
EKONOMIA I PRAWO. ECONOMICS AND LAW
Volume 20, Issue 2, June 2021

p-ISSN 1898-2255, e-ISSN 2392-1625
www.economicsandlaw.pl

© 2020 Nicolaus Copernicus University. All rights reserved. cbyd

The share of corporate income tax as 
revenue of a provincial self-government 

and the effects of the COVID-19 
pandemic

JACEK WANTOCH-REKOWSKI
corresponding author

Nicolaus Copernicus University in Toruń, Faculty of Law and Administration, Department of Public 
Finance Law, ul. Bojarskiego 3, 87-100 Toruń, Poland

 rekowski@umk.pl
 orcid.org/0000-0002-1606-7790

MAŁGORZATA CILAK
Nicolaus Copernicus University in Toruń, Faculty of Law and Administration, Department of Public 

Finance Law, Poland
 mcilak@umk.pl

 orcid.org/0000-0003-1429-8429

Abstract
Motivation: The paper addresses the issue of shares in corporate income tax (CIT) as 

revenue for the budgets of provincial governments. A study of the formation of revenues 
from this source in relation to total revenues in 2019–2021 was carried out, resulting 

in the observation that amongst the provinces a wide disparity exists in terms of the im-
portance of CIT shares as a source of revenue. In most provinces, the percentage ratios 

of the size of CIT shares planned for 2021 in the structure of total revenue decreased 
compared with 2019. The study made it possible to advance a thesis on the possible im-
pact of the COVID-19 pandemic on the decline in provincial revenue from CIT shares, 
as well as to confirm views criticizing certain features of CIT shares, such as their lack 

of stability or the lack of influence of provincial governments on the shaping of this 
source of revenue. Shares in CIT formally constitute the provinces’ own revenue, but 

in practice they are funds transferred from the state budget. Income taxes in Poland are 
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the revenue of the state, which has an exclusive influence on the normative shape of these 
taxes and the implementation of the regulations concerning them. The province, as 

a beneficiary of the CIT share, has no influence on this income. In view of the fact that 
in some provinces CIT revenue as a share of total revenue exceeds 40%, a problem arises 

in the event of a decrease in the revenue from this tax to the state budget, and consequent-
ly to the provincial budgets. The COVID-19 pandemic and the economic crisis caused by 
it result, inter alia, in a decrease in revenues from income taxes, which is reflected in pro-

vincial budgets.
Aim: The aim of the article is to determine whether and to what extent the COVID-19 

pandemic affected the revenues of self-governing voivodships from CIT shares. The au-
thors also indicated solutions aimed at mitigating the negative consequences for provinces 

of the drop in revenues from CIT shares.
Results: The research carried out on revenues to the budgets of provincial local govern-
ments from the CIT share indicates that in 2021, 11 out of 16 provinces will have a lower 

percentage share of this income in the structure of all their revenues when compared 
to 2019.

Keywords: local government finance; provincial revenue; corporate income tax; COVID-19
JEL: K34; H71; H72

1. Introduction

The basic legal regulations concerning local self-government units stem from 
the provisions of the Constitution of the Republic of Poland (1997). Pursuant to Ar-
ticle 163 of the Constitution of the Republic of Poland (1997), local government 
performs public tasks not reserved by the Constitution or statutes to the organs 
of other public authorities. Although in the light of Article 164(1), the basic unit 
of local government is the commune, the functioning of other units of regional 
or local and regional government is regulated by statute.

While at the local level, the idea of self-governance is realised by communes 
and poviats, at the regional level it is implemented only by self-governing 
provinces.

Self-governing provinces in Poland are vested with ownership and other 
property rights. Pursuant to Article 167(1) of the Constitution of the Republic 
of Poland (1997), all local government units, including self-governing provinces, 
are guaranteed a share in public revenue in accordance with the tasks allocated 
to them. Revenues are essential for the performance of tasks by local self-gov-
ernment units.

