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Abstract 
 

Accounting in the municipal sector is an important and up-to-date issue.  The objective of the article is to analyze and present 
theoretical determinants of accounting in the municipal sector as an industry system, and to present scientific research fields 
in budget accounting and corporate accounting in business entities which provide municipal services. The research was based 
on articles published in the Research Papers of Wrocław University of Economics in 2016. To achieve the objective formulated 
in such a way, the analysis of literature and logical inference were adopted as research methods. The literature review 
contributed to presenting new scientific research fields worth investigating and analyzing, in the municipal sector accounting. 
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1. Introduction 

Accounting in entities of the municipal sector is an important and up-to-date issue (Otrusinova & 
Kulleova, 2019; Dollery et al, 2020; Edmonds et al., 2020). The accounting system as a basic 
information system that every organization adopts is constantly developing, evolving, and adapting its 
solutions to changes taking place in business entities (Comandaru et al., 2020). The municipal sector 
entities are specific business entities whose main task is to achieve public utility objectives, that is 
providing municipal goods and services to a local community residing in each commune. 

In their research, Dollery et al, (2020) explained that cash accounting, accrual and modified accrual 
accounting are the bases of accounting for public sector. With recent developments, most countries 
have adopted the full accrual accounting method as the basis for their accounting process. According 
to Dollery et al. (2020), the use of this basis of accounting in municipalities, helps the management to 
take decisions that are more effective in the long run.  

Otrusinova & Kulleova, (2019) also conducted a similar research in modern accounting for municipal 
sectors. In their research titled ‘Liquidity values in municipal accounting in the Czech Republic’, they 
explained liquidity management and suggested best methods for municipal liquidation. The research 
concluded that to have an accounting system that works, municipals must determine what their assets 
and liabilities should be, based on the conditions of that municipality. Hassan et al. (2018) and Savaşan 
et al. (2018) supported this assertion in a similar study, when they explained that every community 
must adopt principles that work best for the community. 

The objective of the article is to analyze and present theoretical determinants of accounting in the 
municipal sector as an industry system, and to present scientific research fields in budget accounting. 
The thesis of the study is as follows: “Scientific research fields related to accounting of the municipal 
sector entities are subject to a lot of research and investigation of modern representatives of science”. 

The aim of the research on the accounting system in the municipal sector is to reflect economic 
practice as well as establish the theoretical framework for practice. Accounting in the municipal sector 
concerns: 

• identification of data pertaining to events and units being subject to observation and their 
documentation, 

• transformation of data using processing methods and procedures typical of the accounting 
system, 

• application of specialist recording devices, 
• presentation and provision of financial and non-financial information. 

2. Methodology 

This research was a literature review.  The research collected data from articles published in the 
Research Papers of Wrocław University of Economics in 2016. The sampling method was purposive 
because the data was selected from the source that the researcher deems fit for providing resource 
to facilitate this study. To achieve the objective formulated in such a way, the analysis of literature and 
logical inference were adopted as research methods. The literature review contributed to presenting 
new scientific research fields worth investigating and analyzing, related to the municipal sector 
accounting. 

Nowadays, three research approaches are used in terms of accounting in the world of science: 
mainstream research, interpretation research and critical research (Uzunboylu & Genc, 2017). 

In 2016, Wydawnictwo Uniwersytetu Ekonomicznego we Wrocławiu [Publishing House of Wroclaw 
University of Economics] published 45 issues of the Research Papers, from the issue no. 415 to the 
issue no. 460, in which authors published the total of 1,219 scientific papers.  On average, each issue 
includes 27 studies. These papers included scientific articles concerning, among other things: 

• Accounting and controlling, 

• Theories of accounting, reporting and financial analysis, 

• Finance and accounting for sustainable development, 
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• Accounting - macroeconomic policy and globalization, 

• Cost account, management accounting and controlling, 

• Cost and performance management. 
 

