieve social welfare, is also defined completely
differently (Piotrowska-Marczak, 2014, p. 849-857). A feature
of the functioning of public finances in Poland is also the
progressive  fiscal federalism, which is based on
decentralization processes and the model of a three-tier local
government equipped with its own legal personality and the
possibility of obtaining its own income from both tax and non-
tax sources (Piotrowska-Marczak, 2011, p. 23-34) The
existence of local self-governments as a combination of fiscal
and administrative institutions and granting them tax authority
and the right to choose ways of performing public tasks, optimal
for local conditions, seems to be of particular importance here
(Federalizm fiskalny w teorii i praktyce, 2009, p. 14-15).
Despite this fiscal federalism in Poland, public finances at the
central and local level remain in close management
interdependence. An example of this is the budget, which, both
at the central and local government level, is based on the same
provisions relating to its internal structure and the classification
of income and expenditure. At the same time, it is the basic tool
by which the authorities achieve their social and economic
golas (Wspotczesne finanse publiczne. Ujecie sektorowe, 2020,
p. 11). It also stimulates the economy by allocating public funds
to it (Dylewski, 2017, p. 89-103).

IV. LIMITATIONS IN THE MANAGEMENT OF PUBLIC FINANCES

They are of an exo and endogenous nature, so they result both
from the environment of the public finance system and its
internal order. Paying attention to internal limitations, it is
worth pointing to the public revenues themselves, both in terms
of their size and structure. The less the state institutions cope
with the collection of public levies, the more difficult it is to
manage the expenditure sphere. The same is true of a flawed
income structure (Uwarunkowania i bariery, 2007, p. 11). It is
also difficult to find efficient and effective management of
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public finances in a situation of an irrational system of expenses
dependent on political decisions (Kosikowski, 2006). An
equally important reason limiting the effectiveness of
management activities in public finance is the volume of public
debt and the structure of its financing sources. If its level is too
high, the complexity of its management processes increases.
The costs of its servicing or incurring new liabilities are rising,
and its defective structure may complicate management
processes. This limitation becomes more severe the more
unfavorable the relationship between internal and external debt
is.

Also, the organization of the public sector itself may prove
to be a significant constraint in the management of public
finance (Piotrowska-Marczak. 2014, p. 854). This is
demonstrated by the experience of many countries, which
makes it even more necessary to modify and adapt the concept
of public finance management to the specificity of each
country. Effective solutions in one country, they may
completely miss the specifics of the public finance sector in
another (Bobinska, 2012, p. 61). The system of financial
forecasting and planning may also be a serious limitation
(Kosikowski, 2006, p. 4). Its task is to improve the efficiency,
transparency and openness of the revenues and expenses of the
state and local governments (Owsiak 2014, p. 166-176).
Nevertheless, a quality assessment and the accuracy of planning
in the public sector is difficult. It is enough to look at the state
budget to see that the entire system of forecasting and planning
activities in the public finance sector is complicated by
(Piotrowska-Marczak, 2014, p. 854-855):

+ scale, number and complexity of tasks carried out from
public funds,

+ the impact of political decisions on the level of activity of
the state or local governments in terms of shaping revenues
and determining the amount of expenditure,

+ the government's approach to the issue of public debt,
budget balance or the scale of using fiscal policy to mitigate
economic perturbations resulting from ideological factors
or specific paradigms of thinking about the economy,

+ the inability to fully depart from the cash model of planning
and allocating public funds, resulting from the need to
maintain the transparency of the sector in obtaining and
spending public funds,

* a very large number of public finance sector bodies and
institutions participating in fund management,

+ a different status of income in relation to expenses, where
the former are a forecast in this case, and the latter are a
limit,

+ collecting the income of the state or local governments in a
situation of constant fluctuation (more or less) of tax law,

+ limited possibilities of assessing to what extent tax
avoidance mechanisms and loopholes will be used by
taxpayers to reduce or illegally avoid tax obligations,

+ difficulties in assessing the scale of tax reliefs that will be
granted under the powers of the tax administration bodies
(Minister of Finance, tax chambers and offices).

