Ustynova 1., Kuzio Ju.

UDC 340.336.025:005(045)

I. Ustynova,
PhD in Law, Associate Professor

Ju. Kuzio,
Student

ISSUES ON IMPROVING FINANCIAL CONTROL AS A FORM
OF PUBLICACTIVITIES

National Aviation University
Kosmonavta Komarova Avenue, 1, 03680, Kyiv, Ukraine
E-mail: kafedra92@ukr.net

Purpose: the improvement of state financial control organization should be ensured by the activity of all
organizations, which are part of the state monitoring system at all levels of governance. Financial monitor-
ing in Ukraine is a complex institution in the state monitoring system that provides public management and
ensures statehood. Present financial state lacks control and central executive bodies and local self-
government are responsible for control, ensuring stability and avoidance of budget legislation violations. We
outlined the drawbacks in legal regulations of financial monitoring practices. Methods of research: in the
work used analytical, described the methodological basis of the research is such methods as general scien-
tific and specially legal methods. The use of a descriptive method made it possible to characterize the overall
system of financial control. Using the formal legal method, the forms of application of financial control
measures were analyzed. The system method and the analysis method were also applied to determine the
practical component of the results of the financial control measures. Results: the issue of financial monitor-
ing is widely discussed in modern doctrine developments in the field of law and public administration. Fi-
nancial monitoring system is regarded as an institution of financial law. Present-day state growth raises such
fundamental question as governance improving which primary function is to monitor and control. The state
cannot function properly and develop without well-organized control system over the production, distribution
and redistribution of the social product and over other spheres of social life. Control is an integral part of
the society growth, and financial control at the present stage is the basic element of ensuring public activity.
Discussion: in modern doctrinal developments in the field of law and public administration, the topic of
financial control has been developed quite broadly. Financial control is regarded as an institution of finan-
cial law. Although there are points of view that this is part of public administration activities, one cannot
disagree.

Keywords: financial control; monitoring; governance; public administration; financial authorities; forms
of public administration; International Organization of Supreme Audit Institutions.

Formulation of the problem. Present-day the present stage is the basic element of ensuring
state growth raises such fundamental question as public activity.

governance improving which primary function is Analysis of recent research and publication.
to monitor and control. The state cannot function Many scientists dedicated their works to the unveil-
properly and develop without well-organized ing the nature of such question as «control»

control system over the production, distribution (L.A. Savchenko, I.P. Ustinova, V.M. Gorshenova,
and redistribution of the social product and over 0.G.  Lukyanova, V.Y.Luchina, P.E. Nedbayla,
other spheres of social life. Control is an integral V.M. Protasova, V.D. Sorokina, V.l. Tertishnikov,
part of the society growth, and financial control at O.V. Fatkhutdinova, M.S. Shakaryan, 1.B. Shakhov,
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S.0. Shokhin, M.T. Belukhi, I|.A. Belobzhetsky,
F.F. Butyntsa, L.M. Kramarovsky,
M.M. Rovinsky, B.F. Usacha, L.K. Tsarovaet al.).

Problems not resolved before. The democra-
tization of Ukrainian society is an urgent need for
the historic moment of Ukraine’s development.
These processes provide for the protection of
financially sound risks. Financial control is such a
factor, so awareness of the regulation of this insti-
tution is an urgent matter and one that requires
ongoing study.

Goal. To analyze present state of organization
and implementation of financial control as a form
of public activities and decide on the legislative
regulation of a mentioned institute.

Presentation of the main material. Before
analyzing the concept «financial controly», let us
consider the concept «public administrationy.
Generally, the term «administration» stands for
the activities of directing someone or something.
In general, administration is aimed impact on a
complex system. Public administration, as an
independent type of public activity, should be
viewed as a system of state power executive-
administrative elements that regulates economic,
socio-cultural and administrative-political spheres.
Concept «public management» represents an inte-
grated mechanism, subsystems and elements and
priorities of political sphere, normative regulation,
state or local self-government financed proce-
dures, centralized and decentralized organizational
and managerial structures and their staff, who are
responsible for administration in a particular field
of public relations at national, subnational and
local levels. The definition of «public administra-
tion» is under the study, as this concept mainly
identified with government but not as separate
unit. In the narrow sense, public administration is
seen as a professional activity of civil servants,
which includes all activities aimed at implement-
ing government decisions, as an interdisciplinary
academic field, based on the theory and concepts
of economics, political science, sociology, admin-
istrative law, management. In the broad sense,
public administration is understood as whole sys-
tem of administrative institutions with the hierar-
chy of power, through which the responsibility for
the implementation of state decisions goes down

from above [1, p. 50-51]. Thus, public administration
includes public and state administration, and consti-
tutes the unity of institutions and executive bodies
that implement government decisions.

