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Marcin Komańda* 
 
 

CHALLENGES IN THE IMPLEMENTATION 
 OF MANAGEMENT CONTROL ON UNITS 

 OF THE SPHERE OF PUBLIC FINANCE 
 IN POLAND 

 
 

Summary 
In connection with the amendment of the Public Finance Act requiring the unit of 
public finance sector in Poland to introduce management control, there is a need to 
develop their practical solutions. Often units obliged to implement the management 
control use the services of consulting firms. It should be noted, however, that devel-
oped solutions in units differ, although the ministry has set down standards for man-
agement control. It seems that the major source of this diversity is the heterogeneity 
of the implemented solutions of form of the management control concept in polish 
public finance sector units. This results in a multipurpose type of practical chal-
lenges, that units have to face for the implementation of that type of control. 
 
1. Introduction 

Amendments to the Public Finance Act of 2009 imposed the need for 
maintaining management control on the concerned units of the sphere of 
public finance in Poland. These public actors were faced with the need to 
develop the necessary solutions and their implementation. This Act also ab-
olished the previously existing provisions on financial control. At the same 
time Finance Minister, described in the Regulation principles and standards 
of management control, indicating inter alia, the relationship between it and 
the existing before the amendment the financial control.  

Organizations obliged to run the management control were assistanced 
and are still supported through consultancies to implement it in good shape 
and areas of functioning. Unfortunately, looking at the solutions imple-
mented in this field, it can be seen very quickly, that there is no uniform un-
derstanding of how it should look like in area of the formal implementation 
of this control. It seems that this is due to several factors associated with one 
side of its nature and purpose, on the other hand the expectations of the leg-
islature, which translates into a different perspective to the expectations of 
the auditor investigating the regularity of its course.  

This situation can not be evaluated unambiguously. Taking into account 
the general objectives of management control, as well as members of „man-
aging” in its name, or some of its specific elements, diversification of forms 
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in different organizations seem to be natural and reasonable. However, con-
sidering the environment of these entities functioning, which is the public 
administration, such diversity gives rise to difficulties in assessing the cor-
rect functioning of solutions for management control. The paper attempts to 
present a diversity of sources of the implemented solutions in the running of 
management control in the public sphere in Poland and discussion of key 
issues related to the development of its practical shape. Implementation of 
presented efforts will be based on analysis of the legal provisions governing 
the management control and also will use the author’s practical experience in 
the implementation of management control as a consultant in this field. 
 
2. The nature and form of management control 

From the beginning of 2010 came into force amended Act on Public 
Finance, which introduced the regulations associated with management con-
trol in organizations of public finance sector in Poland. These rules replaced 
the previously existing regulations related to financial control in these units.  

At first glance the new rules, it is fair to say that there were extended 
control objectives in the public finance sector. Article 47 of The Public 
Finance Act of 2005 (30 June) defined the financial control as processes 
related to the „accumulation and allocation of public resources and property 
management”. It was associated primarily with assessing the merits of mak-
ing the conclusion of financial commitments and disbursements, conduct of 
financial management and compliance and assessing the correctness of the 
related procedures.  

Chapter 6 of The Public Finance Act of 2009 (27 August): „Manage-
ment control and coordination of management control in the public finance 
sector” in article 68 defines management control as „all the actions taken to 
ensure that the objectives and tasks in a manner consistent with the law, effi-
cient, cost-effective and timely”. The second point of this article defines the 
objectives of management control. Among them are mentioned: conduct 
compliance with the law and procedures, efficiency, resource conservation, 
promotion of ethical conduct, efficiency of information flow and risk man-
agement. 

Following the introduction of new legislation in the public finance sec-
tor confusion reigned. There have been two fundamental questions: how to 
understand management control, and how far developed standards and oper-
ating procedures are adequate in relation to new legislation. Answers to 
these questions were given, and help dispel doubts (in the assumption of the 
legislator) management control standards to be set by Finance Minister. 

It should also be stressed at this point that the assumptions of manage-
ment control introduced in this control the levels in public administration. 
The most basic level is the unit of the public finance sector, and units that 
have in relation to this previuos one the decision-making and supervisory 
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powers are a higher level of management control (moreover, in the same 
control procedure must be included in an appropriate manner the require-
ments relating to these powers with regard to units of lower order). The 
highest level of management control is an appropriate government depart-
ment. This is an important observation, because this fact will lead to specific 
solutions, fulfilling the standards of management control. 
 
