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ABSTRACT

This study investigates the concept of the stability of the state and the public finance sector (PFS) based
on a review of current literature in the field. An attempt has been made to define the principles of public
management and present the structures of public finance sector units (PFSU) in Poland. The study focuses
on the public finance sector, units included in this sector, mechanisms influencing the functioning of public
service organisations and their management. Part of the research is a case study analysis of a sample PFSU,
which is a central administration body. The purpose of the study was to identify the measures used to assess
the stability of a public finance sector unit and to interpret those measures in relation to the studied areas
of the PFS in Poland. The paper explores the principles of managing the organisation of the public finance
sector, the notion of public management and its genesis. The selected PFSU case was used to indicate the
relationship between the functioning of a public finance sector unit and the stability of leadership in that
unit. The study is descriptive and uses inference methods. The research material included the literature on
public finance and management as well as internal materials of the studied public finance sector unit. The
main objective of the study was to show how the destabilisation of leadership can affect the functioning of
the state office. As a result of the analysis, measures most accurately describing the phenomenon of leader-
ship stability have been constructed. They include: measures based on quantitative assessment, measures
based on institutional behaviour assessment and measures based on the subjective opinions, behaviours
and expectations of employees, stakeholders and associates of the PFSU. The existence of a relationship
between the stability of leadership and the functioning of a public finance sector unit was confirmed.
Changes were recorded in the functioning of the office during frequent personnel changes in senior civil
service positions.
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INTRODUCTION

In the literature, the term “stability” is usually placed
in the context of political stability of a state and is used
by analysts and researchers to determine the condition
of a given state or assess the effects of implemented
policies. The review of the literature, conducted in
order to explore the concept of stability itself, its
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essence, measures and effects, revealed a three-fold
approach. The researchers focus on legal aspects
and constitutional conditions of the stability of state
organs, the stability of the state in the international
dimension or identification of factors that may impact
the effectiveness of management and functioning of
individual organisations, e.g. local governments or
budgetary units.
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The stability of the state in the constitutional di-
mension is indispensable for the existence of an or-
ganised political and social community, as well as the
institutions representing authority whose role is to
protect the functioning and existence of the commu-
nity [Weber 1998, p. 56]. The lack of a stable govern-
ment leads to both economic and social crises, which
in turn contributes to changes at the highest levels of
power. To avoid cycles of adverse phenomena, the
recommended solution is to define the state authority
in compliance with the constitutional principles and
the stability and effectiveness of the executive power
[Balicki 2018, p. 206]. Shepherd [2010, p. 8] sug-
gests that political stability, unrelated to any type of
political regime, should be a way of exercising power
aimed at achieving positive effects. Shepherd equates
political stability with the notion of good governance,
i.e. good administration, understood as making and
implementing decisions by public institutions at vari-
ous levels of power and maintaining relationships with
civil society organisations. Entities that directly expe-
rience the effects of decisions participate indirectly in
taking those decisions. In the literature on the subject,
stability is defined as the ability of the organizational
units of these sectors to provide public services with-
out negative consequences in the future [Bath 2001,
pp. 7-8, Navarro-Galera et al. 2016, pp. 3961-3975].

Nowadays, the new public management concepts
appear in the literature on public service organisa-
tion management, including innovative research and
implementations aimed at adapting ideas, methods,
techniques and institutional solutions utilized in the
private sector to the public finance sector [Lubinska
2011, p. 52]. The need to have managerial skills
while governing a budgetary unit is becoming a ne-
cessity, especially in the situation of limited financial
resources for the implementation of basic local gov-
ernment tasks, the burdening of local governments
with additional tasks and increased social pressure.
Therefore, the stability of leadership and effective-
ness of public sector entities depends on effective
public management following a set of principles,
which every good manager should respect. These
include: caring for people, being culturally aware,
defining clear goals, pursuing self-improvement,
communicating effectively, setting efficient control

42

system and defining the vision of success [Kuzminski
2020, pp. 62-67].

