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ABSTRACT

The objective of efficient management in the public sector is first of all the rational use
of limited resources that sector has. It is only possible when the performance of acti-
vities is entrusted to qualified managers specializing in the management of public
sector organizations. It also depends on the implementation of modern management
methods, for example procedures which enforce the efficient use of material (especially
financial) resources: it is so-called management technology. Health protection and the
management of public health care system units is one of the key elements of the state
policy carried out as part of its constitutional duty regarding the common good. Within
the system of managing these resources, territorial self-governments, particularly
communal self-governments, are responsible for performing the activities which have
the fundamental importance for citizens. The problem discussed in this article is first
of all the clarity of planning in self-governmental independent health care centers and
the availability of information on the management of public financial resources.
It presents the results of research carried out in selected independent public health
care centers in Warmia and Mazury region. Apart from drawing certain conclusions,
the aim of the article was to propose changes in the financial management system
of self-government health care units, especially planning which involves the
performance budget execution system of the revenue and expenditure plan.
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Within the framework of the new budgetary
classification, in contemporary democracies the
functions of health protection, health care or medical
services are usually attributed to the state, namely, the
public sector. In Poland, health is the 20th item in the
state revenue and expenditure plan in the performance
system (Information ..., 2015, p. 195). In Western
democracies, most activities that in Poland are
performed by the central administration have been
moved from the public sector to the self-governmental
one, to public benefit organizations, or directly
to individuals or private organizations (Koztowski,
Czaplicka-Koztowska, 2011). This has led to a clear
increase in effectiveness, because the executors
of common good activities are now closer to the

direct stakeholders. It must be emphasized, however,
that the eflicient management of public sector
organizations, including health care centers, is only
possible when the execution of the activities
is entrusted to qualified managers specializing in the
management of public sector organizations. It is re-
lated to the necessary implementation of modern
management methods, including procedures which
enforce the efficient use of material resources,
especially financial ones. Since human health
is of special importance, health protection and the
management of health care infrastructure
components is one of the most important functions
of the state, carried out as part of its constitutional
duty regarding common good resources. The
performance of this activity, which is of key
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importance for the citizens, has mostly been assigned
to territorial self-governments. The basic problem
discussed in the presented article is the transparency
of planning in self-governmental health care centers,
including the citizens’ access to these financial plans
and statements. In the study it was assumed that the
transparency of planning in health care centers
contributes to the rational use of the entrusted
material resources. The article presents the results
of research carried out in selected health care centers
in Warmia and Mazury region. Apart from
conclusions, the article includes recommendations
showing the need for changes in the financial
management system of self-government health care
units, especially planning which involves the
performance budget execution system of the revenue
and expenditure plan.

1. INDEPENDENT PUBLIC HEALTH
CARE CENTERS IN POLISH MEDICAL
SERVICE SYSTEM

An independent public health care center, which
is the subject of the research, is a very complex
organizational structure. In Polish conditions
it is usually managed by a doctor with the help
of a complex administrative apparatus. A hospital
usually consists of the emergency room, hospital
wards, outpatient clinics, as well as diagnostic and
rehabilitation units and a pharmacy. The main goal
of a hospital is to provide medical services for people
covered by health insurance within the scope and
on the conditions set forth in contracts with the
National Health Fund or other insurance institutions,
as well as for people who are not covered by health
insurance but want to use such services. The basic
tasks of a hospital usually include (Organization
Rules ..., 2012):
 providing in-hospital treatment to patients whose

health condition necessitates stay in hospital;

« providing outpatient specialist treatment;
o health assessment, including the adjudication
of temporary incapacity to work, and cooperation

with  institutions adjudicating  permanent
incapacity to work;
o organizing other forms of medical -care

in emergency situations (natural disasters,
catastrophes, epidemics);

o defence activities in accordance with the applicable
regulations;

« doctors’
education;

o scientific and research work;

postgraduate  and  specialization

o postgraduate education and student traineeships
for nurses and midwives;

o health promotion workshops for nurses and
midwives;

« rehabilitation services.

