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CONTROLLING FUNCTIONING IN BUDGET UNITS - SELECTED ELEMENTS'

The article raises the issues of controlling functioning in the selected towns
having the status of a district in Poland. Efficient controlling functioning
supported with appropriate tools improves the effectiveness of the unit and
enables undertaking more apt decisions by the management staff. Despite
measurable benefits that controlling delivers, it is not as widespread in the
public sector as in the private one. In the analysed units, in spite of the fact
that the terminology of controlling is not used, still by making any reports,
calculation of measures (indicators) and deviations as well as monitoring
and management control, the units implement its elements. The article
presents the importance of controlling, and indicates its tasks and
functions. Also, controlling instruments, which were implemented in local
government units, are described. The applied research methods include the
overview of literature, source documents in examined units as well as
individual in-depth interviews with the representatives of selected local
government units.

Keywords: controlling, local government units, performance budgeting,
management control.

Introduction. Controlling, operating for many years in companies of
economic turnover is becoming also an instrument used in the public sector.
This is conditioned by the execution of an increasing number of tasks,
increased requirements of the local community and, above all, too low level of
funds. Owing to insufficient financial funds, the units are forced to look for
new solutions in terms of management as well as rationalisation of their
expenses. The tool meeting the expectations in the above area may prove to
be controlling. Implementation of controlling in local government units opens
new perspectives with regard to controlling all internal flows of services and
costs and their control. Management staff will be provided with sound base
for taking more effective decisions, and will increase the opportunity to
ensure high quality of the services provided as well as efficient costs
management. However, this is not an easy implementation and it is not
possible to directly adapt it from the private sector. Local government units

! Article is prepared within the framework of the research project by the National Science
Centre (registration number 2014/15/N/HS4/01340).
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are trying to adjust it to the specific needs and possibilities, implementing its
elements or tools.

Tasks executed by controlling instruments, used in towns with the
district status that contribute to the improvement in efficiency, such as:
management control, cost account, internal audit or task-related budgeting
system, have both common characteristics as well as separate functions.
This applies particularly to the scope of time horizon, planning and control
tasks coordination and advisory tasks concerning the efficiency of
management and rationalisation of decision-making process. Proper use of
controlling requires at the same time not only change in the attitude of the
management staff and the employees implementing designated goals and
tasks, but also a broader than before decentralisation of internal
management as well as specification of liability centres in a given
organisational unit. It is worth mentioning that controlling in public
administration has no formal and legal regulations that are present in the
case of other instruments affecting the effectiveness in managing, such as
management control, or task-related budget in governmental units. The
purpose of the article is to present the needs as well as the possibilities of
controlling implementation along with its instruments in local government
units. Implementation of controlling as a complex management system will
make it possible for units to increase the effectiveness and rationality of
spending cash, thereby improving their economic situation

Controlling — essence and importance. In local government units there
are elements of controlling that definitely increase the rationalisation of the
management process over management areas with particular focus on the
efficiency of spending limited public funds. Rationality with regard to public
funds management as well as the relevance of the decisions made depend to
a significant extent on the optimum information of controlling tools, enabling
therefore local government units effective implementation of most of the
needs of the local community. This way, efficient management based on
defined instruments facilitates achieving the assumed goals and tasks,
particularly related to fulfilling social needs. It is worth implementing modern
management instruments that will make it easier for managerial bodies to
detect possible "bottlenecks” as well as develop new organisational solutions
enabling improvement both in the management efficiency at the need to
optimise costs as well as efficiency of implementation of set tasks before
local government units.

Controlling is a term present both in literature as well as practice,
especially with regard to private sector units where it has already become a
quite common phenomenon. It is used in various units of different structures,
areas of operation or financial and HR possibilities. In spite of the fact that it
has been operating relatively long, still there is no uniform definition, which
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also emphasises the matching phrase "everyone has their own image about
what controlling means or what it should mean, but everyone means
something else" [1, p. 12].

According to the Vollmuth's definition, controlling is an instrument of
supporting a given unit in planning, controlling as well as managing. As the
navigator of the unit, it provides necessary information that will make it
possible to find the best way to achieve the goals that have been laid out
[2, p. 15].

On the other hand, Horvath presents controlling as the system
coordinating the processes of planning, controlling as well as supplying with
information and enabling thereby to control the whole system from the point
of view of the goals set [3, p. 22].