SUBJECT AND SCOPE OF THE STUDY

This study involved an analysis aimed to determine
the principles of functioning of the public finance
sector unit — PFSU (jednostka sektora finansow pub-
licznych) in terms of the implementation of its statu-
tory tasks against a backdrop of frequent leadership
changes at the top of the organisation. The investiga-
tion focused on the public finance sector in Poland,
units included in this sector and mechanisms influ-
encing their functioning and management. Part of
the research is a case study analysis of an exemplary
PFSU — the Central Office of Measures (Gtowny
Urzad Miar), which is the central organ of Polish
administration and is subject directly to the minister
responsible for economy. The research covered the
years 2011-2017, which made it possible to identify
changes in the functional structure of the analysed
public finance sector unit.

The main objective of this study was to identify
measures utilised to assess the stability of a public
finance sector unit and to interpret these measures in
relation to the studied areas of public finance sector
operations in Poland. The study explores the principles
of managing the organisation of the public finance
sector, the notion of public management and its origins.
The case study of the public finance sector unit was an
attempt to demonstrate the relationship between the
functioning of a public finance sector organisation and
the stability of leadership in that unit.

PUBLIC MANAGEMENT

The state economy consists of two sectors: private
and public. The private sector is the result of free
market operations, happenings and interdependen-
cies while the public sector results from public and
political decision-making processes. The public sec-
tor pursues a predefined mission, which is to provide
goods and services to the citizens of a given country.
The activities undertaken within the public sector
ensure national security, social assistance and spatial
planning.
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The public sector covers the functions of the state,
expenses incurred for their implementation, ownership
of state assets and funds and the way they are used
[Zawicki 2011, p. 11]. The scope of state and public
administration activities comprises tasks assigned
only to the public sector. The main tasks include: de-
fence and military tasks, defence policy, equipment
and functioning of the army as well as ensuring legal
and institutional order. The latter also includes tasks
related to internal security and protection of property
and freedom of individuals. The specificity of public
organisations is contained in their mission, goals and
values.

Strategic management in public administration is
analysed as an instrument of exercising power through
decision-making processes ensuring the rationalisa-
tion of conducted operations. The primary task is the
choice of development directions for a given unit by
including public managers in the process of planning
and coordinating operations [Prowle 2000, pp. 22-24].

The implementation of strategic management in
public administration is the result of the reorganisation
of the public sector, its modernisation and rationalisa-
tion. The public finance sector exhibits certain specific
characteristics that distinguish it from many other eco-
nomic sectors [Navarro-Galera et al. 2016, pp. 3961—
—3975]. The conditions for efficient implementation
of strategic management include: specifying the mis-
sion, organisational goals, rules and conditions for as-
sessing the status of a given entity; measuring results;
giving public managers a greater scope of responsibil-
ity; increasing their flexibility within the scope of unit
structures and resource distribution; and implementing
managerial methods and techniques. It follows from
the above that strategic management is closely related
to the managerial approach, which was created on the
basis of so-called the new public management [Wtoka
and Jedrzejas 2014, pp. 88—100] and is currently being
adopted in Polish public institutions.

THE STRUCTURE AND FUNCTIONING
OF PUBLIC FINANCE SECTOR UNITS IN POLAND

Units of the public finance sector form a very com-
plex structure in terms of their organisation and dis-
tribution of power. Government administration at the
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central level comprises the President of the Council of

Ministers (Prime Minister), individual ministries, cen-

tral offices and agencies. The organs directly account-

able to the Council of Ministers include: central offices
and organisational units of special administration;
central organs and organisational units; the voivodes

(governors of regions) together with the voivodship

office and regional courts, which are directly control-

led by the Council of Ministers. The territorial self-

-government units in Poland since 1 January 1999 are

broken down by voivodship (wojewoddztwo), county

(powiat) and commune/municipality (gmina), estab-

lished by the Act of 24 July 1998 on the introduction

of a basic three-tier territorial division of the state.

One control instrument in the public finance sector
is the internal audit, whose aim is to assess the cor-
rectness, efficiency and effectiveness of public finance
sector units and the rationality of spending the funds at
their disposal. The scope of control activities as part of
an internal audit is based on verifying the assumptions
and objectives of the PFSU, which include:

— clearly defined organisation goals,

— introduction of procedures for monitoring the
achievement of objectives,

— timeliness and compliance with procedures,

— use of tools to measure the effectiveness and ef-
ficiency of achieving the objectives,

— identifying, assessing and managing risk related to
achieving the adopted objectives.