Whereas the effectiveness of private sector
organizations is measured on the basis of sales and
the resulting profit, in the case of public sector
organizations it is mostly evaluated on the basis
of material indices regarding the management
of common good resources. This first of all refers
to satisfying specific social needs (Nogalski, Klimek,
2014), and satisfying the needs of health protection
(in various dimensions, beginning with the cost
of insurance and the availability of medical services)
is especially significant. That is why a very important
criterion for economic decisions in public sector
organizations is the quality, efficiency or rationality,
and in the discussed field also for example the time
of waiting for a medical appointment or admission
to the hospital (a significant index in a plan based
on the performance system). Yet, it should be noted
that within the public sector the decisions are often
forced by the necessity and obligation to perform the
activities specified in the social contract. Taking into
consideration the choice by the public (Owsiak, 1997,
pp. 63-64), this may generate other factors affecting,
on the one hand, the effectiveness of using public
financial resources, and on the other hand, the
efficiency of operation of public sector organizations,
including independent public health care centers. The
problem of arranging medical activity accepted by
the society and by the medical circle alike, which
is not characteristic of Poland only, calls for decisions
made as part of New Public Management, based first
of all on the transparency of management of health
care centers resources. Thus, the search for an answer
to the question regarding the expenditure
of independent public health care centers founded
by territorial self-government units (Lubinska, 2009,
p. 296) is important for the evaluation of the use
of public financial resources, the efficiency
of functioning and the execution of social control
by the territorial self-government. What needs to be
emphasized is that an independent public health care
center manages its finances autonomously on the
basis of a financial plan established by the manager
(Act of 15 April 2011 on Medical Activity).
Inappropriate management may lead to the violation
of financial stability and to a negative financial result.
The deficit may be covered by the founding entity, yet
it is not obligatory. Therefore, by virtue of Article 59,
if the negative financial result is not covered, the
competent self-government authority may change the
organizational/legal form of the health care center
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or even liquidate it (Act of 15 April 2011 on Medical
Activity). Taking into consideration the consequences
of such decisions for local finances, it seems necessary
to inform self-government members about financial
management of health care centers, by publishing
clear financial plans and statements.

The assets of independent public health care
centers are basically two kinds of capital: the founding
capital (assets coming from the founding body) and
the health care center’s capital (all the assets belonging
to the health care center minus the founding capital).
An independent public health care center may obtain
financial resources by offering paid services, from
interest on deposits, separate business, donations,
bequests, legacies, or the performance of other legal
activities. The basic source of financing independent
public health care centers is paid medical activity,
predominantly contracts with the National Health
Fund, concluded as a result of contests or negotiations
and usually accounting for over 90% of the medical
entity’s revenues. The medical entity may sell services
not included in the contract. All this shows that
an independent public health care center,
as an element of the public sector, has at its disposal
financial resources which use is regulated mainly
by the Public Finance Act. The new regulations
included in the Public Finance Act, which came into
force on 1st January 2015, have introduced some
changes aimed at increasing the efficiency of mana-
gement of public finance liquidity and decreasing the
public debt. The regulation extends the obligation
to deposit free cash on a deposit kept by the Ministry
of Finance at Bank Gospodarstwa Krajowego.
Independent public health care centers are obliged
to deposit free cash on the deposit of the funding
entity if the entity is the territorial self-government
and if it decides so (Public Finance Act).

The basis for financial management of an inde-
pendent public health care center is a financial plan.
The scope of information to be included in a financial
plan is set forth in the Public Finance Act.
A significant element of financial management
of independent public health care centers is the
investment plan, which shows the asset expenditure
and the sources of investment financing. The financial
plan should include all the revenues and expenditure
of the entity, because it can only contract liabilities
up to the amount resulting from the plan of expenses
or costs minus staff expenditure and obligatory
contributions and charges. For independent public
health care centers, exceeding the planned
expenditure means violation of public finances
discipline. A change of planned revenues, in turn,
is possible within a calendar year; this provides the
possibility of increasing expenditure too, but it does

not refer to increasing the planned liabilities level.
The manager of an independent health care center
is responsible for drawing up and adopting the
financial plan, and the board of trustees of the
founding body expresses their stance towards it in the
form of a resolution, which, however, is not binding
for the manager (Act of 15 April 2011 on Medical
Activity).