The above-mentioned factors influencing the prognostic and
planning processes in the public finance sector, it also
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complements the ineffective control system, where its course
and duration become an obstacle to the normal functioning of
the entity (Piotrowska-Marczak, 2014, p. 854). A similar
limitation to the efficient management of public finances seems
to be the improper organization and functioning of the financial
administration (Kosikowski, 2006, p 4). Any attempts to reform
its operation and structure without in-depth reflection on the
importance of these entities in the processes of managing public
levies may turn out to be insufficient. The same is true when
such activities are selective or piecemeal (Kulicki, 2016, p. 12).

Looking at the limitations in public finance management
from an exogenous perspective, it is worth pointing to those
arising from the political and legal environment. This concerns
in particular the provisions existing in the applicable legal
system, the application of which excludes or hinders the
undertaking of certain actions by institutions of the public
finance sector (Kosikowski, 2006, p. 2) In view of the size of
the public finance sector and the entire system of substantive
law, the number of barriers created by the legislator's intention
and unintended by its will seems difficult to count. Such
shortcomings of the legal system are significant because they
usually spread to many areas of social policy, such as health
protection, social welfare, and internal and external security
(Piotrowska-Marczak, 2014, p. 854). One imprecise wording of
the provision is enough for the entire effect of ambiguity to have
a negative effect on its financing, creating room for further
abuses. An equally fundamental area of limitations in the
management of public finances is the economic environment. It
is the source of the greatest number of stimuli influencing the
forecasting and realization sphere of the entire public finance
sector. Changes in this environment are usually described by
macroeconomic aggregates such as inflation, unemployment,
consumer demand or GDP, on the basis of which forecasting
and planning activities are made. Difficulty in predicting their
volatility burdens the entire process of planning public revenues
and expenditures. Moreover, even much more specialized
indicators are important here, such as employment in the high-
technology industry, the level of expenditure on research and
development, or the scale of investments of enterprises
(Mozdzierz, 2009, p. 157).

An area that creates actual and potential restrictions for
public finances is also the social environment. It clearly shows
the intensification of depopulation processes that affect the
income and expenditure side of public finances. The increase in
the number of unemployed people as a result of the progressive
aging of the population in many countries has such an effect. At
the same time, the aging society increases the need to undertake
new tasks related to the creation, development and financing of
new types of public services addressed to people in post-
working age as part of public finance management. The
shrinking number of working people means that the
possibilities of recruiting qualified management staff to work in
the tax apparatus are also diminishing. Migration processes,
both domestic and foreign, also seem to create similar
difficulties. As a result, there is often an outflow of valuable
employees to more urbanized regions, offering better working
and pay conditions than those offered in the public finance
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sector. Importantly, the management of public finances is also
strongly influenced by the issue of social perception of the
orders and prohibitions functioning under tax law. The lower
the citizens' respect for tax rules, correlated with the insufficient
effectiveness of the fiscal apparatus in prosecuting
infringements, the more difficult public finance management
becomes. In this case, social attitudes towards the fiscalism of
the state may result from various reasons, which include, among
others (Sobocinski, 2014, p. 39):

+ negating the social functions of the state, or perceiving the
state's financial apparatus as the main example of
restricting the freedom of an individual,

+ the lack or insufficient knowledge of taxpayers about the
provisions of tax law, as well as about the rights of citizens
as part of the redistributive function of the state,

+ the social position of an individual in society and the
accompanying conviction about their impunity in the event
of tax evasion,

* duplicating the patterns of other people, accompanied by
social consent to avoid taxation or using loopholes in the
regulations to obtain unjustified benefits from public funds.

In this case, the effect of the above-mentioned behavior is a
smaller or larger tax gap, i.e. the difference between the forecast
and actual tax revenues if the tax system functioned correctly
and the payers fulfilled their obligations in a timely manner and
in accordance with the letter of the law (Zblewska, 2019, p. 13;
PWC i IBS p. 5; Matecka-Ziembinska, 2017, p. 46).

Another area where it is possible to notice the phenomena
whose occurrence and intensity affect the management of
public finances is the technological environment of the sector
and the related access and flow of key information for
management processes. After all, public administration bodies
and institutions are the largest users of ICT resources and
systems for data storage and analysis (Sroka, Suchanek, 2017,
p- 29). The availability and increasing dissemination of these
tools make management faster and easier, and the very contacts
between taxpayers and beneficiaries of the public finance sector
- more comfortable. However, technological progress in public
finance management is of key importance, especially in terms
of rationalization of operating costs of units in this sector
(Sroka, 2009, p. 33) The most important trend and limitation in
this case seems to be the acceleration of the pace of digitization
of services, while maintaining data confidentiality and ensuring
information security (Sroka, 2006, p. 173-175).