Verification of the effect of monitoring activities
includes: comparative analysis of the level of public
expenditure in recent years; an assessment of adopted
legal and organisational regulations in the field of pub-
lic funds management in the organisation; and evalu-
ation of the criteria for assessing the effectiveness
and efficiency of planning and spending [Skoczylas-
-Tworek 2013, pp. 198-199].

External control is exercised by the principal state
audit body, which in the public finance sector is the
Supreme Audit Office (Najwyzsza Izba Kontroli). Its
audit procedure follows five main principles:

— The principle of a separate regulation of the audit
proceedings conducted by the Supreme Audit Of-
fice. The audit proceedings should be conducted
under the provisions of a separate law — the Su-
preme Audit Office Act.
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— The principle of planning and programming of au-
dits (audits are conducted in accordance with an
audit plan adopted by the College of the Supreme
Audit Office).

— The principle of objective truth (audit findings re-
flect the actual state of operations of the audited
entity and are thoroughly documented).

— The principle of contradictory procedure (the head
of the audited entity has the right to use different
appeal procedures).

— The principle of written form (all audit activities
take a written form).

Stability is associated with predictability, reduc-
ing the risk of unexpected changes and thus control
over the system or phenomenon to which the stability
relates. Stability is therefore a positive phenomenon,
generating the desired effect also from the point of
view of public finances. Ensuring stability also im-
plies responsibility for the proper performance of all
tasks involving public funds.

DESCRIPTION OF THE STUDIED PUBLIC
FINANCE SECTOR UNIT

The public finance sector unit selected for the case
study is the central body of government administration,
accountable to the minister appropriate for economy
— the Minister of Entrepreneurship and Technology.
Central government administration bodies to which
the central office is subject exercise supervision over
it. These bodies also have impact on the appointment
of central office managers, on the structure of the of-
fice as well as on its operations. In the Acts, the central

Table.

office appears as a one-man body — the President of
the Central Office of Measures.

The nature of the analysed PFSU’s operations il-
lustrates the current system of governance as well as
the organisational structure in the examined institu-
tion. However, over the years 2011-2017 a number
of changes and modifications were introduced which
significantly affected the functioning of the unit. Ac-
cording to the data published in the previous Bulletin
of Public Information, in the past, the Directors Gen-
eral remained in the post for at least several years,
which allowed them to get to know the specifics of the
functioning of the Office, the nature of its activities,
the expertise in the area of both the civil service and
public finances as well as in the scientific field that the
Office deals with on a daily basis. As demonstrated in
the table, changes in the position of Director General
of the Office became more frequent.

The significance and rank and function of the Direc-
tor General position is confirmed by the scope of tasks
assigned to the Director General and resulting from
the Civil Service Act of 21 November 2008. Among
the Director General’s tasks, the Act lists obligations
related to ensuring the continuity of the office’s op-
eration, obligations in the field of labour law towards
persons employed in the office, and implementation
of HR policy.

In 2010, the Central Office of Measures drew
up a document specifying its strategic goals for pe-
riod 2010-2015 [GUM 2010]. The strategy set four
main directions for future development of the office.
The conducted analysis of the operations of the Cen-
tral Office of Measure in years 2011-2017 showed

Time in post of Director General in the Central Office of Measures

Dates of holding the post of Director General

Time in post of Director General

26.11.1997 - 31.05.2011

13 years 6 months

11.10.2012 - 20.01.2016

4 years 3 months

17.02.2016 — 18.05.2016

3 months

19.05.2016 — 03.04.2017

10 months

06.04.2017 — Till now

more than a year

Source: Bulletin of Public Information of the Central Office of Measures.
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changes in its functioning in strategic areas as a result
of leadership changes at the top of the organisation.
This change in leadership is also reflected by dynam-
ics in the volatility of revenue, expenditure, employ-
ment and average gross salary earned by the Office
employees. Based on the annual audit reports of the
Supreme Audit Office for 2011-2017, we selected
facts and figures that clearly indicate imbalances and
highlight changes in the field of revenue, expenditure,
number of employees and average salary.