Tab. 1. Areas of financial control and management cotrol in units of public 
finance in Poland 

Financial control Management control 
− conducting an initial assessment of 

appropriateness of financial com-
mitment and payment of expendi-
ture; 

− research and compare the facts to 
the required processes in relation to 
the collection and gathering of 
public funds, financial commit-
ment and disbursement of public 
funds, public procurement and 
reimbursement of public funds; 

− leading financial management and 
the application procedures for 
these processes. 

− ensuring compliance of the laws 
and procedures; 

− ensuring the efficiency and effec-
tiveness; 

− ensuring the credibility of reports; 
− ensuring the protection of re-

sources; 
− respect and promote principles of 

ethical conduct; 
− ensuring the effectiveness and 

efficiency of information flow; 
− risk management. 

Source: The Public Finance Act of 30 June 2005 (Web-based System of Acts, 2005) and of 27 
August 2009 (INFOR, 2009). 
 
 In its communication, Polish Ministry of Finance stated, that manage-
ment control can not be identified and restricted to the inspection activities 
performed by employees of the control cells in the organizational structure 
of unit. This type of control is a more complex system, which aims to make a 
government unit and in the case of local administration -the local govern-
ment unit reached deliberate goals (Ministry of Finance 2010 (a)). This 
statement also indicates that the main aim of the introduction of management 
control in units of public finance sector is to evaluate the effectiveness of 
their actions. Thus recognized that the management control poses similar 
system of control such as the control system for commercial organizations. 
As will be highlighted later in this paper, this is the case with all its conse-
quences, especially for the determining of purpose and assessing the degree 
of their implementation.  

In order to notice a change in understanding the way of functioning of 
public finance sector units, it should be compared the standards of financial 
control and management control, because it will make a thorough analysis of 
areas of the maturity of both approaches (tab. 2). 
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Tab. 2. Areas of standards of financial control and management control in units 
of public finance in Poland 
Financial control Management control 
A. Internal Environment 
Honesty and other ethical values 
Professional competences 
Organizational Structure Identification 
of sensitive tasks Delegation of powers 
B. Risk Management 
Monitoring of tasks  
Risk identification  
Risk analysis  
Taking remedial actions  
Change management 
C. Control mechanisms 
The effectiveness of control mechanisms 
Documenting the financial control sys-
tem 
Documenting and recording of financial 
transactions and economic 
Approval of financial transactions 
Segregation of duties 
Verifications 
Supervision 
Registering exceptions 
Business continuity 
Limiting access to resources 
Of which: Mechanisms of ITsystems  
Access Control 
Control of system software 
Control of the creation and application 
changes 
Segregation of duties 
Continuity of functioning 
Application controls 
D. Information and Communications 
Current information  
Internal communications  
External Communications 
E. Monitoring and evaluation 
Monitoring the financial control system 
Evaluation of the financial control sys-
tem 

A. The Internal Environment 
Adherence to ethical values 
Professional competences Organization-
al Structure  
Assignment of authority 
B. Objectives and Risk Management 
Mission 
Identification of goals and objectives, 
monitoring and evaluating their imple-
mentation  
Risk identification  
Risk analysis  
Risk response 
C. Controls 
Documenting the management control 
system 
Supervision 
Business continuity 
Resource Protection 
Specific controls relating to financial 
and economic operations 
Specific controls operations relating to 
finanacial and economic aspects 
D. Information and Communications  
Current information 
 Internal communications  
External communications 
E. Monitoring and Evaluation 
The monitoring system of management 
control 
Self-assessment  
Internal audit 
Ensuring state of management control 