V. PUBLIC FINANCE MANAGEMENT ENTITIES AND CENTERS

The expansion of areas in which the state is forced to create
legal regulations and take actual actions makes it necessary to
constantly expand the apparatus for managing public finances.
The resulting complex structure cannot function solely on the
basis of a centralized management model. It would remain
ineffective due to problems with the effective flow of
information or decision paralysis resulting from the amount and
time of substantive reflection on each decision. Hence the
delegation of decision-making powers to lower levels of
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management, the practical implementation of which is the
separation of two areas of public finance management;
government and local government (Piotrowska-Marczak, 2011,
p. 17). Reflection on public finances in Poland leads to at least
a brief overview of the currently functioning system, as well as
the tools that the entities operating in it use in management
processes.

The structure of the functioning of public finances in Poland
is set out in article 9 of the Public Finance Act, which states that
it is composed of (Article 9 of the Public Finance Act of 27
August 2009 (Journal of Laws of 2021, item 305); Rutkowska-
Tomaszewska, 2012, p. 100-103):

* public authorities and those operating within the
framework of government administration, state control,
law protection, as well as courts and tribunals,

* communes, poviats and voivodships defined as local
government units, including all their associations,

* budgetary units and local government establishments, as
well as executive agencies and budgetary economy
institutions, diverse in terms of tasks,

+ state earmarked funds established for the purpose of
managing specific funds and performing on the basis of
unspecified tasks,

* institutions performing tasks in the field of social
insurance, such as the Social Insurance Institution (ZUS)
and the Agricultural Social Insurance Fund (KRUS), or
health insurance, such as the National Health Fund (NFZ),

* healthcare entities in the form of independent public health
care units (SPZOZ),

* public universities and the Polish Academy of Sciences, as
well as its founders,

+ the sector of local government and state cultural
institutions, including those engaged in film activities,

» other entities, the establishment of which results from
statutory provisions, and aimed at performing tasks the
financing of which is based on public funds.

The indicated entities are non-profit organizations. At the
same time, the system was simplified, as the auxiliary farms of
state and local government budgetary units, as well as state
budgetary establishments operating before 2010, disappeared
from it (Pietrzak, Wozniak, 2014, p.96-97). The situation is
different with state-owned enterprises, banks whose
shareholders are the State Treasury, other commercial
companies or research and development units. Their Public
Finance Act does not include the sector (Kotowska, 2010, p.
120). The activity undertaken by them is usually of a
commercial nature. An extensive catalog of entities managing
the assigned parts of state or local government revenues means
that we are dealing with, for example, a situation of limited
financial independence of the local government sector
(Federalizm fiskalny w teorii i praktyce, 2009, p. 15).

An important place in the processes of public finance
management is also played by decision-making centers, i.e.
bodies and institutions whose main task is not only to create
legal rules and mechanisms regulating the functioning of the
entire public finance sector, but also to determine the directions
of decision-making in the implementation of revenues and
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public expenditure. . Probably the most important of them at the
level of state finance remains the Council of Ministers (RM). It
is responsible for working on the draft budget act, conducting
the state's financial policy and setting its goals. It also develops
and implements measures to achieve them (Ke¢pa, Patyra, 2012,
p- 35). At its meetings, positions are agreed on the key
directions of fiscal policy, both in the area of taxes and public
expenditure. At the same time, budgetary power in terms of
designing the document, it remains in the hands of the Minister
of Finance. In a way, this limits the ideas of other members of
the RM to make far-reaching proposals to increase expenses.
The head of the ministry ensures that the financial plans
prepared in the ministries are consistent with the spending
limits set by the planned budgetary golas (Franek, 2011, p. 28).

The role of the Minister of Finance as the ,,chief manager”
and the ministry subordinate to him as a design and forecasting
center seem to be of key importance. It is he who translates the
RM of the state budget for each subsequent year. It determines
the mode of work on it, whether it collects financial plans
prepared in individual ministries (K¢pa, Patyra, 2012, p. 39).
His bargaining position towards other members of the
government at meetings of the RM, however, depends largely
on the support of the Prime Minister and the situation in which
the government has an independent majority in parliament to
support its policy, or shares it with one or more co-coalition
partners (Hallerberg, von Hagen, 2006, p. 37-40). An
extremely important place from the point of view of state
finance management is also headed by the Director General -
the Ministry of Finance (MF). The first management errors may
appear there. Hence the special role of the secretaries and
undersecretaries of state in the control and supervision of the
activities of the Ministry of Finance departments.