The figures for the PFSU revenue in 2011-2017
compiled in Figure 1 indicate that since 2015 there

was a significant increase in the recorded revenue
compared to the plans included in the Budget Act
and also when compared to the entire period under
examination. The highest level of recorded revenue
was achieved in 2016, when it exceeded the reve-
nue planned in the Budget Act by 19.4%. In 2017,
the sum of generated revenue showed a downward
trend.

An analogous trend can be observed with regard to
PFSU’s spending in 2011-2017 presented in Figure 2.
From 2015, expenditures showed an upward trend un-
til reaching the highest level in 2017.
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Fig. 1. Revenue of the Central Office of Measures in years 2011-2017
Source: Annual audit reports of the Supreme Audit Office [NIK 2011-2017].
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Fig.2. Incurred expenditure of the Central Office of Measures in years 2011-2017

Source: Annual audit reports of the Supreme Audit Office [NIK 2011-2017].
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In 2012 and 2013, the level of planned expenditure
was not exceeded. Many investment purchases were
made regarding the subject of metrology, but also pur-
chases related to the brand image of PFSU, which so
far had not been incurred to such an extent. In order to
show the differences in the examined period of 2011—
—2017, on the implementation of revenue and expendi-
ture in a public finance sector unit.

The data from Figure 2 clearly demonstrate that
since 2015 there has been a change in the levels of
revenue and expenditure. The illustrated revenue val-
ues showed an upward trend in 2013-2016, followed
by a downward trend in 2017 with expenditure values
that showed an upward trend from 2016.

In addition the analysis of figures regarding em-
ployment and average gross salary of the PSFU’s em-
ployees in 2011-2017 reveals significant changes. The
data are presented in Figure 3.

The juxtaposition of figures representing the
number of people employed in the analysed PFSU in
the period 2011-2017 shows that despite an observed
gradual decline in employment, in 2016 there was
a slight increase in the number of employees, followed
by a visible decrease in 2017. The demonstrated level
of average gross salary since 2016 shows a significant
upward trend. In the years 2011-2017 employees’
salaries showed a uniform upward trend, however,
the increase in remuneration compared to the previ-
ous year varied. Salary increases ranged between 0.3
and 6.11%, where the highest increase was recorded
between 2015 and 2016 and the lowest between 2011
and 2012. The maximum average gross salary was
recorded in 2017 and reached almost PLN 5,000. If
we compare the average gross salaries of the PFSU’s

employees to the average gross salary in the national
economy over the years 2011-2017, it is noticeable
that the increase in the average national salary showed
different growth amplitude and fluctuated between
2.84 (2012-2013) and 5.58% (2016-2017).

MEASURES OF LEADERSHIP STABILITY
IN PUBLIC FINANCE SECTOR UNIT

The literature discussing the determination of meas-

ures of stability proposes measures of financial stabil-

ity. Some of the most appropriate measures of stability
were selected and applied to the object of this study

— a public finance sector unit — in order to ultimately

develop, describe and evaluate the measures of leader-

ship stability.

— Measures based on quantitative assessment: value
of received revenue, average monthly gross salary
of full-time employees, lack of rapid changes in the
value of expenditure, lack of sudden changes in the
number of employees,

— Measures based on subjective opinions, behaviours
and expectations of employees, stakeholders and
associates: number of people resigning from em-
ployment, number of stakeholders resigning from
services,

— Measures based on assessment of institutional be-
haviour: adopted action strategies, implementation
of adopted strategies, compliance with internal
regulations and procedures,

— Time-related measures: short-term, long-term, at
least a year (one financial year),

— Measures depending on the external situation: ease
and speed of implementing legislative changes,
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Fig. 3.

Employment and average gross salary of the employees of the Central Office of Measures in 2011-2017

Source: Annual audit reports of the Supreme Audit Office [NIK 2011-2017].
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resistance to political changes in the country, lack

of disturbances in the functioning of the institution

[Alinska 2016, pp. 56-57].