In the light of Article 167(2) of the Constitution of the Republic of Poland (1997) 
the revenues of local government units are their own revenues as are general 
subventions and earmarked subsidies from the state budget. Undoubtedly, their 
own revenues should play the main role in the structure of self-governmental 
revenues, while the funds transferred from the state budget (general subvention 
and earmarked subsidies) are to be their supplement.

Pursuant to Article 167(3) of the Constitution of the Republic of Poland (1997), 
the sources of income of local government units are specified by statute. Cur-
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rently, it is the Act on income of local government units (2003). A catalogue of their 
own revenues of provinces is set out in Article 6 of this Act. However, the cat-
alogue does not include the most effective sources, i.e. taxes and fees. The reve-
nues listed in Article 6(1) have no tangible financial significance in the structure 
of provincial revenues.

However, the thesis that local governments’ own revenues are insignificant 
in the structure of provincial revenues would not be justified at the normative 
level, since the legislator, in Article 3(2), indicated that within the meaning 
of the Act, local government units’ own revenues include shares in revenues 
from personal income tax and corporate income tax (CIT). Thus, the legisla-
ture qualified the funds transferred from the state budget as local governments’ 
own income. However, this is an artificial procedure, because local government 
units have no influence on the shape and functioning of income taxes. The level 
of the share in the income tax on natural persons from the taxpayers residing 
in the area of the province is 1.60%, while the level of the share in the income 
tax on legal persons residing in the area of the province is 14.75%. There is no 
doubt that the provincial share in the corporate income tax is a very important 
income of this local government unit.

The reliance of local governments’ own revenues on shares in income taxes 
may cause potentially serious problems for the provincial self-governments. 
First of all, it should be noted that any changes in the Corporate income tax act are 
made by the legislator, without the consent of the provincial self-government. 
Moreover, if, for instance, the Council of Ministers decides that it is beneficial 
to introduce tax reliefs or exemptions (on account of economic benefits), the fi-
nancial consequences will also affect the local government unit.

In 2020, virtually the entire world was affected by the COVID-19 pan-
demic. In addition to the health sphere, the economic domain also suffered se-
vere losses. It is reasonable to argue that most entrepreneurs recorded worse 
financial results in 2020 than in 2019, which was the last ‚normal’ year. Also 
the year 2021 should be considered less favourable than 2019. The conse-
quence of the deterioration of the financial situation of entrepreneurs is a de-
crease in state budget revenues from corporate income tax. Owing to the fact 
that the provincial self-government bases part of its own revenues on the share 
in this tax, it can be assumed that the majority of provinces in 2020 and 2021 
will generate less revenue.

The aim of the study is to verify the thesis that the COVID-19 pandemic has 
negatively affected the revenues of local government provinces from the share 
in corporate income tax in 2020–2021.

2. Methods

The article is based on an analysis of the texts of legal acts, mainly the Constitu-
tion of the Republic of Poland (1997) and laws, and so the choice of dogmatic-legal 
method is imperative. Furthermore, the article reviews and evaluates the Pol-
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ish literature concerning primarily the problems of income of local government 
units.

In order to verify the adopted thesis, it is necessary to analyse the data 
on revenues of all the provinces in 2019–2021 and also revenues from shares 
in corporate income tax. Individual amounts of total revenue and revenue from 
CIT shares for 2019–2020 were determined on the basis of resolutions of pro-
vincial boards on reports on budget implementation for 2019 and 2020, avail-
able on the public information bulletin (BIP) websites of individual provinces. 
Where it was not possible to obtain board resolutions, data were taken from 
the resolutions of the regional assemblies approving the reports of the boards 
or the reporting documents published on the BIP websites of the local govern-
ments. The amounts of total revenues and revenues from CIT shares planned as 
at 31 December of the budget year covered by the report were taken into account. 
In turn, for the year 2021, data were adopted on the basis of budget resolutions 
of provincial assemblies and resolutions on budget amendments and resolutions 
on changes in the budgets of individual provinces, published in the provincial 
official journals or in the BIP of individual provinces as of 27 April 2021.