Source: (Ministry of Finance, 2007; Ministry of Finance, 2009). 
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 Looking at and analyzing the records of the standards in both cases it is 
impossible not to notice that some guidelines are repeated. However, making 
a deeper analysis of the records explaining the various elements of standards, 
it can be assumed, that the management control is a concept which includes 
the problem of financial control. 
 Explanations of the Minister of Finance for the financial control stan-
dards are detailed and relate primarily to financial issues (either directly or 
indirectly). Therefore, implemented in the past financial control consisted 
primarily of ensuring the proper conduct of financial operations in the unit of 
public finance sector, compliance with rules and principles of financial ac-
counting and minimize adverse events in this area. Examples are: double-
checking procedures for financial documents, and securing data in a comput-
er system by making copies of disks. Within this range, you can also bring 
up the problem of providing adequate amounts of money in the cash unit, the 
physical security of the building and rooms, including in particular areas of 
the financial department, or the provision of adequate procedures for the 
transportation funds. In the context of actions that impact indirectly on fi-
nancial operations it can be given the example of adherence to ethical stan-
dards for employees, or identification of so-called sensitive activities, ie, the 
implementation of which could result in abnormalities of the compliance of 
law and financial procedures, which could potentially contribute to the losses 
of an organization. 
 In the case of the management control Polish Finance Minister clarifies 
the set up standards in a much more general way. In fact, he merely describe 
the general principles relating to compliance with specific rules in a particu-
lar area of units functioning. 
 This is because the assumption of management control fastens together 
all the existing and implemented procedures and standards in the unit of pub-
lic finance sector. What’s more, as it turns out, management control directs 
all its activities for the implementation of the objectives of the unit mission. 
 At the moment it is a possibility of returning to the questions that these 
units have set themselves at the time of the introduction of regulations on 
management control. Taking into account the issue of the relationship be-
tween financial and managerial control, it should be no doubt in conclusion, 
that financial control has become an element of management control. Cur-
rently, it is not only an assessment of whether the policies, procedures and 
standards are met, but also about whether the units of public finance sector 
achieve their objectives effectively. Financial goals so they become just one 
of many groups of targets, which the unit of public finance sector seeks to 
achieve.  

Therefore, the second question can be answered as follows: all worked 
out so far standards and procedures still apply, but are tied (targeted) for 
management control and are incorporated into a broader system of perfor-
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mance evaluation in the organization (unit). This observation and the pre-
vious made about the levels of management control have its practical impli-
cations. This is because despite the fact that an unit may itself decide in what 
specific way to meet specified standards of management control, of course, 
assuming that it operates fairly and in good faith, a unit of the public finance 
sector, however, operates in a particular legal environment. This is particu-
larly evident in the standard „internal environment”. Guideline adherence to 
ethical standards suggests a codification of ethics for employees. At the 
same time the law on civil service staff includes a large part of employees of 
these units to the group of civil service and requires the code of ethics identi-
fication. Thus, units in the first degree of management control fall under the 
provisions of codes of ethics established at higher levels (for example, the 
municipal or district office falls under the voivodeship office).  
 Similarly is the issue of another proposed way to implement one of the 
guidelines in the same standard. It’s about making the job evaluation 
scheme. The consequence of the provisions of the Law on Civil Service is 
made by the Polish Prime Minister Regulation on the principles of the de-
scriptions and job evaluation in the civil service (the last of its version of 7 
January 2011, regulation No. 1), where is determined what method, and what 
tools and who is responsible for performing this task (Prime Minister’s Of-
fice, 2011). So the units whose employees are counted as civil servants are 
obliged to introduce such mechanism as standard of management control. 
The proposed actions meeting the standards of management control shown 
in tab. 3. 
 

Tab. 3. Standards of management control and actions implementing them 
Standard Proposed actions 
A. The Internal Environment 
Adherence to ethical 
values 

The introduction of a code of ethics, training in man-
agement control, prevent conflict of interest; survey 
applicants. 

Professional competen-
ces 

Training, planning training in conjunction with the ob-
jectives of the unit; incentive systems; recruitment of 
new staff; periodic evaluation of employees. 

Organizational Structure Organizational rulet; regulations of the various organiza-
tional units; evaluating the effectiveness and functionali-
ty of the unit structure. 

Assignment of authority 
 

The system of mandates and powers of attorney; system 
of registration issued mandates and powers of attorney. 