From this pool of measures, it is possible to dis-
tinguish those that accurately describe the phenom-
ena that occurred in the Central Office of Measures in
years 2011-2017. The measures, which seem most ad-
equate with regard to finances, are measures based on
quantitative assessment covering the value of received
revenue, the average gross salary of full-time employ-
ees, lack of rapid changes in the value of expenditure
and changes in the number of employees. The overall
situation of the Central Office of Measures as an or-
ganisation can be evaluated with the measures based
on the assessment of institutional behaviour, which
examine adopted strategies of action, (when they refer
to the future), and implementation of adopted strate-
gies and their compliance with internal rules and pro-
cedures, (when they refer to the present). In addition,
the measures based on subjective opinions, behaviours
and expectations of employees, stakeholders and asso-
ciates of the Central Office of Measures play a crucial
role. By determining the number of people resigning
from employment in the Office and the number of
stakeholders withdrawing from cooperation, the Of-
fice status as an employer and service provider can be
examined, which translates into an overall evaluation
of its functionality.

The analysis of the aforementioned measures of
financial stability related to various areas of function-
ality generated descriptive measures examining the
stability of leadership in an organisation:

— Measure of time — a minimum period of time nec-
essary to obtain information on the occurrence of
certain repetitive phenomena as a result of func-
tional activities in various areas of the institution
has been determined. Persons in managerial posi-
tions in the office should become familiar with the
specifics of the overviewed operations (minimum
in one cycle) to be able to properly assess statutory
activities and then manage them effectively.

— Measure of rules — a set of rules, legal provisions
and internal procedures, compliance with which
is the basic determinant of the correct and stable
functioning of the office. These rules are set and
monitored by the office authorities.
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— Measure of transparency in dealing with external
changes — smooth adaptation of the office opera-
tions to the inevitable external changes (including
amendments to existing legislative acts), remain-
ing apolitical, keeping pace with technological
progress and focusing on achieving the set goals
regardless of adverse external factors utilising the
risk-management measures.

— Measure of proper management of financial re-
sources — managing financial resources has impact
on the functioning of all areas of the institution
including remuneration, which is a form of mo-
tivating staff, other current expenditure ensuring
smooth operation of the office, investment expend-
iture ensuring a better quality of services rendered
by the office as well as enhanced working condi-
tions for employees and revenue which should be
properly accounted in terms of tax liabilities.

The main purpose of the study was to demonstrate
how the destabilization of leadership can affect vari-
ous areas of a state office’s operation. The literature
review and the collected research material have led to
the following conclusions:

— The measure based on quantitative assessment
(embracing the received revenues, the average
gross salary of full-time employees in the PFSU,
the lack of rapid changes in incurred expenditures
and changes in the number of employees) juxta-
posed with the data obtained from the annual au-
dit reports of the Supreme Audit Office shows that
during the period of leadership instability distur-
bances were recorded in the aforementioned areas.
The carried out revenues recorded a significant in-
crease (2016), followed by a decrease (2017), the
salaries increased significantly, which indicates
a good financial standing of the entity. On the other
hand, the collected data show an alarmingly rapid
increase in the level of expenses and decreasing
number of employees.

— The measure based on the assessment of institu-
tional behaviour analyses adopted strategies, as-
sesses the implementation of predetermined strat-
egies and checks their compliance with the rules
and internal procedures of the PFSU. Based on the
obtained information, it was concluded that the
Office’s action plan for years 2010-2015 had not
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been positively assessed. A new, comprehensive
stategic action plan was prepared and adopted for
subsequent years (2018-2021), which eliminates
the errors of the previous strategy, as noticed and
pointed out by the auditors from the Supreme
Audit Office, and presents the organisation as
a modern and innovative institution in a very pro-
fessional manner consistent with modern stand-
ards [GUM 2017].

The measure based on the subjective opinions,
behaviours and expectations of employees, stake-
holders and associates of the PFSU utilises data
like the number of people resigning from em-
ployment in the Office or the number of stake-
holders no longer using the Office’s services and
leads to conclusions regarding the Office’s status
as an employer and service provider. According
to information obtained from an employee of the
Human Resources and Professional Development
Department, the aforementioned downward trend
in the number of employees resulted from termi-
nation of employment contracts by mutual con-
sent. However, observing the fall in revenues in
2017, it can be assumed that in fact it results from
the decreasing number of stakeholders using the
services provided by the analysed PFSU.