3. Findings and discussion 

3.1 Characteristics of the municipal sector - municipal management in Poland 

The fundamental framework for the functioning of municipal management in Poland is mainly 
stipulated in tasks of local authorities whose scope is defined in the Constitution of the Republic of 
Poland (1997) and:  

• Act on Municipal Management (1996), 

• Act on Commune Self-Government (1990), 

• Act on Powiat Self-Government (1995), 

• Act on Voivodship Self-Government (1998). 
Municipal management means community management. Issues of municipal management, or to 

be precise, of a society making up a community in each territory are also referred to in the European 
Charter of Local Self-Government (1985). Satola, (2018) and the research of Horton & Farnham, (2015) 
emphasizes that local governments execute public duties not reserved by the constitution or acts on 
public authorities. The commune is the basic unit of local government (Felekoglu, 2018; Napitupulu, 
2018). The constitutional provisions concerning municipal management are stipulated in Art. 166. 
According to it, public duties aimed at satisfying the needs of a self-governing community (including 
duties in terms of municipal management) are performed by units of local government as their direct 
responsibility. 

Detailed and statutory provisions concerning municipal management executed by local 
government units stipulated in the Constitutions are regulated by the Act of 20 December 1996 on 
Municipal Management, which is hereinafter referred to as “MMA”. According to Art. 1.1 of this Act, 
municipal management in Poland involves performing direct duties by local government units 
(communes) to satisfy collective needs of a self-governing community.  Municipal management 
involves mainly public utility tasks which aims to satisfy collective needs of people regularly by 
providing commonly available services (AY, 2020; Bezat-Jarzebowska et al, 2018). 

The Art. 2 of the Act stipulates that municipal management can be done by local authority bodies, 
especially in the form of budgetary units, budgetary divisions or commercial companies and 
partnerships. The scope of the Act includes municipal management of communes, districts, and 
voivodships. In accordance with Art. 7.1 of the Act on Commune Self-Government, the direct 
responsibility of a commune is satisfying collective needs of a community. As Satola, L. (2018) and 
Sadowska (2012) indicate, this responsibility is treated as municipal services which involve the 
following issues: 

• spatial order, real estate management, environmental and nature protection as well as 
water management,  

• communal roads, streets, bridges, squares, and road traffic organization,  

• waterworks and water supply, water sewage system, municipal sewage treatment, 
cleanliness, and order as well as sanitary system equipment, landfills and municipal waste 
treatment, electric power, heat, and gas supply,  

• telecommunication activities,  

• local public transport, 

• health protection,  

• social welfare, including institutional care centers, 

• support for a family and foster care system,  

• local residential construction, 
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• public education,  

• culture, including local libraries and other culture institutions as well as protection and 
maintenance of objects of cultural heritage,  

• physical culture and tourism, including recreational areas and sports equipment,  

• outdoor and indoor markets,  

• local green areas and tree stands,  

• communal cemeteries, 

• public order and security of citizens as well as fire and flood protection, including 
equipment and maintenance of a flood protection storehouse,  

• maintenance of communal public utility buildings and devices as well as administrative 
buildings,  

• pro-family policy, including providing pregnant women with social and medical care as well 
as legal assistance. 

In accordance with Art. 7.2 of the Act on Commune Self-Government, the commune direct 
responsibility is basically divided into obligatory and optional. The objective of this regulation is to 
ensure that the society receives public services at the basic level. The legislator does not formulate or 
impose a catalogue of obligatory tasks. The municipal sector is a part of national economy and 
concerns a given commune and its community, whereas municipal management aims at satisfying 
people’s needs in terms of health protection, social welfare, public education, culture, provision of 
municipal services, etc. 

3.2 Accounting in the municipal sector - legal and organizational aspects 

One should agree with Malinowska (2013) and Haouam (2020) that the objective of modern 
accounting is to analyze and provide reliable and true data on an economic and financial situation of 
an organization, so it should not be limited only to recording and controlling tasks. Accounting should 
be treated as an organized system of information flow whose main task is to provide various 
information for the purposes of business entity management. The introduction and application of the 
accounting policy and principles in organizations are determined by many factors. These are legal 
norms, regulations and rules included in the Polish Accounting Act (1994). 

According to Chłapek et al. (2018), accounting is a universal, flexible, subject information and 
control system.  The American Accounting Association in 1966 defined accounting as a process of 
identification, measurement and provision of financial information enabling formulating economic 
assessments which help users of such information in taking decisions (Christensen, 2018). As 
Ignatowski & Wójcik-Jurkiewicz (2016) rightly observe, one of the greatest challenges of accounting 
which business entities face nowadays is measuring and reporting information on the extent to which 
organization’s objectives have been executed. 