J. Nesterak has made a review of both world literature as well as
national literature, presenting in publications a set of definitions of controlling
among the authors of the above subject matter [4, pp. 23-25, 28-29]. It results
from the above that the definition of controlling not only among Polish
authors, but also in the world is a substantial problem. Technically, as many
authors involved in controlling, as many definitions and views about it.
However, one may distinguish one common feature concerning focusing on
improving the management system, which as a consequence is reflected in
raising the effectiveness of the unit using the controlling system.

The role of controlling is to develop and introduce a complex system for
optimum use of measures owned to raise the efficiency of business entity
functioning, simultaneously enabling quick response to changes in
environment [5, p. 74]. Such a perspective of controlling puts it in a position
of an organisational unit management subsystem, under which the planning,
control and information functions are implemented enabling proper
development, adaptation and coordination of any activities comprising the
whole of management system of a given organisational unit. [6, p. 15].

Controlling has developed in the practice of American management,
where there was the need to use accounting in the processes of planning and
control. Its notion as well as essence come from the word control, which
means verifying, checking, but also planning steering or regulating. It means
that this is not only verifying, but also preventing as well as eliminating
unwanted phenomena. Implementation of controlling consists thus, first of
all, in detecting the arisen deviations and their correction with simultaneous
indication of the reasons.

Using the methods of controlling, a unit may indicate bottlenecks that
significantly affect achieving the set goals as well as significantly eliminate
the weakest links hindering proper unit management.
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The main tasks of controlling include planning, namely determination of
goals of the unit, control of their implementation as well as management
consisting in carrying out corrective actions [2, p. 15]. For this reason, it is
slowly becoming more important in the management of local government
units that, in spite of not operating under the pressure of competition, must
more and more consider the economic factor, especially at limited financial
measures. The definitions mentioned reflect the essence of controlling also
for the needs of public administration, because controlling in these
organisations shall be understood as an instrument first of all supporting the
complex management process.

Controlling in local government units mostly applies to the preparation
of information as well as numeric data based on budget implementation with
indication of deviations in order to improve the coordination of the planning
process, steering and taking decisions aiming at effective attainment of the
budget objectives and strategic goals of the local government. Controlling in
the local government is a process enabling more effective management over
the town or a commune, organising and coordinating certain actions in terms
of planning and controlling as well as collecting and processing information
[7, p. 175].

The basic functions of controlling in local government units include
planning (indication of the way to achieve goals at the resources owned),
verifying, (deviations testing ex post 2 and ex ante?, measurement of achieving
objectives), steering and regulation (reaction to the results of control in the
form of activities improving the level of plan execution or verification of
planning indicators or adopted for evaluation of standards) and providing
information [8, pp. 62-65].

Implementation of controlling to public administration involves changes
throughout the entire system of its functioning as well as modern procedure
as regards employees, first of all, at managerial levels. The introduction of
controlling requires the creation of an appropriate subsystem of the unit
achievements measurement that tests the effectiveness of performance of
tasks as well as the degree of implementation of the set standards. For
proper use of controlling it is necessary to have an optimum selection of
qualitative indicators of measurement from the point of view of both
formulating as well as assessing the level of implementation of substantive
objectives and tasks. Controlling, through its tools, creates for the local
government units new possibilities within the range of planning and
controlling as well as facilitates efficient resources management. In addition,
through a system of forecasting and analysing deviations, it becomes a

Z execution to the plan or benchmark standards.
% forecast for acceptable standards.
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necessary warning system. The controlling system in local government units
can be based on focus on purposes as well as setting out measures of
achieving objectives, comparing the actual condition with the declared one as
well as making corrections of deviations and taking precautions (contingency
plans permitting the performance of independent correction of actions) [9, p.
21].

Controlling in local government units. Controlling is differently
perceived by the examined local government units. However, in most units
controlling is identified with control, deviations testing, reports, statements
as well as procedures verification. Also, in accordance with the responses of
the examined units, controlling can be translated into management control in
local government units, external and internal audit, internal control and an
efficiency part of the task-oriented budget. Some units believe, however, that
there is no controlling in the local government.

From the point of view of the public sector, it may be indicated that
controlling is an element of management system, dealing with shaping and
coordination of planning processes, verifying, monitoring and provision with
information. Controlling includes continuous actions used for achieving the
intended goals, consisting in monitoring and coordination of organisation and
its members functioning [10, p. 17]. For the needs of the local government, it
is possible to indicate also the definition describing controlling as a system
(tool, method) whose aim is the construction of a measurable set of
necessary information ensuring making an objective assessment of the
degree of tasks being implemented as well as facilitating the coordination of
designated plans [11, pp. 174-175].