B. Objectives and Risk Management 
Mission Mission designation. 
Identification of goals 
and objectives, monitor-
ing and evaluating their 
implementation  

System of planning objectives and indicators; a system 
of assessing the achievement of established metrics; 
reporting about achievement of objectives. 
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Risk identification  
 

The identification system of risk measures to use signals 
from outside and from inside the unit; the mechanisms 
for determining the key areas of responsibilities for risk; 
a system including the verification process and results of 
inexperienced people at work. 

Risk analysis  
 

Mechanisms for determining the key areas of responsi-
bilities for risk: identify-nominate an acceptable level-
analyze-respond-monitor. 

Risk response 
 

Linking to the identification of the audit and risk analy-
sis; introducing the principles of periodic risk identifica-
tion and analysis of all elements of management control. 

C. Controls 
Documenting the man-
agement control system 

Register of existing rules; database; system for register-
ing opinions of employees. 

Supervision 
 

The system of verification work of subordinate em-
ployees; development of rules and deadlines for report-
ing about the results of work in key areas of the unit. 

Business continuity 
 

Indication of substitutions, transfer of authorizations, IT 
security, storage system fo data. 

Resource Protection 
 

Financial responsibility of staff for the entrusted proper-
ty ; fire protection systems; inventory guide. 

Specific controls relating 
to financial and econom-
ic operations 

Instructions of circulation and control of documents; 
policy in accounting; instruction register; the range of 
activities; list of signatures of persons authorized to 
approve the operation. 

Specific controls opera-
tions relating to finana-
cial and economic as-
pects 

Applications and solutions to prevent unauthorized 
access to computer network resources; protecting data 
from loss. 

D. Information and Communications  
Current information and 
internal communications  

Instructions of circulation and control of documents; 
tracks of document flow in specific areas of the unit. 

External communica-
tions 

Instructions of circulation and control of documents. 

E. Monitoring and Evaluation 
The monitoring system 
of management control 
 

Making it in the course of the unit’s management; ob-
taining information from the checks and meetings with 
employees. 

Self-assessment  The introduction of mechanisms and procedures for 
verifying and monitoring the functioning of other me-
chanisms and control. 

Internal audit Evaluation of the adequacy, efficiency and effectiveness 
of management control in the unit. 

Ensuring state of man-
agement control  

Reports on the functioning of the business plan, a state-
ment on the state of management control. 

Source: developed on the basis (Puchacz, 2010, pp. 21-90). 
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The above set of proposed actions in response to management control 

standards in the units of public finance sector illustrates that it is really a 
collection of activities related to the functioning of unit tied together activi-
ties related to setting goals, their implementation and risk analysis. These 
areas really differentiate between the management control of financial con-
trol. Simultaneously, this assumption has consequences for attempts to im-
plement in full the form of management control in the unit of public finance 
sector. 
 There is a dilemma that must be resolved by designing the management 
control: whether it is viewed as a set of actions implemented in the unit, or 
lead to the adoption as far as determining the overall regulation of all essen-
tial aspects of management control.  
 The first approach seems to reflect the essence of the concept of man-
agement control, while the second one reflects the pragmatism of units 
against the law and its compliance, particularly in the context of a possible 
audit. In the case no. 1 implementation of management control can be over-
come only by a short internal regulation stating the general rules and dead-
lines of its conducting. It should be remembered that in such system must be 
other, individual regulations on the implementation of all standards of man-
agement control. In the second case, there is the extensive regulation fully 
describing the management control standards. 
 
Fig. 1. Two extreme approaches to the implementation of management control 
in the public finance sector units in Poland 

 
Source: own elaboration. 
  