The Accounting Act (1994) stipulates accounting principles and rules for providing bookkeeping 
services. The provisions of the Accounting Act are applied, among other things, to: 

• commercial companies and partnerships, 

• natural persons, partnerships, limited liability partnerships, 

• communes, districts, and voivodships, as well as: 
✓ national, communal, district and voivodship budgetary units, 
✓ communal, district and voivodship budgetary divisions. 

In economic practice, enterprises are classified according to various criteria. Some factors for 
applying the accounting system are legal and organizational aspects of a given entity. Neither the size 
of a given organization, nor the type of business activities unambiguously determines whether the 
accounting system is used in an enterprise.  As Karwot & Ober (2019) indicates, diverse institutional 
solutions and legal and organizational forms of business activities are used in the municipal sector. 
Specific decisions should be adjusted to local needs, possibilities, and the character of activities. There 
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is not one model of structural solutions as there are various conditions, concepts, and practical 
activities in local authority bodies.  

It should be highlighted that municipal services in Poland are provided mainly by limited liability 
companies and budgetary divisions. These forms of organization of communal services are determined 
by accounting systems in given organizations. Limited liability companies keep the books based on the 
Accounting Act, whereas budgetary divisions as entities of the public finance sector additionally follow 
ordinances of the Minister of Finance on accounting principles. 

A budgetary division is an organizational unit of the public finance sector which conducts tasks 
against payment and covers costs of its activities from own revenues. A budgetary division is affiliated 
with a parent entity through net budgeting method which means that in the event of loss it is covered 
from superior entity’s funds. However, in the event of profit, a budgetary division pays it in full to the 
budget. Gwizdała (2018) add that a budgetary division is “... a unit which does not have legal 
personality and does not execute its own pricing policy. Financial economy of a budgetary division is 
based on an annual plan and its financial economy is executed in accordance with the Public Finance 
Law...”. Legal regulations precisely indicate when communes can establish, transform, and liquidate 
budgetary divisions, what services they can provide and how activities conducted as part of a 
budgetary division should be organized and funded. The characterized organizational and legal form 
is established to conduct specific tasks against payment, that is why one of revenue sources of a 
budgetary division is own revenues. 

Commercial companies are joint-stock company and limited liability company. A joint stock 
company is the oldest form of a company as it already started to develop in the 19th century. It is a 
form which is particularly beneficial to large enterprises in the public service sector, however, it is 
rarely used. The market observations and analysis of literature show that limited liability companies 
dominate in the municipal sector. Local authority bodies can form commercial companies and 
partnerships as well as enter the existing ones. One should agree with Gałuszka (2009) that a 
commune can form commercial companies and partnerships provided that the following two 
conditions are met at the same time: 

• there are unsatisfied needs of a local community on the local market, 

• unemployment in a commune considerably and negatively influences the level of 
community’s life and undertaking other activities have not led to economic activation, 
especially to the revival of the local market. 

Commercial companies and partnerships that currently function, mainly limited liability companies, 
have a lot of autonomy in terms of developing the financial policy, what makes them privileged in 
comparison with budgetary divisions.  

Accounting as a field dealing with defining and presenting phenomena and processes occurring in 
business entities is subject to legal regulations. A fundamental legal act regulating the principles of 
accounting in Poland is the Accounting Act. The entity’s accounting system includes: 

• the adopted accounting principles (policy), 

• keeping the books based on accounting documents, 

• verifying the real situation of assets and liabilities regularly (inventory), 

• valuating assets and liabilities and establishing the financial result, 

• preparing financial statements, 

• collecting and storing accounting documents. 
It should be emphasized that the Accounting Act is universal as fundamental assumptions and 
principles stipulated in it concern all organizations which are obliged to comply with it. Nevertheless, 
in terms of issues or legal provisions pertaining to a specific group of recipients (public sector units), 
the Act refers them to relevant regulations.  

https://doi.org/10.18844/gjbem.v10i3.4683


Sadowska, B., & Wójcik-Jurkiewicz, M. (2020). Scientific research fields in accounting of municipal sector entities. Global Journal of Business, 
Economics and Management: Current Issues.  10(3), 151-160. https://doi.org/10.18844/gjbem.v10i3.4683  

 

156 

 

3.3 Accounting in the municipal sector - fields of research 

Accounting in the municipal sector is executed depending on the organization of municipal services. 
Municipal services can be provided by commercial companies and partnerships or budgetary divisions 
or units (the budgetary accounting system, industry accounting). Commercial companies and 
partnerships keep the books based on the Accounting Act and follow the accounting principles 
addressed to enterprises (corporate accounting). Currently, municipal services are mainly provided by 
limited liability companies. These entities are not obliged to follow other legal acts or regulations as 
the organizational units of the public finance sector (for example, budgetary divisions have industry 
accounting).  