3. Literature review

Local government shares in tax revenues constituting state budget income are 
the subject of research in both legal-financial and economic literature.

The legal-financial literature has devoted monographs, chapters in mono-
graphs, scientific articles, and other studies to the topic of shares. Among nu-
merous authors who have taken up the issue of the tax shares it is necessary 
to mention Borodo (1991; 1993; 1995; 1997; 2012, 2020), Gilowska (1997), 
Gonet (2008; 2012), Miemiec (1996), Ofiarski (2010), Pest (2016), Ruśkowski 
& Salachna (2003; 2005) and many others. The subject of the research was 
the legal character of tax shares and their place in the structure of income 
of municipalities, the legal construction of the shares, the advantages and dis-
advantages of using this type of source of income of municipalities, as well as 
other issues, such as those related to the judicial recovery of tax share debts by 
the local government units.

In the economic literature, the problem of the revenue system of self-govern-
ment units and tax shares has been studied by, inter alia, Dziemianowicz (2017), 
Guziejewska (2004; 2014; 2016), Kańduła (2016; 2017), Neneman & Swianie-
wicz (2014), Poniatowicz (2012; 2015), Surówka (1997; 2007) and others.

Representatives of the financial law academia are unanimous in their view 
that shares in state taxes cannot be treated as the local government’s own reve-
nue, as they recognise that their own revenue is generated by sources which can 
be influenced, to a certain extent, by the local government. Thus, revenue from 
fiscal shares may — at most — be regarded as revenue ‚equivalent to local gov-
ernments’ own revenue’, and not their own revenue sensu stricto (see, inter alia, 
Gonet, 2008, pp. 25–27; Ruśkowski & Salachna, 2003 p. 57; 2005, p. 104). 
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Basing the system of revenues of local government units on tax shares cannot be 
regarded as corresponding to the essence of self-governance of local government 
units. They are a type of subsidy or subvention, and not the local governments’ 
own revenue (Małecki 1991, p. 40). Shares in taxes constituted the revenue 
of local government units as far back as the inter-war period. The system of rev-
enues of local government units from that period was examined by, amongst 
others, Borodo (1993, pp. 48–67). Tax shares were also utilised after World 
War II. As indicated by Ruśkowski & Salachna (2003, pp. 13–17; 2005, p. 104) 
in their commentaries to the Act on income of self-government units in 1999–2003 
and the currently binding Act on income of self-government units, they were an 
element of the system of income of national councils in the People’s Republic 
of Poland.

After the political transformation of 1989 and the restoration of local gov-
ernment in Poland, various authors have made numerous proposals concerning 
the shape of the local government revenue system and the role of local gov-
ernment shares in state taxes in that system (e.g. Borodo 1991; 1995; 1997, pp. 
39–41; Miemiec, 1996, pp. 18–20). It was postulated that the system of sources 
of revenue of the local government should be based on its own revenue. It was 
also seen as including shares in state taxes, not only — as finally decided by 
the legislator  — in income taxes, but also in indirect taxes (Borodo, 2020; 
Gilowska, 1997, pp. 20–21; Gilowska et al., 1997, pp. 39 et seq., 44 in., 94 et 
seq.; Gonet, 2012, pp. 18–20), as well as supplements to state taxes and transfer 
revenue, such as subsidies and grants from the state budget.

The legal construction of tax shares and their significance for local govern-
ments was the subject of Borodo’s research. He pointed out the existence of sev-
eral modes of distributing tax revenue between the state and local government: 
a system of tax competition, a system of tax allowances, a system of tax shares, 
a system of separation of sources of revenue, and mixed systems. He indicated 
that the shares could have a different legal structure, and relate to tax reve-
nues collected in the territory of a given local authority, or be detached from 
them. As the main advantages of the system of percentage or fractional shares, 
he pointed out the absence of excessive burdening of tax revenue sources by 
the public sector. The same tax burden throughout the country makes it possible 
to pursue a uniform tax policy. The disadvantage, on the other hand, is the limi-
tation of the tax independence of local self-governments if they do not have their 
own sources of tax revenue that they can shape. Another disadvantage may be 
disputes between local authorities over the amount of shares — each commu-
nity seeks to ‚win’ the largest possible percentage share for itself (Borodo, 1993, 
pp. 22–30). He considered the tax shares as the equivalent of the ‚municipal 
income tax’ and as a properly selected income of the local authority, linking 
the income of the taxpayers to the income of the local authority where they are 
domiciled (Borodo, 1995, p. 31 et seq.).