The measures describing the stability of leadership
itself have been linked to such phenomena as the
long-time tenure of senior positions, the authori-
ties’ respect for and monitoring of the applicable
procedures, transparency in dealing with changing
external regulations and effective management of
financial resources. The analysis of the activity
of the PFSU in years 2011-2017, showed that the
guidelines of the measure describing the stability
of leadership had not been fully implemented. In
2016 and 2017, several senior managerial posi-
tions in the Office were filled and re-filled several
times. This situation resulted from lack of deci-
sion-makers’ expertise concerning the functioning
of this organisation, which in turn affected deci-
sions on finances, personnel, procedures and leg-
islation. The strategy for years 2018-2021 elimi-
nates the noted failings of the preceding document
and assumes the development and transformation
of PFSU into an innovative metrological institute

matching up to similar institutions in countries
with a high level of economic development.
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STABILNOSC WLADZY JAKO DETERMINANT ROZWOJU JEDNOSTEK BUDZETOWYCH

STRESZCZENIE

W opracowaniu przedstawiono istote poj¢cia stabilno$ci panstwa oraz pojecia sektora finanséw publicznych
na podstawie przegladu literatury przedmiotu. Podj¢to probe wskazania zasad zarzadzania publicznego oraz
przedstawiono struktury jednostek sektora finansow publicznych (jsfp) w Polsce. Opracowanie skupia sig na
zagadnieniach sektora finanséw publicznych, jednostkach wchodzacych w jego sktad oraz mechanizmach
wplywajacych na sposob funkcjonowania i zarzadzania jego obszarami. Cze$¢ pracy po$wigcono analizie
przyktadowej jsfp jako centralnego organu administracji. Celem opracowania jest zidentyfikowanie mier-
nikow wykorzystywanych do szacowania stabilnosci jsfp oraz interpretacja tych miernikéw w odniesieniu
do badanych obszaréw funkcjonowania sektora finanséw publicznych w Polsce. Scharakteryzowano zasady
zarzadzania organizacja sektora finansow publicznych oraz przedstawiono pojecie zarzadzania publicznego
wraz z jego geneza. Na przykladzie jednostki finanséw publicznych podjeto probe wskazania zaleznoS$ci
mi¢dzy funkcjonowaniem jsfp a stabilnoscig wtadzy w tej jednostce. Opracowanie jest opisowe i wyko-
rzystuje metody wnioskowania. Literatura przedmiotu z zakresu finanséw publicznych i zarzadzania oraz
materiaty wewnetrzne jsfp stanowily materiat badawczy. Zasadniczym celem opracowania jest wskazanie,
w jaki sposob destabilizacja wladzy moze wptyna¢ na obszary funkcjonowania panstwowego urzedu. Jako
efekt prowadzonej analizy skonstruowano wzorce miernikow najtrafniej opisujacych zjawisko stabilno$ci
wladzy: miernik oceny ilosciowej w zakresie uzyskiwanych dochoddéw, wysokosci przecigtnego wynagro-
dzenia brutto pelnozatrudnionych w jsfp; miernik oceny zachowan instytucjonalnych, dzigki ktoremu mozna
analizowac przyjete strategie dziatania, ocenia¢ realizacj¢ przyjetych strategii oraz sprawdzac jako$¢ oraz
sposob przestrzegania przepisoOw i procedur wewnetrznych jsfp; miernik subiektywnych opinii, zachowan
oraz oczekiwan pracownikow, kontrahentéw i wspolpracownikow jsfp. Potwierdzono istnienie zaleznosci
migdzy stabilnoscig wladzy a funkcjonowaniem jsfp. Dostrzezono zmiany w funkcjonowaniu urzgdu w okre-
sie czestych zmian personalnych na wyzszych stanowiskach stuzby cywilne;j.

Stowa kluczowe: sektor finanso6w publicznych, stabilno$é¢, zarzadzanie publiczne
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