The forms of public administration are defined as
the outer side of their functioning, that is, the totality
of its homogeneous actions, which are implemented
within certain organizational frameworks defined by
law. In other words, forms of public administration
are homogeneous activities of public authorities
through which their functions are realized.

In our opinion, it is obvious to distinguish five
main forms of legal activity of public authorities:
constituent, law-making, law-enforcement, interpre-
tative and control-supervisory.

— Law-making — the activity on creating new legal
rules, change them and repeal them.

— Law-enforcement is an activity which helps to
provide «the continuity of the implementation pro-
cess in regulatory legal provisions and ensures as-
signing subjective rights to some participants in the
relationship and entrusting them with other relevant
legal obligations or by resolving questions on the
consequences of legal disputes and offenses as well
as bringing those responsible to justice». Law en-
forcement types are law empowerment and law en-
forcement activities.

— Control — «a system of monitoring and checking
the process of functioning of the object with the aim
to correct its deviation from the specified
parametersy.

— Constituent - aimed at structural transformations
in the state apparatus and the social system.

— Interpretative — «complex, multifaceted, perme-
ating through all the basic forms system of creating
and implementing the law with the aim to detect and
clarify the content and purpose of the rules of law.

One of the most important functions of state ad-
ministration is state financial control [2, p. 66]. In a
broad sense, financial control is one of the financial
activities of the state aimed at verifying entities of all
forms of ownership via implementation of control
methods established by the legislation to identify
deficiencies in the financial statements of enterprises,
institutions, organizations, distribution and use of
funds.

First of all, it should be noted that the system of
financial control includes all entities of the state and
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social sectors of the economy, including parlia-
ment [8]. Accounting Institutions, Government,
Ministries, State Committees, Budgetary Institu-
tions, Government Organizations and Funds.

Bodies responsible for implementing the state
policy in the sphere of financial control are the
State Audit Office of Ukraine and the Accounting
Chamber of Ukraine. The State Audit Office of
Ukraine is a body of financial control of the exec-
utive power and obeys to the Cabinet of Ministers
of Ukraine. The main task of the State Audit Ser-
vice is to develop proposals for improving finan-
cial control provided by the institution. At the
same time, Accounting Chamber of Ukraine obeys
to Verkhovna Rada of Ukraine and controls im-
plementation of state expenditure financing.

The objects of state financial control are budg-
etary enterprises, institutions and organizations,
financed enterprises or enterprises that partially
use budgetary financial resources, as well as fi-
nancial relations and proper budgetary funds and
state property, financed by state or local budgets
[3, p. 32].

Financial management consists of two compo-
nents. The first component is financial manage-
ment and control as the head of certain systems,
i.e. the internal control with the task to outline the
procedure, rules, responsibilities and responsibili-
ties of each management, mainly the CEO and the
results or outcomes [4, p. 18]. The second compo-
nent of government financial control is internal
audit, which provides assurances and pieces of
advice, and helps to improve management effi-
ciency.

According to scientists, the main goals of fi-
nancial control are: compliance with the rules of
accounting and financial reporting; observance of
social guarantees of employees; adherence to
pricing and tariff standards; observance of pay-
ment discipline; preventing fraudulent financial
transactions and money laundering; prevention of
misuse and ineffective use of public funds; adher-
ence to the procedures and order of public and
municipal procurement [4, p. 16]; prevention of
inappropriate and inefficient use of state and
communal property; prevent the misapplication of
government credits and government guaranteed
loans.