Kornberger-Sokołowska & Bitner (2018, pp. 92–93) treat the shares of local 
authorities in state taxes as a form of systemic redistribution of income collected 
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centrally. Apart from their strictly fiscal function, the said shares also stimulate 
local governments to pursue appropriate local policies. When introducing these 
regulations, the legislator aimed to activate the impact of local governments 
on the economic and social development of their areas within the scope of their 
competence. At the same time, however, it is possible to pursue a nationally 
uniform tax policy.

Dębowska-Romanowska (1996, p. 324; 2000, p. 168) pointed out that 
the term ‚shares in state taxes’ in the light of the provisions of the Act on the in-
come of self-government units means shares in revenues from taxes constituting 
the income of the state budget, and not shares in taxes themselves. This means 
that their transfer is not of an indefinite nature, but has its effect as per the legal 
status applicable in the financial year. At the end of the year — in the event 
of a change in the legal status — the right to collect receivables from the share 
in tax revenues settled after the end of the financial year expires. As regards de-
termining the receivables of local authorities on account of shares, the principle 
of annuality applies.

A detailed analysis of the tax shares of local government units has been car-
ried out by Pest (2016, pp. 37–44). He has pointed out that the institution of tax 
shares is an element of budgetary law, not substantive tax law. The Act on the in-
come of local government units (2003), which regulates the institution of shares, 
is not a tax act. Moreover, the Tax ordinance act does not apply to tax shares. As 
a result, the tax share is not a tax, fee or non-tax budgetary receivable.

Shares in income tax from natural persons following the political transfor-
mation in Poland were also the subject of research conducted by Ofiarski (2010, 
p. 290), who presented an analysis of the legal status, the evolution of the legal 
construction of shares and their functioning in the years 1990–2010.

Various authors have also pointed out the drawbacks of shares in the form 
of dependence of revenues from this source on the economic situation, which 
means that they are not the most stable source of revenue for local self-govern-
ments (e.g. Ofiarski, 2010, p. 295). The amount of revenue from tax shares is 
also impacted by the implementation of tax reliefs by the state tax authorities 
in the repayment of tax liabilities in income taxes (Dębowska-Romanowska, 
2000, p. 168).

Some authors point out that tax shares do not perform motivational func-
tions for local self-governments because of the lack of competence of the latter 
to shape these sources of revenue. Nevertheless, the share structure is beneficial 
for local government units where the residence of a personal income tax payer 
or the seat or establishment (branch) of a corporate income tax payer is located. 
Therefore, local governments may take various legally permissible measures 
to increase the interest of taxpayers in residing or establishing offices in the ter-
ritory of local government units, as this translates into higher revenues from tax 
shares (Borodo, 2012, pp. 89, 97, 131–133, 144–145; Gonet, 2008, p. 27).

The judicial route for claiming the proceeds from tax shares has also been 
the subject of interest in financial law doctrine. Agopszowicz & Gilowska (1999, 
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p. 391) indicate that the revenues from tax shares do not have a civil law charac-
ter, and therefore the local authority may not pursue the payment of the amount 
of money by the State Treasury on account of these shares through a court deci-
sion. A different view was expressed by Borodo (2012, pp. 92–93).