The Maastricht Treaty (Official Journal of the
European Union C 115 of 9 May 2008), on the basis
of subsidiarity principle in the European Union
member  states, introduced decentralization,
transferring state activities to territorial self-
governments. These include activities connected with
health care. Thus, territorial self-governments became
engaged in health care issues and whenever they are
the founding bodies of health care institutions, they
have to reserve resources for the centers’ operation
in their budgets. Besides, self-governments also carry
out activity connected with broadly understood
social services (including medical services provided
at nursing homes), assistance for the disabled,
or activities aimed at the prevention of drug addiction
and alcohol abuse (Act of 8 March 1990 on Communal
Self-government). Still, it can be assumed that all
these aspects of care provided by self-governments
are dispersed and therefore - to make their
performance more effective - they require proper
coordination of activities to ensure well-functioning
local health care policy. For lowest level public health
care activity (investigated in the research)
to be effective and transparent, broad and
comprehensive evaluation of specific programmes
(aimed for example at the enhancement and
improvement of prevention) is necessary. Since the
main source of financing of such activities is public
financial resources mostly coming from taxpayers’
levies, they should have the right to receive full and
clear information about the purposes for which
health care centers’ resources are used and whether
they are spent reasonably and effectively (Lubinska,
2009, pp. 311-316).

Referring to Griffin, we need to stress that
management is a system which includes actions such
as planning and decision-making, organizing,
managing people and controlling. In the case
of health care institutions management, the
effectiveness and efficiency of their operation are
of key importance for health protection (Griffin,
2005, pp. 6, 104). That is why what matters in the
management of independent public health care
centers is, on the one hand, the qualifications
of managers, and on the other hand, the clarity
of short- and multiannual plans. As our study shows,
most independent public health care centers are
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managed by doctors, few of whom have qualifications
in the field of management of public sector
organizations. In accordance with the Act on Medical
Activity, the person only needs to have experience at
a managerial position, for example as a head of ward
or another organizational unit, to meet the manager
skill requirements for the position of the manager
(Act of 15 April 2011 on Medical Activity). In many
territorial self-governments, it is typical to appoint
as managers health professionals working as doctors
in the given institution. Management of health care
centers is sometimes referred to as setting objectives
and achieving them. For such objectives to be
achieved, the person managing the health care center
must display the holistic approach, including the
development of a functional organizational structure,
rational decision-making and information processes,
an effective management style and the appropriate
repair actions in management (Galicki, 2011).

In accordance with the Act on Medical Activity,
the supervision of medical entities is exercised by the
founding body; in the case of the investigated
independent public health care centers the supervisor
is the competent territorial self-government. The
supervision is mostly executed by means of control,
surveillance and evaluation of the performed
activities. The object of supervision is among others
the availability and quality of the provided medical
services, the accuracy of management of assets and
public resources, and the financial management
of independent public health care centers.
Independent public health care centers are separate
organizational entities established to constantly
provide medical services on the basis of a specific
material and staff potential and with relative economic
autonomy guaranteed (Galicki, 2011). Health care
organization management involves the medical
processes of the institution, ancillary processes (food
supply, accommodation, clothing, instrumentation,
renovation and transport), managing the staff,
including medical personnel, managing finances and
knowledge. As for the time frame, the orientation
of operational management should be short-term
(1 year), and of strategic management, long-term
(even up to 15 years), (Galicki, 2011). The most
frequent planning method applied in independent
public health care centers is management
of predominantly public finances on the basis of the
current budgetary classification. The classification
has its origins in the period of socialist organizations
hiding their financial management and is unclear,
and the only person who has the knowledge
on financial flows is the one who directly manages the
finances (the chief accountant of the health care
institution), (Nogalski et al, 2014). Transparency

of financial planning helps make quicker and better
investment, reorganization or functional decisions.
It allows to prepare emergency plans, and import data
from other plans in order to create new planning
models (Glowacka, Klamerek, 2011, pp. 37). Different
techniques are applied in independent public health
care centers financial planning, but most of them are
based on traditional planning, resulting in the
incomprehensible system of the revenue and
expenditure plan.

2. FINANCE MANAGEMENT

IN INDEPENDENT PUBLIC HEALTH
CARE CENTRES — ANALYSIS OF THE
AUTHORS’ RESEARCH

It was assumed in the research that pursuant to the
applicable regulations of the Public Finance Act
(Journal of Laws Dz.U. 2009, No. 157 item 1240
as amended) and first of all the Act on Access
to Public Information (Journal of Laws Dz.U. 2001
No. 112 item 1198 as amended), financial plans and
statements of independent public health care centers
shall be published in the Public Information Bulletin
(in Polish: Biuletyn Informacji Publicznej, abbreviated
to BIP). The preliminary research involving BIP
resources shows that none of the 18 randomly selected
health care organizational units in Warmia and
Mazury region had the current revenue and
expenditure plan or the report from budget
implementation published in BIP. Hence, it may be
assumed that the selected independent public health
care centers have violated the right to access to public
information. Therefore, the next step in the study was
to apply to the managers of those organizations for
information concerning their financial management.
Interestingly, only 2 institutions gave a positive
response. Thanks to the authors being acquainted
with some members of the boards of trustees, data of
three other independent public health care centers
were obtained'. It seems that the lack of access
to information about financial management, the lack
of publication in BIP, and thus preventing territorial
self-government (its members) from the execution
of social control is the basic element of pathology
in health care center management in Poland.