Although the center of design and financial management of
the state remains the RM and MF, the success of the strategic
management and financial discipline goals therein also depend
on parliamentary decisions. The course of the decision-making
process in this case determines the efficiency of the Public
Finance Committee (KFP), as and others - appropriate for
individual parts of the submitted Project (Borski, 2015, p. 211;
Finanse publiczne i1 prawo finansowe, 2003, p. 338).
Parliament's committees as well as deputies may turn out to be
those who not only do not have the appropriate competences to
work on complicated financial matters. They may even, due to
their own political interest, extend parliamentary work or act in
favor of unfavorable or ill-considered changes in public finance
(Ciak, Gluchowski, 2015, p. 451-463; Gajda-Kantorowska,
2018, p. 319-321). Everything is additionally complicated by
the lack of a stable parliamentary majority or disputes within
the ruling coalition, which may result in rationally and
economically unjustified decisions regarding the voted
amendments to the draft (Piotrowska-Marczak, 2011, p. 18-19).
That is why public finance management researchers so often
emphasize the relationship between public finance discipline
and the strengthening of the executive's position towards the
parlament (Babczuk, 2007, p. 245-246). The signature of the
President of the Republic of Poland under the Budget Act after
the procedure of its parliamentary agreement and modification
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by the Sejm and the Senate is completed is actually a formality
in this case, especially since the head of state's room for
maneuver is limited in this case by art. 224 of the Constitution
of the Republic of Poland, as to the date of signing the
document, as well as other possibilities of questioning its
provisions (Article 224 of the Constitution of the Republic of
Poland of 2 April 1997, (Journal of Laws of 1997, No. 78, item
483)).

The above-mentioned financial management centers at the
national level in relation to the state budget are also duplicated
at the local level in relation to local government budgets. This
takes place in a slightly different form, which results in this case
from the acts on the commune self-government (Act of March
8, 1990 on the local government (Journal of Laws of 2022, item
559)), on the poviat self-government (Act of 5 June 1998 on
poviat self-government (Journal of Laws of 2022, item 528))
and on the voivodeship self-government (Act of 5 June 1998 on
voivodship self-government (Journal of Laws of 2022, item
547)). However, the decentralization of public finances does
not result in a departure from the schedule of works on local
government budgets, or another definition of the principles that
should determine their structure, such as formal unity. Also in
this case, the project initiative and planning tasks are assigned
to local executive bodies, and then local government budget
projects are sent to decision-making bodies, subject to
modification and discussion processes similar to those at the
central level. Similar deliberative and political mechanisms are
at work.

VI. TRENDS IN THE PUBLIC FINANCE MANAGEMENT

The financial management system is not unchanging and
permanent, but it is constantly evolving. This is the result of
adapting to the changes observed in the system environment, as
well as the impulses coming from it, awakening or accelerating
the transformation processes. Evolutionary impulses for public
finance management may be various. One of the most recent
pandemics has become not so long ago the COVID-19
pandemic, which contributed to many changes, putting the
public administration and the entire public finance management
system, the need to conduct routine and legal activities in the
new conditions (Szyja, 2020, p. 272). Likewise strong and an
unexpected impulse is the current situation related to the energy
shock in the European economy and the war in Ukraine. Both
of these events necessitate the verification of a number of
forecasting and planning activities. It is particularly visible in
the case of the increase in energy prices, the effects of which
»spread” over the Polish and European economy, forcing the
intensification of management activities in public finances,
starting from the establishment of special tax regulations, and
ending with increasing public transfers directed to enterprises
and households. The current supply shock leads to structural
changes in the public finance management system involving tax
institutions or other entities operating within the public finance
management system. A similarly powerful impulse for
evolution, this time of an internal nature, may also be the
historical conditions and traditions of a given country, social
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mentality, or the range of citizens' needs related to quality,
evolving over the decades, and the availability of publicly
funded services (Piotrowska-Marczak, 2011, p. 20).