The introduction of management control in the form of a declaration (in 
addition to formal solutions already existing in the unit) it seems to be in 
accordance with the spirit of its essence, however, can cause several prob-
lems. First, it is important to determine whether all the standards of the man-
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agement control are already being implemented on the basis of other regula-
tions. Unfortunately, units often find changes in the Public Finance Act as 
cosmetics ones and declare the introduction of management control based 
only on the standards of financial control. This results primarily in lack of 
precise goals of the unit, monitoring and evaluation system for their imple-
mentation, and the lack of risk analysis system, which in the case of man-
agement control is associated with the functioning of all areas of the unit, 
and not just primarily financial operations. It is worth emphasizing that, even 
in the case of perceiving a need for additional regulation in the unit, it is 
done in a superficial manner, and also declarative, as for example in the case 
of standards for risk analysis is not acceptable.  
 The second form of the formal implementation of management control 
not only allows to determine whether all control standards are complied with 
but also provides a potential auditor a document allowing him to assess the 
whole system of management control. In the first approach, it would need to 
study the record of all orders and internal regulations of the unit of public 
finance sector. This practical aspect allowing to compare a control system 
implemented in the unit with the ministerial requirements of the standards 
and provisions of the Act (thanks to one document) makes, that in the case of 
many units it is a desirable version of the implementation of management 
control. Although this form does not appear to arise explicitly from the pro-
visions of the law. In addition, unfortunately, due to changes in the actions 
of implementing the various standards (and which may arise as mentioned 
earlier, with the new legislation and regulations of the master unit) document 
implementing the management control will also require revision.  
 
3. The objectives of units and risk analysis 
 Requirement to identify the objectives pursued in the unit, and tasks 
enabling them to fill, and indicators and their desired values poses a number 
of problems to the persons responsible for implementing the management 
control.  
 One of them is related to the fact that the definition of objectives is 
done in conjunction with the mission of the unit. Very often, in these units a 
quality management system operates, that define the mission. At the same 
time, this mission is very often formulated in a specific manner- ie, does not 
specify a general sense of unit being, but lists a number of areas of function-
ing. It seems that this is due primarily to the circumstances of the legal envi-
ronment in which there is a public sector entity. A number of different regu-
lations that impose various duties of the unit make inability to bring the tasks 
assigned to a single common plane. 

 Therefore, in the case of public sector units often assumed, that the 
first, do not have to deal with the mission of the unit in the classical sense, as 
it is administered in the management sciences, and secondly, this mission is 
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identical to the functions carried out within the unit, which leads to the con-
clusion that in the unit are carried out missions (plural) (Puchacz, 2010, p. 
35). This assumption stems from the fact that the various functions in the 
unit are related to the implementation of tasks assigned to the unit. There-
fore, the areas to extract the objectives and tasks of these units are often syn-
onymous with organizational departments of those units. So there is in prac-
tice to define the objectives and determining the roles of the different ele-
ments of the organizational structure of the unit. 

At this point it can be seen a clear difference between the functioning of 
public sector entities and commercial organizations. In the latter case there 
are dealing with bundles of goals, which result from a specific mission and 
functioning strategy, and which specific objectives are assigned to individual 
departments and the organizational cells. In the case of public finance sector 
units, it appears that perhaps the reasons for legal requirements mission will 
not be assigned for the unit but for organizational departments (there will be 
missions). 

This raises additional problems for the definition of objectives and 
tasks in the unit. A particular issue is finance area of units. On one hand, 
financial department must complete a series of tasks and obligations under 
other laws (such as the Law on accounting, procurement, etc.). At the same 
time it is a sensitive area of operation of the unit, condition the proper con-
duct of the other functional areas. Unfortunately, in the case of public sector 
entities, these units often do not have their own revenue sources and do not 
affect the amount of cash received. What’s more, in fact, these units usually 
claimed that funds received for their performance and fulfill their tasks are 
always below their expectations. They are able to ask the master unit to them 
for additional funds, however, this decision is discretionary and is often 
viewed negatively. The question then arises, is how to define the indicators 
and their desired values. This question is particularly relevant in the context 
of the unit’s finances when the unit has no bearing on what amount of mon-
ey will receive, in the case of the planned introduction of performance bud-
geting in public finance sector will also change the situation as to the ways 
and extent of their spending. 

The problem with determining the objectives, particularly relating to 
the financial dimension is a very complex problem. What’s more, it must be 
remembered that the management audit is to make the evaluation of estab-
lished goals and effectiveness in this regard. So, very often, for example, in 
the context of a specific group of costs, decision makers will determine their 
mitigation efforts, while not having any real impact on their level. So it is 
possible that ill-formed indicators for the purpose will be to provide deci-
sion-makers about the ineffectiveness of public finance sector unit. On the 
other hand, there is a danger that decision makers will avoid the formulation 
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of indicators in many areas of possible targets and the standard of objectives 
in management control will not act as a motivational function.  