Information obtained at the end of the 1st quarter
is very general and it is hard to evaluate thoroughly
the institutions’ financial management on that basis.

1 The researchers decided not to make a complaint to the
supervising authority regarding this fact, coming to the
conclusion that it is not the responsibility of scientific
workers or the aim of the research. They also resolved not
to reveal what institutions and what people the
information was received from.
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In most investigated entities, the profit and loss

account is used as a document summing up the

financial plan. In most cases, this is what the authors
received. The Tab. 1 below presents these reports
from financial statements regarding the most
important financial data.

The obtained data concerning financial
management lead to the following conclusions:

o independent public health care centers mainly
obtain financial resources from the National
Health Fund, so their basic source of financing
is public financial resources, the use of which
is regulated by public finance law;

o the health care centers’ total revenues compared
to National Health Fund subsidies show that their
operation is financed from sources other than
NHEF resources to a very limited degree;

o it may be assumed that the basic cost in the
functioning of independent public health care
centers is staff remunerations;

o in 2014, the investigated entities had positive
financial results.

The conducted research work, including the
analysis of the obtained documentation of five

no indices of the achievement of the assumed
operating or strategic goals, which makes internal
control (being the basis of evaluation of the
effectiveness of using public financial resources)
practically impossible.

3. RECOMMENDATIONS

The effectiveness of using public financial resources
is the subject of interest not only for people managing
public entities, the employees of those organizations
or the bodies which supervise them, but also for
citizens who benefit from the resources of common
good, also because these organizations mostly operate
thanks to the public levies contributed by them.
In order to ensure rational resource management
in independent public health care centers, the
management technology has been drawn up
to improve the efficiency of their operation, including
a system of access to public information as well
as a system of supervision and broadly understood
social control. However, as the research indicates,
in most cases the system was drawn up but not

Tab. 1. Analysis of financial data of medical entities in Warminsko-Mazurskie Voivodeship

DATA FROM THE FINANCIAL STATEMENT INVESTIGATED ENTITIES
A B C D E
Total expenditure planned for 2014 1,136,388.60| 11,051 000.00| 28,281,005.63| 16,561,880.73| 2,397,301.93
EXECUTION OF THE PLAN FOR 2014

Total revenues 1,086,032.73| 11,274,300.00| 26,341,934.36| 16,583,679.83| 2,589,086.09
Total operating costs 16,401,657.35

1,139,251.35| 11,169,900.00| 27,971,914.35 16,527,074.88 2,460,461.51
Financial result 52,759.79 104,200.00 117,658.02 54,007.35| 100,354.58
Staff remunerations 490,568.88| 6,629,000.00| 9,840,003.99| 7,881,652.78| 649,363.35
% of remunerations in operating costs 45 58 37 55 25
Revenues from the NHF 1,057,549.64| 11,049,000.00( 22,813,566.00| 14,305,358.03| 2,505,596.07

Source: authors’ own study based on information obtained from medical entities.

medical entities and taking into account the principles

on which it was obtained, the following conclusions

can be drawn:

o access to financial information of an independent
public health care center is difficult, in this regard
one of the main principles of public finance law -
the right to access to public information - is not
observed;

« financial statements and plans are drawn up on the
basis of the valid but unclear budget execution
system of the revenue and expenditure plan, which
makes it harder for boards of trustees or territorial
self-governments (citizens and bodies within the
self-governments) to supervise the use of public
financial resources;

o the achievement of the assumed operating
or strategic goals of the entities is not described
in financial plans and statements, there are

implemented. The significance of internal control,
functioning in public finance entities for a few years,
must also be emphasized. This system forces the
entities to implement appropriate annual planning,
monitoring, and reporting. But in order for internal
control in independent public health care centers
to function properly, these entities need to be appro-
priately supervised by the founding bodies; besides,
infrastructure used to perform internal control must
be developed. Failure to implement planning based
on the goals and indices of the degree of goal
achievement makes broad internal control impossible.
Our research and the obtained information show that
the following solutions in finance management
in independent public health care centers could
rightly be implemented:
» multiannual financial plans and reports from their
implementation should be published on BIP sites
of all public sector entities, including communal
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Tab. 2. Proposal of the revenue and expenditure plan in the performance system for a communal self-government