Another important trend in public finance management is the
attempt by this sector to respond to the phenomena related to
domestic and international tax optimization (Gajewski, Nowak-
Far, 2016, p.1). The smooth line between choosing the most
favorable form of taxation for taxpayers and circumventing the
tax law is unfavorable for public finances, especially if it is
based on reliable legal and business knowledge wishing to
avoid taxation, combined with full ambiguity and complicated
tax law (Raczkowski, Krukowski, 2010, p. 278) The Polish
systemic response to this challenge was to be the establishment,
on March 1, 2017, of the National Revenue Administration
(KAS) as an organization forming part of the public revenue
administration apparatus with to combat tax fraud, improve the
efficiency of customs and tax collection, consolidate the fiscal
administration, customs service and fiscal control, or strengthen
feeling of obligation to voluntarily fulfill tax obligations in
citizens. The purpose of establishing KAS is also to reduce the
operating costs of the fiscal administration itself in relation to
the income generated on the basis of its operations (Drozdz,
2021; 1. Nowak, 2021, p. 41-42) The positive effects of the
change, although not without staff reservations, were indicated
in its audits by, for example, the Supreme Audit Office.
Arguing the positive assessment, she emphasizes that the
establishment of KAS actually created the conditions for
improving the effectiveness of the entire system of collecting
public financial liabilities (NIK o Krajowej Administracji
Skarbowej, 2010)

Searching for new, more effective and efficient management
methods in public finance, it causes a wider opening of this
sphere to the concept of management through objectives, i.e. a
technique whose main point is not individual, but team
determination of requirements regarding what I expect from
employees and organizational units in which they work. It also
constantly evaluates the effects of their work in order to
formulate and implement further improvements. This
continuous ,,improvement” of the organization, inscribed in the
concept of management through objectives, if properly
implemented, will allow public finance sector units to monitor
the effectiveness of their activities on an ongoing basis,
constantly improving them (Kozminski, Piotrowski, 2005, p.
589-590)" The evolution of public finance management based
on objectives takes place in this case at least on two basics,
which are (Piasny, 2016, p. 340).

+ properly structured and effective management control,
+ performance budget as a tool for achieving the set goals.

Each of them is one of the components of the New Public
Management (NPM) concept that extends to the entire public
sphere, in which there is to be a smaller or larger
implementation of private sector management methods and
techniques into the public administration system, making it
more economically efficient and focused on quality and results
(Mtodzik, 2015, p. 185; Myszak, 2012, p. 109; Skorwider,
2011, p. 628). It is thanks to NPM that also public finances
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become more focused on achieving results, not on processes,
and the very conditions of their operation become more
flexible, both in terms of employment, work, and the
organization itself (Krynicka, 2006, p. 195). The trend of
improving management control is of fundamental importance
for the improvement of the functioning of public finances. It is
clearly defined by article 68 of the Public Finance Act, which,
as a process of activities aimed at achieving the intended goals
in accordance with the provisions of applicable law, and at the
same time in an economical, timely and effective manner
(Article 68 of the Public Finance Act of 27 August 2009
(Journal of Laws of 2021, item 305); Sottyk, 2018, p. 126). At
the same time, management control processes should comply
not only with the provisions of common law, but also with all
internal procedures of the entity. It itself should uphold the
credibility of financial reporting and protect the resources held
by the entity. It is also important in her case to promote ethical
conduct, efficiency, effectiveness and optimization of risk
management procedures (Babuska, 2011, p. 12). Improving the
functioning management control in public finance is almost a
necessity. Nevertheless, thanks to the systematization of its
procedures, it is possible not only to identify critical points of
delay in decision-making processes, but most of all to eliminate
them, bringing with it an improvement in the quality of
management in the entire public finance sector (Babuska, 2011,
p. 19) The necessary condition, however, is the activity of all
people involved in the management of the entity, not only the
manager (Sottyk, 2018, p. 127)

The dominant forms of introducing management control in
the public finance sector in Poland are orders of the head of the
unit or management control regulations. Moreover, internal
audit is quite common in many entities (Winiarska, 2016, p.
57). The dissemination and improvement of management
control in public finance is, however, a persistent trend,
although not without weaknesses. The problems that require
further reflection seem to be especially here (Lubimow-
Burzynska, Kowalczyk, 2013, p. 99-109)°

+ an appropriate level of detail in the documents relating to
the provisions and procedures implemented as part of
management control,

* implementation of risk management mechanisms on a
larger scale,

+ creating or specifying the rules of ethical conduct for
employees of the public finance sector,

* improving the systematic and documented monitoring and
evaluation of the adopted management control solutions,

+ further optimization of the efficiency and effectiveness of
information flow in the entity,

* supplementing the qualifications of employees responsible
for management control.