In economic literature, the issue of local government shares in state taxes is 
also an object of interest. Dziemianowicz (2017, p. 93 et seq.) has analysed their 
structure and influence on the autonomy of local government units in terms 
of revenue, concluding that revenue from this source is of great fiscal impor-
tance for local government units. Income from a share in corporate income 
tax is more susceptible to these fluctuations than income tax from natural per-
sons. In addition, the amount of tax revenues of local self-government units — 
and thus their financial independence — is influenced by the unilateral decisions 
of the legislators introducing tax reliefs, the economic effect of which is borne 
by the local government units, while the state authorities can compensate for 
the loss of revenue by increasing revenue from other sources (Dziemianowicz & 
Wyszkowski, 2012, pp. 166 et seq.).

According to Surówka (2007, p. 197; see also 1997, p. 21 et seq.), per-
centage shares in income taxes are a kind of subsidy, conditional on the eco-
nomic situation, which was offered to local governments after 2003, instead 
of a subsidy guaranteed by law. In Surówka’s opinion, the increase of revenues 
of local self-governments by raising the percentage shares in central taxes is 
only an ostensible gain of independence for local self-governments in Poland. 
The shares can be attributed to the nature of a part of the equalisation mech-
anism, and not typical local governments’ own revenues of self-government 
units (Peter-Bombik, 2009, p. 346). In the view of Surówka & Winiarz (2011, 
p. 356), the system of tax shares should ultimately be replaced by a system of ad-
ditions to state taxes, in order to increase the revenue independence of local 
government units.

The system of income of self-government units and effectiveness of local 
taxes was also studied by Guziejewska (e.g. 2004; 2014; 2016) and Żołądkie-
wicz (2014). The topic of tax shares was also addressed by Kańduła (e.g. 2017) 
and Poniatowicz (e.g. 2012; 2015; Poniatowicz & Dziemianowicz, 2016).

Representatives of the economic sciences have also formulated the concept 
of municipal PIT. The general assumption of this idea is to maintain the division 
of personal income tax revenue between the state and the local government, 
with the latter being granted the competence to shape this source of revenue 
within a specified scope (Kańduła, 2016; Neneman & Swianiewicz, 2014).

In conclusion, it should be stressed that representatives of the legal and eco-
nomic sciences agree on the most important issues related to tax shares of local 
self-governments. In their opinion, these are transfer revenues, constituting 
a type of subsidy or grant, which do not provide local self-governments with 
sufficient financial independence. They also notice cyclical fluctuations of rev-
enues from these sources, with changes in revenues from PIT share being im-
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pacted by other factors (mainly changes in this tax introduced by the legislator) 
as compared to revenues from CIT share (changes in the economic situation).

4. Discussion of results

Table 1 contains data on total revenues and CIT revenues of all Polish self-gov-
erning provinces (16) for the years 2019–2021. The data for the years 2019–
2020 concern realized (accomplished, actual) revenues and for the year 2021 
they are forecasts, in the sense that they represent projections resulting from 
budget resolutions. Long-term observations indicate that budget resolutions are 
repeatedly amended during the year, therefore it may be expected that the data 
for 2021 will be subject to changes as well. Table 1 also contains results regard-
ing the percentage share of each province’s CIT revenues in total revenues. It 
also indicates how this share changed in 2021 in relation to 2019 (the base year).

The COVID-19 pandemic, whose effects affected Poland as well, had 
and continues to have effects in the economic sphere. Although it is evident 
that for most economic entities the pandemic was a negative or, alternatively, 
neutral factor, it should not be forgotten that for some entities (certainly fewer) 
it was beneficial (e.g. manufacturers of protective masks, protective gloves, 
or disinfectant fluids). From the perspective of the activity of entrepreneurs 
and profitability of this activity, it may be expected that income of the majority 
of corporate income tax payers will be lower in the years affected by the pan-
demic compared to earlier years.