Among above-mentioned practices it is possible
to distinguish problems and shortcomings of the state
financial control:

1. Continuous increase in the number of detected
illegal and non-targeted expenditures, lack of funds
and material assets, which indicates a certain cancel-
lation of financial discipline at the level of budgetary
institutions and organizations, and indicates that
economic mechanism of management is imperfect
and contains lot of weak sides, which contributes to
committing crimes;

2. The fines imposed by law are much less than
the amount of budget funds that the state loses due to
abuse of responsible officials;

3. Insufficient interaction of the State Audit Ser-
vice of Ukraine with law enforcement and judicial
authorities (delaying the courts with consideration of
cases, unjustified release of offenders, untimely in-
forming the SCAS authorities on transferring to the
executive bodies as to bringing offenders to respon-
sibilities.

Among listed questions, there is also the problem
of the lack of systematic control, i.e. the correspond-
ence of the previous, current and subsequent con-
trols. Currently, State Audit Office financial control
is punitive and educational, but not preventive in
case of fiscal discipline and abuses in the financial
and budgetary sphere. So, one of the ways to im-
prove financial control is to increase the effective-
ness of the current control by the Treasury in coordi-
nation with the executive authorities and the State
Fiscal Service [5, p. 27-28]. We stick to the position
that involving of the State Audit Office bodies to
control the stages of budget forming and expendi-
tures and the State Fiscal Service to control the fi-
nancial resources formation of budgetary institutions
will eliminate significant drawback.

Another issue under the question is the lack of a
united legislative definition of economic essence and
control procedures in the system of activity of public
sector bodies. To identify the drawbacks in the sys-
tem of public financial control it is necessary to:
observe the international state and regional principles
of financial control; implement preventive forms of
state financial control in the work of controlling
entities [3, p. 33]; organize the internal auditing in
budgetary institutions and organizations; use of risk-
oriented approach in the selection of objects of audit

FOpuouunui eicnux 1 (54) 2020 103



KOHCTUTYLIMHE TA AJIMIHICTPATUBHE ITPABO

in budgetary enterprises, institutions, organiza-
tions and enterprises using budgetary financial
resources or state property.

A topical issue is the development of external
audit. There are already some prepared results.
The priorities for the development of the external
audit are the implementation of the standards and
techniques of the International Organization of
Supreme Audit Institutions (INTOSAI). INTOSAI
is an autonomous, independent and non-political
organization with special advisory status at the
Economic and Social Council (ECOSOC) at the
United Nations (UN). INTOSAI gives auditors the
opportunity to share common interest information,
information on current audit practices and the use
of professional standards and best methodologies
all over the world [6, p. 122]. The Accounting
Chamber works in the following main internation-
al cooperation areas:

— to develop bilateral and multilateral coopera-
tion with Supreme Audit Institutions of foreign
countries;

— to cooperate with the European Organization
of Supreme Audit Institutions (EUROSAI) and the
International Organization of Supreme Audit Insti-
tutions (INTOSAI);

—to ensure the EUROSAI Working Group im-
plementation on the audit of funds allocated for
the prevention and avoiding the problems under
the Accounting Chamber monitoring;

—to participate in EUROSAI Working Groups
and Task Force (Environmental Audit; Infor-
mation Technology and Municipal Audit);

—to participate in INTOSAI Working Groups
(Environmental  Audit; Public Debt; Anti-
Corruption and Money Laundering);

—to participate in the work of other regional
associations of Supreme Audit Institutions;

—to cooperate with international organizations
and to participate in international technical assis-
tance projects and programs;

—to participate in the Accounting Chamber in
audits of programs financed by the European
Union;

—to organize and conduct international coordi-
nated audits with the participation of members of
the Working Group on the Audit of Funds Allocat-
ed for Disaster Prevention and Elimination.

An integral part of the Accounting Chamber’s in-
ternational cooperation is the conduct of international
coordinated audits, with the involvement of several
SAT’s. Since 2005 the Accounting Chamber has par-
ticipated in a number of international coordinated
concurrent audits, as evidenced by the relevant re-
ports on their results [7]. The Auditors of the Ac-
counting Chamber are included in the Group of Au-
ditors for the three Border Cooperation Programs of
the European Neighborhood and Partnership Instru-
ment (BCP of the ENPI).