Determination of the mission, tasks and targets is the basis for making 
the public sector unit of risk analysis. This is because that risk analysis is 
concerned with the determination of events that may negatively affect the 
effectiveness of the implementation of the objectives set out in the unit. Ac-
cording to polish ministry of finance textbook on risk management in the 
public sector, risk analysis of the unit includes (Ministry of Finance, 2010 
(b)): 
− determining the causes and consequences of risk; 
− checking the crossed risk; 
− separation of the low risk of significant risk; 
− term the type and category of risk; 
− specify the relationship between risk and organizational objectives. 

The term risk is to identify the causes of events that become its source. 
However, the effects of risk are associated with the establishment of its im-
pact on the functioning of the unit. Checking the crossed risk in turn deter-
mine the sources of risk that may arise in different areas of individual tasks, 
and possibly whether it can also have its impact in several areas of the unit. 
Further elements of risk analysis are related to such aspects as (Ministry of 
Finance, 2010 (b)): its impact on the organization; the probability of risk; 
existing control mechanisms of the risk (see Fig. 2). 
 The basis for their implementation is primarily a risk-sharing at the 
operational and strategic. Operational risk is associated with the daily opera-
tion of the unit, while the strategic risk relates to the mission of the unit and 
its main objectives, therefore is associated with the foundations of the func-
tioning of the unit. Therefore, ways of determining the probability of risk, 
identification of impact areas, and possible remedial action may look quite 
different in these two cases. 
 
Figure 2. Elements of risk analysis in management control 

 
Source: own elaboration. 
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As indicated by patterns taken from other countries in the risk assess-
ment must be respected above all, the following rules (Ministry of Finance, 
2009): 
− must ensure the application of clearly structured process, where the as-

sessment of any risk will take into account both the probability of its oc-
currence and its impact; 

− risk assessment should be conducted in a manner that facilitates the 
monitoring and identification of priorities for the risk. 
These principles point to the requirement of risk analysis in public 

finance sector unit in a formal and systematic. It is therefore postulated that 
this issue in these units was done either by employees in the departments of 
functional data for which are set out objectives to be achieved, or by a spe-
cial department for risk analysis. This first approach seems to be more popu-
lar in the Polish units, perhaps for this reason, that it does not generate addi-
tional costs to the implementation of this obligation.  

It is also worth noting that the standards of management control issue of 
risk analysis is also present in the standard of self-esteem. In the course of 
making staff responsible for reporting on management control procedures, 
their findings also indicate the need to further recognize the risk factors, and 
any observations on the need for recognition of a new source of risk. 

 
4. Conclusions 
 The introduction of management control solutions poses a public 
finance sector unit and any external consultant in this regard a number of 
challenges. The first of these is associated with the choice of implementation 
of the formal forms of management control in Poland. The second major 
challenge is in turn related to the determination of tasks, targets and indica-
tors illustrating the operation of the unit. Unfortunately, these actions are 
carried out in the tangle of existing legislation. This makes the decision is 
often made that does not fully comply with the demands and the idea of 
management control, but fit well in a bureaucratic system of public adminis-
tration. 
 Example is the frequent identification of unit mission with ongoing 
functions in unit. This leads to understandable for potential auditors and em-
ployees subdivisions of areas of tasks and goals of unit, but also born on the 
base of the management science the problem of the relationship between 
individual tasks and objectives, particularly in terms of the functions. 

Another very important challenge in implementing solutions to the 
management control is staff training. On one hand, it fit into the context of 
management control areas due fixed by Polish Minister of Finance (see stan-
dards for management control and the proposed solutions: table 3), and on 
the other hand is a prerequisite for subsequent proper conduct its procedures 
in the unit of public sector finances. Importantly, the variant in which the 
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reporting of management control is carried out by employees of individual 
cells of the organizational structure (popular solution), it is important not 
only to training involving persons responsible for performing the relevant 
tasks in the management control, but also to raise awareness in this regard of 
other workers. The need arises primarily from the fact that they are the main 
source of information on potential sources of threats to unit tasks, as the 
causative agent of the effectiveness of achieving the desired objectives. They 
should therefore be considered as a source of themes for possible revision of 
the assumptions made in management control solutions. 
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