Considering the share of CIT revenues in the total revenues in the base year, 
16 provinces can be divided into several groups:

 – Group I: provinces where the share of CIT in total revenue is greater 
than 40%: Mazowieckie (69.86%), Dolnośląskie (46.10%), Wielkopolskie 
(43.84%), and Śląskie (43.52%);

 – Group II: provinces in which the share of CIT in the total revenue is greater 
than 20% and does not exceed 40%: Pomorskie (36.29%), Małopolskie 
(36.09%), Łódzkie (31.36%), Kujawsko-pomorskie (26.25%), and Lubuskie 
(21.17%);

 – Group III: provinces where the share of CIT in the total income is lower 
than 20%: Zachodniopomorskie (19.66%), Opolskie (16.83%), Podkar-
packie (15.55%), Lubelskie (13.25%), Warmińsko-Mazurskie (13.17%), 
Świętokrzyskie (12.66%), and Podlaskie (9.26%).
The noticeable considerable differences between the shares of CIT in total 

income between provinces from group I and group III result from the degree 
of economic development of particular provinces and the number of business 
entities generating income and paying personal income tax. Based on general 
common knowledge about the foundations of the Polish economy, it can be 
concluded that the Mazowieckie province is the most economically developed 
and the Podlaskie province the least developed. From the abovementioned data 
it clearly results that the financial economy of the Mazowieckie province is 
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based on the revenue from the share in the corporate income tax (69.86%), 
whereas for the Podlaskie province this revenue is of a supplementary, second-
ary nature (9.26%).

The decrease in the share of CIT revenues in total revenues in 2021, as ex-
pected by the authors compared to the base year 2019 (in %), occurred in 11 
of the 16 provinces. In the remaining (5) an increase was observed. However, 
this increase did not occur in any province classified under group I. It was ob-
served in two provinces from group II and in three provinces from group III.

Decreases in the share of CIT revenues in total revenues in individual 
provinces varied in size  — from 11.62% in the Kujawsko-Pomorskie prov-
ince to 0.55% in the Śląskie province. A lesser spread was observed in terms 
of growth — from 5.17% (Podlaskie) to 0.23% (Opolskie).

The survey conducted should be treated as preliminary. Data for 2020, which 
was the first year of the COVID-19 pandemic, reflect the effects of the crisis for 
an incomplete year — the Polish economy began to suffer perturbations from 
March 2020. Data for 2021, on the other hand, are forecasts, often made under 
the influence of optimistic information about the end of the pandemic, which 
has not happened and will not take place in the coming months.

5. Conclusion

As indicated in the literature review — representatives of the doctrine have for 
many years highlighted the weakness of the construction of revenue sources 
of local government units, including self-governing provinces. Assuming that 
shares in state income taxes are a province’s own income is illusory. Provin-
cial revenues from shares in personal income tax and corporate income tax 
are the classic funds transferred from the state budget. The provinces have no 
influence on this source of their own income. In fact, the formal qualification 
of funds transferred from the state budget does not change their nature, as they 
do not become, by law, their actual own revenues.

While it is known when most corporate taxpayers began to be affected by 
the pandemic, it is uncertain when this phenomenon will cease, assuming that 
it will. However, it cannot be ruled out that other events of a similar nature 
will occur, which will realistically affect economic entities. The analysis of rev-
enues from CIT shares to the budgets of self-governing provinces shows that 
this income which is important for almost all provinces, is not stable. Owing 
to the fact that the tasks of self-governments, and consequently expenditures 
on the performance of these tasks, have an upward trend, it is not possible for 
provinces to function properly in a state of financial uncertainty. It is evident 
that in the area of classic local governments’ own revenues (e.g. property tax 
being the revenue of the municipality), local government units have legal instru-
ments which they can use to at least minimally influence the efficiency of a par-
ticular source of revenue. In the case of funds transferred from the state budget, 
local government units are not equipped with any legal instruments.
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In terms of the construction of local government shares in CIT, adjustments 
to the legal solutions are necessary as a minimum measure. Mechanisms should 
be adopted to correct provincial revenues in this respect, consisting in supple-
menting the shortfall in CIT revenues for a given province in relation to the pre-
vious year. It should be guaranteed that provinces’ revenues from this source 
in each subsequent year will not be lower than in the previous year. This type 
of corrective mechanism would in no way affect the financial independence 
of a province. Instead, it would ensure that revenues from the CIT in the fol-
lowing year would not be lower, which would enable rational planning and im-
plementation of the budget of a self-governing province.
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