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Every economic entity realizing its goals is guided by established rules: they may be 

imposed by external conditions or brought about by the entity itself. Regardless of the source 

of said rules, conformance requires appropriate methods and instruments. The above 

consideration also applies to units of public finance. The financial condition of a private 

enterprise is established by its net assets, whereas in the case of local government units, 

whose sources of revenues are disbursements of public funds, one of the deciding factors is 

budget balancing. The activities of private venture are based on profit; however, public sector 

units are guided by recognized public interests of the community – delivery of goods and 

public services – which determine the differences between the private and public sectors. 

Consequently, the effectiveness of local government units is not assessed by the categories of 

profit and loss. 

Among the regulations limiting the debt of Poland’s local government units, of prime 

importance is Article 243, of the Law from August 27, 2009, regarding public finances (Law 

Journal of 2019, Item 869 as amended), where controlled indebtedness is allowed under the 

condition of generating appropriate operational surpluses enabling servicing said debt through 

taking advantage of the financial leverage effect. The deficit concept is based on the principle 

of accounting statements for budgetary revenues and expenditures showing balance. In the 

event where expenditures exceed revenues, there is a balance deficit. In order to eliminate the 

budget deficit, borrowing must occur. This method of utilizing liabilities to finance the assets 

of local government units is applied through increasing debt.  

Polish literature on this issue frequently raises the issue of limiting local government 

debt judging the regulations as proper. The issue of accounting policy with regard to assessing 

local government debt is less frequently examined as compared to other aspects of budget 

implementation by said units. Because of the gravity and timeliness of concerns linked to 

measuring local government debt, the efforts to identify the conditions of debt management 
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indicators is justified through the instruments of the accounting regulations for said units, and 

by the same token, undertaking initiatives to address identified voids in research. 

The organization of considerations in this work, as well as applying research methods 

presents the reflection of the research domain and the consequences of defined goals and 

hypothesis of this dissertation. The dissertation subject logically indicates the construct of the 

work which is composed of introduction, five chapters divided into sub-chapters appropriate 

to the issues described, and conclusion. The fundamental goal of this dissertation is an 

assessment of the current accounting system, particularly its essential attributes in measuring 

and local government debt management including reporting requirements. The range of study, 

indicated as the main goal of this work, was performed in the following steps of design and 

performance of the research procedure. 

The first phase of research considers the description method to analyze literature and 

current laws. To realize these considerations, the first three specific objectives of the project 

are treated in the first three chapters which explore the current state of knowledge contained 

in relevant literature: the first chapter – the range of regulations regarding local government 

debt; the second – the specifics of local governments’ accounting systems; and the third 

chapter – the potential instruments of accounting policy in local government’s financial and 

asset condition management. 

The following two chapters reflect empirical research where various methods were 

applied for statistical analysis, and selected econometric techniques supported by variables.  

The analysis performed in Chapter 4 was based on the returned data of a questionnaire sent to 

randomly selected local government units in Poland. The analysis methodology was matched 

to the variables applied in the questionnaire and based on non-parametric statistical tests. The 

relation between the nominal and ordinal variables was checked through the use of the Chi-

square independence test. The dependency between the ordinal variables was analyzed 

through the use Spearman’s correlation rank coefficient. The significance of statistical 

deviation between the intensity of debt distribution and chosen collective variable was 

checked through the use of Mann-Whitney U test and the Kruskal-Wallis ANOVA test. the 

analysis took advantage of the STATISTICA 13.3 program. 

The detailed hypotheses undertaken in Chapter 5 were verified on the basis of data 

from report files from randomly selected local government unit in Poland. The study took 

advantage of observations of said financial reports i.e. general balance of a performed budget, 

observations of budgetary reports, and reports of financial operations of local government 

units. In order to verify the detailed hypotheses regarding the multi-factor analysis shaping the 
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relations as defined in Article 243 of the Law for Public Finances, the multiple variate 

regression model for panel analysis was applied. The analysis carried out estimated regression 

models for 2014-19 through the use of GRETL 2020b. 

As a result of the questionnaire analysis in Chapter 4, confirmed was that the 

perceived intensity in applying accounting policy instruments in debt management indicators 

of local governments was, for the majority of said instruments, positively correlated with the 

debt level for a given unit. Similarly, the research reflected in Chapter 5 indicates that 

government units undertake actions through the application accounting policy instruments in 

order to mangement acceptable levels of debt.  

In summary, as a result of the research of Chapters 4 and 5, the proposed inference is 

that local government units of Poland used accounting policy instruments for debt 

management. 

Chapter 4 showed that the perceived intensity of utilizing various instruments of 

accounting policy for debt management of local government units was not derivative of the 

authority mandate in regard to a given administrative level, as is also confirmed in Chapter 5. 

Regressive analysis of the sub-groups did not confirm larger utilization of the selected 

instruments in any of the sub-groups, lending to the notion that there exists no relation 

between using said accounting instruments for debt management and the administrative level 

of a given local government unit.  

Among the determinants of debt management in Chapter 5, the statistical analysis 

results were confirmed for the questionnaires of Chapter 4. Here, an interesting result of the 

study was the influence of an election year on the local government debt management.  

The result of the analysis of the questionnaire data confirmed that the perceived intensity of 

taking advantage of accounting policy instruments in shaping debt indicators depend on 

political factors which increase the tendency of manipulation. 

In Chapter 5 the relation of operational surplus to repayment of capital investments 

and redemptions thereof, including servicing debt costs succumbing to management personnel 

to a significant degree during election years. The describing variable for the election year 

showed significance with positive value on the dependent variable.  

Furthermore, the completed research enabled suggesting the proposition that the 

incidence of utilizing accounting policy instruments in local government unit debt 

management, in the opinion of respondents, is not dependent on financial statement reports by 

statutory auditors.  
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Similarly, the research on report data also indicated a finding – the required financial 

report audit does not influence whether to undertake or suspend efforts to employ the various 

instruments for local unit debt management. These studies further allow the conclusion that in 

the case of assessing debt, ensured report reliability and compliance with the law, the process 

of financial review has little impact.  

Analyzing the proposed hypotheses, the detailed work in two empirical chapters i.e. 

the questionnaire data and reported data of selected local government units in Poland, it 

remains to point out that the opportunity for acceptable debt level management of said units, 

through the application of accounting policy instruments, even at its low level – but existent 

nonetheless  –  with regard to the main hypothesis of this work: The goals and instruments of 

accounting policy influencing assessment and management of acceptable debt levels of local 

government units in Poland has been verified positively. 

In conclusion, this work undertook explaining the responsibility of maintaining 

appropriate levels of debt by Poland’s local government units through the use of accounting 

policy instruments as well as the exemplification of essential indicators determining which 

instruments to use. The carried-out research of literature and empirical studies enabled 

reaching the established goals and verification of hypotheses set herein. In extrapolating 

conclusions, it should be noted that even though the concept of managing financial results has 

been recognized as a problem in the private sector, it does not mean that Poland’s public 

sector cannot incur the same judgement. Accounting policy, even though at a minimum level, 

enables such public debt management at local levels, but does not allow for abuse of 

applicable financial regulations. 