 One should agree with Winiarska & Kazarczuk-Kozak (2011) that a fundamental regulation 
governing budgetary accounting is the Public Finance Law (2009) and the Ordinance of the Minister 
of Finance on the detailed accounting principles and charts of accounts for the state budget, budgets 
of local authority bodies as well as particular bodies of the public finance sector (2010). According to 
Leksykon Rachunkowości (1996) as quoted by Walińska et al., (2018), budgetary accounting can be 
defined as the accounting of a government, local authorities and budgetary institutions whose 
objective is to provide information on the implementation of the budget as well as on financial plans 
and the economic situation of budgetary units and other organizational and legal forms of the public 
finance sector units. 

Nowadays, organizations have financial accounting, management accounting, controlling, cost 
accounts and tax accounting to provide information necessary for the purpose of organizational unit 
management as well as the fulfilment of information needs of various groups of users/stakeholders 
(Tasar, 2019). 

Scientific research on accounting is selectively described in literature due to the scale of issues it 
encompasses and great methodological diversity. As Ediraras et al. (2017) rightly observes, a general 
theory of accounting has not been yet developed, however, there is a set of various theories. 
Moreover, there are also different approaches to developing accounting theories: tax, legal, ethical, 
economic, behavioural and structural theories which have been adopted to coin terms connected with 
accounting and have contributed to the development and assessment of accounting principles, 
methods and procedures.  

 
The research findings, that is articles directly and indirectly concerning the municipal sector and the 

accounting system in this sector are presented in Table 1. 
 
Table 1. Scientific research fields in accounting of the municipal sector entities 
 

Article Title Research 
 Papers No. 

Pages D/I* 

1. Rzeczowo-ekologiczne efekty realizacji krajowego Programu 
Oczyszczania Ścieków Komunalnych [Material and ecological 
aspects of the implementation of the national Program of the 
Municipal Wasterwater Treatment] 

418 156-166 P 

2. Poziom realizacji gospodarki odpadami na obszarach 
atrakcyjnych turystycznie [The level of waste management 
development in the tourist attractive areas] 

418 311-317 P 

3. Analiza przypadków wdrożeń zrównoważonej karty wyników 
w jednostkach samorządu terytorialnego [The analysis of the 
balanced scorecard implementation in the local government 
units] 

424 164-172 B 

4. Rozwój pracowników w JST w ramach środków Europejskiego 
Funduszu Społecznego – wyniki wstępnych badań empirycznych 
[Employee development in local government units eithin the 
European Social Fund in Poland – preliminary research findings] 

429 290-306 P 
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5. Uwarunkowania przestrzennego zróżnicowania selektywnej 
zbiórki odpadów komunalnych [Conditions of spatial diversity of 
separate collection of municipal waste] 

432 129-137 P 

6. Koszty środowiskowe w sektorze wodno-kanalizacyjnym 
[Environmental costs in water and sewage sector]            

436 219-230 B 

7. Działalność gminy w Niemczech i w Polsce – uwarunkowania 
prawne, organizacyjne i finansowe [Activities of municipalities in 
Germany and Poland – legal, organizational, and financial 
factors] 

439 393-404 P 

8. Obszary ryzyka prowadzenia działalności przedsiębiorstw 
ciepłowniczych [Areas of risk in heating companies] 

440 317-326 P 

9. Systemy typu Data Discovery w praktyce funkcjonowania 
przedsiębiorstwa komunalnego [Data Discovery systems in 
practice of functioning of municipal enterprise] 

440 411-419 P 

10. Identyfikacja i wyodrębnianie przychodów i kosztów 
przewozów o charakterze użyteczności publicznej w 
przedsiębiorstwach transportu samochodowego [Identification 
and distinction of revenues and costs of public utility transport in 
bus enterprises] 