The aforementioned definition also includes tools which are used
obligatorily - management control* as well as optionally - task-related
budget®, by local government units. Introducing the obligation to implement
management control into public sector units was the result of pursuit to
implement solutions supporting and improving management focused on
setting and implementation of objectives. Also, it tests the degree of achieving
and obtaining the intended effects along with their monitoring. On the
contrary, task-related budgeting system is an instrument supporting the good
management over the unit process as well as it is a tool for planning and

“ Management control was introduced by the Act on Public Finances. It is a set of activities
whose undertaking will enable to ensure the implementation of the assumed goals and tasks
of the unit effectively, reasonably, timely.

% Task-related budgeting system is treated as public expenses management by means of
assumed goals and achieved outcomes, measured with goals achievement meters. It was
introduced by an Act on Public Finances to government units, in local government units it is a
voluntarily used system.

243



Cepist «<EKOHOMIYHI HayKku»

Bunyck 2(74) 2016 p.

monitoring the execution of public tasks. It is a particularly interesting
solution with huge potential guarantees of rationality that will enable a
considerable improvement in the situation of local government units.
Traditional budget does not meet the controlling requirements in planning,
since it indicates no goal to be achieved or the costs related to the
implementation of particular tasks. Task-related budget is, on the other hand,
a definitely better solution, since in accordance with the idea of controlling, it
assigns to certain tasks, subtasks and activities specific goals, costs and
efficiency measures along with the dates of their measurement.

In examined units that implemented the above two instruments,
controlling is perceived as an instrument for checking, whether the tasks
performed by the unit and objectives that it achieves are effective. It also
tests whether the effect has been attained with an appropriate level of
outlays, namely whether they are not too large in relation to the obtained
result. It therefore provides an answer to a question: could it be done
cheaper, which is tantamount to obtaining the same effect at lower costs.

In such an understanding, the management control aspect refers to the
effectiveness part of the task-related budgeting system, since the area of
analysis of these two instruments includes all the critical elements having
effect on the results of functioning of a units as a whole. Under this
perspective, controlling is understood as effectiveness measurement of the
examined goals, tasks and the costs of their implementation by means of
specially designated measures (indicators). Controlling, for it to play its role,
must take into account the unit's objectives, and, at the same time support the
process of their creation providing the criterion of transparency and
consistency. In the above situation, a common denominator of the task-
related budgeting system, managerial controlling, and, as a consequence,
controlling is the measurement of achievements manifesting itself in defining
goals and relevant selection of measures which will set the degree (the level)
of pursuance of a given goal. In terms of managerial control, the planning
aspect along with declared goals for implementation shall constitute the
basis for correct assessment of the operations of local government units. On
the other hand, under the task-related budgeting system, the designated
measures of implementation of acceptable goals are associated with the level
of budget funds. In turn, controlling by measures is able to test whether the
expenses (costs) borne for the implementation of tasks are not too large as
regards the effects achieved using these outlays.

Therefore, we may state that the budgeting system valid in local
government units is to no avail. Controlling must be present in the form of
making any assessments, analyses, evaluation or monitoring. The budgeting
system thus becomes an integral element of controlling that serves to set the
goals to be achieved for different liability centres.
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Aspiration to improve local government units’ functioning must
transform into an idea in the form of an instrument that enables effective use
of a great amount of data flowing from the system of budgeting concerning
tasks, their costs, measures and indicators. The decisive role may be played
by one that sees from the side the goals that may be completed and the costs
of achieving them. It may perform benchmarking (comparison) as well as
assessment in terms of rationality and effectiveness confirming or denying
the previous way of performing tasks in pursuit of achieving the agreed goal.
If no such assessment is made by the appointed controller, the whole task-
related budget has no point. Persons alone, who carry out particular tasks
will not want to disclose all the data in the scope of costs, or material aspect
of performing assumed goals owing to the fear against the consequences of
possible negative evaluation.

In the examined units there is no such controlling present as a whole, as
data are not analysed, and if they are, they are not translated into decisions.
The tool is not used in a schematic manner, therefore there is no evaluation
of the effectiveness of that instrument. Definitely there are necessary
analyses missing of the designated indicators and measures and especially
the use of conclusions to improve the decision-making process. Nonetheless,
some elements of controlling may be observed in the examined local
government units in the form of monthly reports indicating the level of
engagement of the expenses budget implementation, especially under the
task-oriented budget as well as reporting daily with regard to town finances
management.