Also, performance-based budget is an important tool for
improving the efficiency of public finances, as well as a tool
thanks to which public finances evolve from traditional to
modern forms of management. Acceptance for its functioning
in Poland seems to be high, and its dissemination does not raise
any doubts (Lada, Dziubinski, 2017, p. 93). At the same time,
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it is a tool by which the methods and management techniques
of the private sector are adapted to the sphere of public finance,
and by which the concept of New Public Management is
popularized in the country (“Wifiska 2009, p-10). The very pace
of its introduction in the public finance system indicates that it
is an evolutionary tool, operating parallel to the budget in the
traditional system (Lada, Dziubinski, 2017, p. 95) However, it
would not be a necessary tool if it were not for its numerous
advantages, such as:

* a communication layer that allows the complexities of
finance to be explained more clearly to the public (Kozun-
Cieslak, 2010, p. 15),

 lower linking of strategic goals with the election cycle and
the resulting political changes (Posmyk, 2013, p. 35-55),
with better linking them with social expectations (Sierak.
2011, p. 116-117),

« the ability to allocate financial resources in a more flexible
way and objectified (Zawadzka-Pak, 2014, p. 23-24).

Nevertheless, performance budgeting, although it becomes a
popular trend in public finances, is demanding and not without
difficulties. They are, for example:

+ labor consumption of data collection and reporting
resulting from the large number of tasks and units
performing them (Burzynska, 2011, p. 263-264),

+ the need to have adequate human resources, especially
people with practical skills in management and planning
(Posmyk, 2013, p. 59-60),

+ the existing risk of wrong selection of measures for the
implementation of tasks or estimation of the costs of their
implementation (Ptoskonka, 2010, p. 142-143),

+ limitations in clerical thinking and that represented by
public authorities (Lada, Dziubinski, 2017, p. 97), and
above all, reluctance to control the results of clerical work
from the point of view of the goals they should achieve
(Misiag, 2013, p. 96) .

VII. CONCLUSION

Concluding the considerations on the conditions, specificity
and trends in public finance management, it is worth
emphasizing a few fundamental issues. The fact is that the
public finance sector, with its characteristics different from the
private sector, is slowly evolving. Nevertheless, the
implementation of elements known from commercial
management concepts, which take the form of NPM in it,
remains strongly connected with the financial law system and
the nature of the mission performed by public finance sector
bodies and institutions towards citizens. Moreover, many
management decisions in the public finance sector are still
determined by the situation and the resulting political decisions,
macroeconomic  conditions,  social  expectations, or
management staff with not necessarily adequately broad and
improved competences and knowledge in the field of
management. The public finance sector seems to suffer from a
shortage of specialists and professional managers with practical
management knowledge from the commercial sector, which is
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difficult to attract to the sector and would provide a significant
development impulse to do so. As a result of the above-
mentioned factors, as well as the attitude towards achieving
social goals, public finance management cannot and does not
close itself to new trends in commercial management but
implements them in a modified form into its reality. In
particular, the emphasis is on the dissemination and
improvement of management control and optimization of
internal processes in order to focus them on effective and
efficient achievement of goals. Despite the still firmly
established in law model of cash budget planning, strategic
management and task-oriented planning are also popularizing.
Traditional models of position-based work of public finance
employees are complemented by elements based on project
work methods. Nevertheless, management processes in public
finance still have a lot of room for development, for example in
the area of human resource management, where, apart from
traditional staff-line structures of personnel management, a
large catalog of tools improving the work efficiency of
employees, such as their motivation to perform it, remains
unused. It is the quality of human resources that largely
determines the success of not only a company, but also a public
institution. A big field for improvement in this category would
be at least the use of the concept of talent management,
emphasizing the importance of identifying and strengthening
the potential hidden in each employee (Wieczorek-Szymanska,
2019, p. 144). Since, having at their disposal talented
employees, it is easier for employers to create companies that
stand out in the socio-economic environment, all the more
public institutions should care about attracting and retaining
such employees.
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