Conclusion. Therefore, the current state of public
finances requires greater control over the spending of
budget funds by central executive authorities and
local self-government bodies, combating violations
of budget legislation. The improvement of the organ-
ization of the system of state financial control should
be ensured by the activity of all organizations is part
of the state control structure at the level of different
branches of state power.
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Mema: nonseae 8 OOCHIONCEHH] YUHHO2O CIMAHY OP2ani3ayii ma 30iUCHeHHsT (PIHAHCO8020 KOHMPOTIO 5K
Gopmu nyoniunoi OisbHOCMI MA GUCIOGNEHHS NO3UYII U000 3AKOHOO0ABUO20 pPe2YIIO8AHHSA GUSHAUEHO20
incmumymy. Pezynomamu: eusnaueno, wjo yOOCKOHANEHHA Op2aHizayii cucmemu 0epicagno2o PiHancogo2o
Konmponio mac oymu 3abe3neuene OialbHICMIO 6CIX Op2aHi3ayill, AKI 6X00SMb y CMPYKMYPY 0ePICAGHO20
KOHMPOJIO HA PIHI PI3HUX 2I0K 0epicagHoi e1aou. Bcmanosneno, wo ginancosuti Konmpois 68 YKpaini €
KOMNJIEKCHUM THCIMUNYMOM 8 cucmemi nyoniuHo20 aoMiHICMpy8anHs, AKUll 3abe3neyye nyoniune YnpasiiHHs
ma 3a0e3neduenHts 0epIHcAsHOCMI. 3anpOnOHOBAHO G8ANCAMU CYUACHUL CINAH 0epIHCAGHUX inancie nompebdye
NOCUNEHHSI KOHMPOTIO 34 BUMPAYAHHAM OI00NCEMHUX KOULMIE OP2AHaMU YEHMPATbHOI GUKOHAGUOI 610U Ma
Micyegozo camospsaoysants, 60pomvOU 3 NOPYULEHHAMU OI00HCEMHO20 3AKOH00A8Cmed. Busnaueni HedoniKu
Y NPABOGOMY Pe2yNt08anHi CYUACHUX NPAKMUK DIHANC08020 KOHMPOoat0. O62060peHHA: Y CYUACHUX OOKMPU-
HANLHUX PO3POOKAX 6 2any3i npasa ma 0epiuHcasHo20 AOMIHICMPYBAHHA mema QIHAHCO8020 KOHMPOMIO PO-
3pobnena docmamubo wupoxo. DiHAHCOBULL KOHMPONL PO32TAOAEMbCA AK ITHCIMUmMym @QIiHAHC08020 Npasa.
Xoua icnyloms mouku 30py, Wo ye 4acmuHa JisibHOCMi NYONiuHO20 AOMIHICIPYBAHHS, 3 YUM HE MOICHA He
no200Umucs.

Ha cyyacnomy emani possumky Kpainu ocobnugy axmyanbHicme HaOYearomv HUMAHHA 600CKOHALCHHS
VIPAGNIHHA, OOHIEIO i3 8ANCIUBUX QYHKYI AKO20 € KOHMPOb. [lepicasa He Modice HOPMATbHO QYHKYIOHY6a-
mu i po3eusamiucs Oe3 YimKo O0p2aHi308aHOi cucmemu KOHMPONIO 34 SUPOOHUYMEOM, PO3NOOIIOM i nepe-
PO3NOOIIOM CYCRIIbHO2O NPOOYKmMY Ma HWUMU cghepamu CychiibHo2o sxcumms 8 oepycasi. Konmpons €
HeBI0 EMHUM eleMeHmoM HA00y008U Cycnitbemea, i came (QIHAHCOBUL KOHMPOLb HA CYYACHOMY emani €
bazosum enemeHmom 3abesneueHus nyoniuHoi OiibHOCHI.

Kntrouosi cnosa: ¢inancosuii Koumpons,; OepicasHe YAPAGiiHHs, NyOniyHe a0MIHICMPY8aHHs, (DIHAHCOBI
opeanu, gopmu nyoniuno2o aominicmpyeannss, Midxchapoona opeanizayis sUWUX Opeanié GiHAHCOB020 KOH-
mponio.
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