Controlling is often defined and understood as the control over the
performance of tasks (goals) in relation to a plan with verification of the
reasons of possible deviations. Formally, the examined entities have no
controlling implemented which as for now technically depends on the
invention persons responsible for the economy of a given local government
unit. Therefore, some units draw up controlling tables: performance
schedule of expenditures and income (plan — execution — expected execution
- deviations — reasons for deviations) which shows shortages and surplus in
the budget along with a description of the reasons. The above statements are
drawn up in a monthly perspective, once every six months as well as
annually.

In some of the examined local government units there are formed and
used controlling indicators, by means of which it is possible to identify the
degree of execution of public tasks as well as the assumed goals and, as a
result, assess the functioning of the unit in a given time horizon. And so on
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the example of one of largest of the examined towns, there operate the
following indicators used to assess the activity of its districts®:

— index of self-financing in the studied period (own income in total
(100%) /total expenses of the district),

— indicator of collection of property tax (arrears under real estate tax
/receivables under real estate tax in total) that makes it possible to assess to
what extent the calculated income on property tax affects the income,

— indicator of collection under income for rent and lease of property
(outstanding receivables under the rental and lease /receivables under the
rental and lease in total) that makes it possible to assess to what extent the
calculated income for rent and lease of property affect the income,

— the number of implemented EU projects in the examined period
(number of projects),

— amount of expenditures for a student in elementary school in the
studied period - it indicates the amount of incurred expenses for each student
in elementary school in the studied period,

— amount of expenditures for a student in junior high school in the
studied period - it indicates the amount of incurred expenses for each student
in junior high school in the studied period,

— amount of expenditures for a student in high school and high school
with specialisation in the studied period - it indicates the amount of incurred
expenses for each student in high school in the studied period,

— share of expenses related to municipal resource management in
income for rent of the real estate, town-owned flats, business premises,
garages and advertising surface in the studied period - it defines to what
extent the obtained income from rent of the municipal resource are "used” to
cover the expenses associated with maintenance of these resources.

— dynamics of overdue receivables indicates the way the level of
overdue receivables has changed

The purpose of the above controlling indicators is to obtain credible
information for conduct comparative analysis of particular districts of the
town in the agreed research periods. This will enable the supreme unit to
order districts into nine categories based on the aforementioned indicators
and develop a collective ranking. The presented reports will enable, among
others, to compare the designated parameters between districts, following
which in-depth analyses are initiated by the Administrators of Districts
towards the identification of the reasons of differences in the obtained levels
of these indicators.

¢ Internal documents of one of the examined by the author local government units
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Controlling should work already at the internal stage, which means that
controlling activities are supposed to proceed at the person directly
managing a given task or process in charge of its correct implementation.
Then, the director of a specified department analyses, assesses as well as
rations material and human resources in relation to a particular task.

Such a situation seldom takes place, not to mention that it practically
does not occur. As it was indicated above, the human factor engaged in the
implementation of a given task is afraid of undesirable effects of own
analyses and assessments. In this situation it is best to introduce to the unit a
specialist in the field of controlling from the outside, who will provide proper
analyses on the basis of collected data draw conclusions that will be reflected
in the support for management in the difficult decision making process. It
may be concluded that in this case controlling in local government units gains
importance as a system of support for management by coordinating the
decisions of management in terms of assumed goals and has an advisory
function by helping, expressing opinions and indicating the desired directions
of operation [12, p. 64].

Controlling may become a complex instrument of finances management
of local government units that by such actions as planning, steering as well
as controlling gives the managers the possibility to perform the assumed
goals and can contribute to supporting the process of public service execution
[13, p. 2]. Therefore, local government units should apply it as a coordinating
instrument in all fields of their operation.

Conclusion. The management process in local government units is an
extremely important aspect, since it determines not only efficient functioning,
but also financial stability as regards public means. It also has a strong effect
on the maintenance of stabilisation actually the whole economy of the public
sector, and, at the same time on the improvement in the conditions of the
society's life. Therefore, what is extremely important is permanent
improvement in the management process through the implementation of
modern supporting tools.