(the portion concerning health care)

PLANNED AND ACTUAL EXPENDITURE IN PLN AND INDICES
IN THE YEARS 2013-2017

PREVIOUS
FINANCIAL | CLASSIFICATION LEGAL 2013 201 201 5016 201
ACTION SCHEDULE OF | OF EXPENSES BASIS 4 > ’
THE ACTION — NEW Execution Execution Plan Plan Plan
CLASSIFICATION in PLN in PLN in PLN in PLN in PLN
Index value | Index value | Indexvalue | Index value | Index value
FUNCTION: HEALTH PROTECTION
ACTIVITY 15: HEALTH PROGRAMMES FOR COMMUNE 62,500.00 60,000.00 58,000.00 56,000.00 55,000.00
RESIDENTS
Objective: Reduction of flu incidence and limitation of flu complications
Indicator: people staying in care and nursing or care and
treatment institutions and in nursing homes in the period 2,500 2,700 2,780 2,700 2,500
of raised incidence
TASK 17: PURCHASE OF PREVENTIVE VACCINES AND DISEASE 5,208.10 5,000.00 4,833.33 4,666.25 4,583.60
PREVENTION
Objective: provision of infection prevention measures and preventive education.
Indicator: — the number of vaccines purchased
—the number of interviews and preventive 265 230 200 185 170
X p 1,350 1,000 850 850 720
education
Purchase Act of 5
of necessary
reventive December
preve 2008 on the
vaccines, Once a month .
Prevention
support —1/12th
: . and Control
in prevention | of the annual | 85117 )
) . of Infections
aimed expenditure and
at Iqwgrmg plan Infectious
the incidence R
. . Diseases
of infectious !
. in Humans
diseases

self-governments and independent public health

care centers: this would be in agreement with the

principle of public finance transparency;

+ so as to ensure instruments for internal control,
an execution system of revenue and expenditure
plan should be implemented which would
be based on certain goals (for example shortening
the time of waiting for admission to a health care
center or for a surgery) and indices (for example
the time of waiting for a surgery, the expenditure
for specific surgeries, the number of patients)
precisely showing the use of public financial
resources and its effects.

Financial planning based on performance budget
execution system should first of all be implemented
in communal and poviat self-governments; many
self-governments in Poland have started working
on such projects (Koztowski, Czaplicka-Koztowska,
2014) and it is very important for the implementation
of the programme of public finance education for all
citizens. The implementation of planning on the basis

of the budget execution system proposed in Tab. 2
might force the managers of public organizations
managing common property to pay more attention to
effective management of public finance. Concealing
financial flows, for example failure to make financial
plans and statements available and drawing them up
only on the basis of the valid budgetary classification,
should be a signal for thorough control of financial
management,  including  internal  control,
in independent public health care centers.

CONCLUSIONS

As part of the research the authors mainly found
negative phenomena in financial management
in independent public health care centers, which
belong to the public sector and use public financial
resources. The research confirmed the assumption
of problems regarding access to public information
and the impossibility to evaluate the effectiveness
of resource management in independent public
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health care centers. Analyzing the financial
management of health care centers subjected to the
basic organizational units of Warmia and Mazury
territorial self-government, especially the transpa-
rency of planning and information about the results,
it is evident that financial information is unavailable.
Thus, it is hard to determine the effectiveness
of expenses, which could be evaluated not only by
self-governmental authorities but first of all by the
citizens who benefit from the services of those
institutions and cover the costs of their operation.
Therefore, the implementation of rules within new
public management should be considered to regulate
financial management based on clear annual and
multi-annual revenue and expenditure plans in the
performance system. This is the fundamental
condition for management to be based
on communication with citizens and treating them
as the subjects and participants of activity execution.
It should be stressed that a self-government consists
of residents, and it is them who exercise the authority
through their representatives in councils, for example
influence the appropriate functioning of independent
health care centers. The lack of access to public
information violates the basic civil rights and shows
the management of health care centers and the
supervising bodies do not implement the law. All this
confirms that the health care system in Poland needs
thorough reforms.
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