442 175-183 B 

11. Ośrodki odpowiedzialności i miejsca powstawania kosztów w 
przedsiębiorstwach wodociągowo-kanalizacyjnych 
[Responsibility centers and cost centers in water and sewerage 
companies] 

442 203-212 B 

12. Logistyka odzysku – optymalizacja przepływów w systemie 
gospodarki komunalnej [Reverse logistics – optimization of flows 
in the system of waste management] 

446 70-82 P 

13.Optymalizacja tras zbiórki odpadów komunalnych na 
przykładzie MPO Kraków [Optimization of municipal solid waste 
collection and transportation routes on the example of MPO 
Cracow] 

446 83-92 P 

14. Analiza skuteczności i zrównoważenia polskiego systemu 
gospodarki odpadami komunalnymi [Analysis of the 
effectiveness and sustainability of the Polish municipal waste 
management system] 

454 31-44 P 

15. Ocena wskaźnikowa inwestycji infrastruktury wodno-
kanalizacyjnej w aspekcie zrównoważonego rozwoju [Evaluation 
of investment ratio water supply and sewerage infrastructure in 
the context of sustainable development] 

454 79-91 B 

16. Ekonomiczne i techniczne uwarunkowania procesów spalania 
odpadów komunalnych [Economic and technical determinants of 
municipal solid waste incineration] 

454 174-185 P 

17. Nakłady inwestycyjne na gospodarkę odpadami [Capital 
expenditure on waste management] 

454 196-207 B 

 
* D/I - direct/indirect reference to the municipal sector, the field of municipal services 
Source: own work 
 
In 2016, in the Research Papers of Wrocław University of Economics authors published the total of 17 
articles and 6 of them referred directly to the research on the accounting system in the municipal 
sector. 
The results prove that most researchers were not interested in the topic of accounting in municipal 
sector of Poland. This is because, majority of the researchers of the Wrocław University of Economics   
made no reference to accounting in their research work. Therefore, the thesis of this research was 
negatively verified. 
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4. Conclusion 

The theory of social research aims mainly at discovering regularities in the social life. A part of social 
research and theories is economics which concerns the aspects connected with how people deal with 
limited resources. Resources are reflected in the accounting systems in which they are presented 
quantitatively and qualitatively. 

 Economic phenomena, events, operations, processes, and activities which take place in an 
organization while conducting its business activities are registered in the accounting systems. The role 
of these system is to collect, record, measure, and report financial and non-financial information to 
the interested stakeholders. As Lulek (2017) indicates, “theoreticians emphasize the role of accounting 
in creating information on the activities of a business entity. If the information system of an enterprise 
in a broad sense is considered, the information system of accounting will be one of its most crucial 
elements”. 

The objective of the article was to analyze and present theoretical determinants of accounting in 
the municipal sector as an industry system, and to present scientific research fields in budget 
accounting. The research was based on articles published in the Research Papers of Wrocław 
University of Economics in 2016. To achieve the objective formulated in such a way, the analysis of 
literature and logical inference were adopted as research methods.  

The thesis of the study which was “Scientific research fields related to accounting of the municipal 
sector entities are subject to a lot of research and investigation of modern representatives of science” 
was negatively verified. Accounting undertaken by commercial companies and partnerships of local 
authority bodies as well as budgetary accounting (industry) are not an interesting field of research for 
scientists. Therefore, the following questions should be posed: 

1. Why does the world of science deal with the issues of the municipal sector so rarely? 
2. What are the reasons that scientists in Poland do not conduct research on accounting in the 

municipal sector? 

5. Recommendation 

The literature review and the negatively verified thesis of the article contributed to presenting 
scientific research fields related to the municipal sector accounting worth investigating and analyzing. 
In the author’s opinion, the following dilemmas of the accounting system are worth considering: 

1. Relationships between an organization’s strategy and the accounting system, including 
innovative (management) accounting tools. 

2. Role and significance of information generated by the accounting system as well as needs 
and expectations of various groups of stakeholders (investors, ecologists, society). 

3. The accounting system of the municipal sector and the measurement theory (financial and 
non-financial measurement). 

4. The accounting system of the municipal sector and the concept of sustainable development 
as well as CSR. 

The dilemmas of the accounting system in the municipal sector should contribute to further in-
depth scientific research.  
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