Controlling in local government units is relatively new but increasingly
popular idea in management, which may successfully be used both in large
as well as smaller organisations. The main condition for controlling
implementation is effective and efficiently operating IT system, tailored to the
needs of a specific entity. However, the use of even a perfect software will not
bring the expected effects with solid foundation — reliable data provided by
budget accounting. Under the conditions of controlling operation, accounting
becomes information base for the purposes of management, to a significant
extent deciding about the effectiveness of the implemented public tasks. As a
result of controlling implementation with the whole system of its tools, in
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particular IT tools, local government units have an opportunity to improve
their management system and perform a wide range of public tasks with the
use of principles of rational management.
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FUNKCJONOWANIE CONTROLLINGU W JEDNOSTKACH BUDZETOWYCH -
WYBRANE ELEMENTY

Artykut podejmuje problematyke funkcjonowania controllingu w wybranych
miastach na prawach powiatu w Polsce. Sprawne dziatanie controllingu
wspomagane odpowiednimi narzedziami poprawia efektywnos¢ jednostki
oraz pozwala na podejmowanie trafniejszych decyzji przez kadre
zarzadzajaca. W analizowanych jednostkach, mimo Ze nie jest uzywana
terminologia controllingu, to jednak poprzez dokonywanie wszelkich
raportow, obliczanie miernikéw (wskaznikéw) i odchylen oraz
monitorowanie i kontrole zarzadczg, jednostki implementujg jego elementy.
W artykule zaprezentowano znaczenie controllingu oraz wskazano na jego
zadania i funkcje. Opisano rowniez instrumenty controllingu, ktore zostaty
zaimplementowane w jednostkach samorzadu terytorialnego.
Wykorzystano takie metody badawcze jak przeglad literatury, dokumentéow
zrodtowych w badanych jednostkach oraz indywidualne wywiady
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pogtebione z przedstawicielami wybranych jednostek samorzadu
terytorialnego.

Stowa kluczowe: controlling, jednostka samorzadu terytorialnego, budzet
zadaniowy, kontrola zarzadcza.

WonHo Onbra, marictp, kadpeapa obniky (YHisepcutet Mapii
Kiopi-CknoaoBscbKoi, M. J11061iH)

®YHKUIOHYBAHHA KOHTPOJIIHIY B BOAXKXETHUX YCTAHOBAX:
BUBPAHI ACMEKTH

CrarTa cToCcyeTbCcA NPo6ieMaTMKN PYHKLIOHYBAHHSA KOHTPOJTIHIY B OKpeMUX
MicTax, Wo iCHYTb Ha npaBax nosity y MNMonbuwi. EpekTnBHE 3acTocyBaHHA
KOHTPONIiHry Nnpu Moro niaATpUMLUI BiANOBIiAHUMM iHCTPYMEHTaMM NiABULLYE
e(eKTUBHICTb YCTAaHOBU, @ TAKOXX A03BOJNIAE NpUMMaTH 6inbl epeKTUBHI pi-
LWeHHS KepiBHUMM Nniapo3AainaMm Takoi yctaHoBu. HesBa)kaloum Ha Te, Wo
TEPMIHONOriAA KOHTPOJIIHIY Y AOCAIAXYBaHUX YCTAaHOBAaX He 3acTOCOBYBasna-
cs, GopMyBaHHA 3BiTiB, PO3pPaXyHOK Pi3HOMaHITHUX BUMipHUKIB (MOKa3HM-
KiB) i BiAXMNEeHb, @ TAKOXX MOHITOPUHI Ta BHYTPILLHIA KOHTPONDb CBiAYaTh Npo
BNPOBAaMYXEHHSA eN1IeMEeHTIB KOHTPONIHry Y Aep)XXaBHOMY CeKTopi. Y cTaTTi Ha-
BeAeHe 3HAYeHHS KOHTPONiHry, BUSHAYE€HO MOro 3aBAaHHsA Ta ¢pyHKuUii. Kpim
TOro, OKpecJsieHo iHCTPYMEHTU KOHTPOJIiHry, siki 6ynu BnpoBag)kKeHi B opra-
HaxX MicLEeBOro caMoBpsiAyBaHHA. Y CTaTTi 3aCTOCOBAHO TaKi HAYKOBi MeToaM
SIK OrnAQ nitepatypHUX A)XKepen, BUBYEHHSA NepBUHHOI AOKYMEeHTauUil y aoc-
NigXyBaHMX YCTAaHOBaX, @ TaKOXX NepCOHasIbHi iIHTepPB'10 3 NpeACTaBHUKaMK
OKpeMUX opraHax MicLeBoro caMoBpsiflyBaHHS.

Knro4oBi cnoBa: KOHTPONIHI, OpraH MicLueBoro caMoBpsAiAyBaHHA, Gl0pKeTHe
3aBAAHHA, BHYTPILHIA KOHTPOb.
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