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IMPROVING THE FORMATION
OF A SYSTEM OF FINANCIAL CONTROL

Abstract. It is determined that the mechanisms of management tools is actual-
ly achieving goals and that the mechanisms of government always made concrete
and the use of available resources, so they should also be changed in accordance
with the agreed targets. Therefore, only by improving governance mechanisms
improved receptor — a system of financial control and its integrity.

It is established that the improvement of the state financial control and its
integrity is through the use of financial, organizational and legal mechanisms of
public administration. Preferred Presidency and the role can be in a single, sepa-
rately applied to the system, the polity.

The function of system-organizational mechanism of government concerning
an integrated system of financial control was revealed, which is to form the in-
ternal structure of the state financial control, which is central to organizational
structure, establishing and organizing the structural links between its elements,
building hierarchy. That is, there are connection components of the integrated
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system of financial control through their ownership and common goals and con-
trol functions, which are aimed at achieving the main goal of the state financial
control.

Keywords: mechanisms of financial control, governance, structure, system,
regulatory mechanism.

INIOKPAIIIEHHA ®OPMYBAHHS CUCTEMUA
DOIHAHCOBOT'O KOHTPOJIIO

Anotanisi. BcranopiieHo, 1o mMexaHi3Mu iHCTPYMEHTIB YIPaBJiHHSI — II€,
HacIpaB/li, IOCATHEHH IiJIel i, 10 MeXaHi3MU BJIaJU 3aBXK/U KOHKPETHi, TOMY
BOHH, TaKOJK, TOBUHHI OyTH 3MiHEHi BiIOBIHO 0 Y3rojKeHuX Iijieil. Takum
YUHOM, TIJIbKM 32 PaXyHOK Y/IOCKOHAQJIEHHSI MeXaHi3MiB YIIPaBJiHHS MOXKJIMBO
MOKPAIUTH iX perenTop — cucteMy (hiHaHCOBOTO KOHTPOJIIO Ta ii IIJIiCHICTb.

Bcranosieno, 1110 BAOCKOHaJEHHS Jiep;KaBHOTO (hiHAHCOBOTO KOHTPOJIIO Ta
HOTO TIiJIICHOCTI, MOKJINBI 32 paXyHOK BUKOPUCTaHHS (DiHAHCOBUX, OPTaHi3alliii-
HUX 1 TPABOBUX MeXaHi3MiB /Iep;KaBHOTO YIIPaBJIiHHA.

DyHKIlisT CUCTEMHO-OPraHi3aliitHOr0 MeXaHi3My YPSAY MO0 KOMILJIEKCHOI
crcteMu (hiHAHCOBOTO KOHTPOJIIO OyJia BUSIBJIEHA, A caMe, 1110 Uit (hopMyBaHHS
BHYTPIIIHBOI CTPYKTYPH JIeP>KaBHOTO (PiHAHCOBOIO KOHTPOJIIO, SIKA € 1IeHTPash-
HUM €JIEMEHTOM OPTaHi3alliiiHOl CTPYKTYPH, He0OXiHO 3a0€311eYNTH CTBOPEHHS
Ta OpraHizailiio poOOTH CTPYKTYPHUX 3B’sI3KiB MiX Ii eleMeHTamMu, MoOyayBaTu
ix iepapxisi. ToOTO, € crioyYHi KOMITOHEHTH iHTErPOBaHOi cucTeMu (hiHAHCOBOTO
KOHTPOJIIO, SIKi CIIPSIMOBAHI Ha JIOCSATHEHHS TOJIOBHOI MeTHU Jlep:KaBHOTO (hiHaH-
COBOT'O KOHTPOJIIO.

KmouoBi ciroBa: MexaHi3aMu (hiHAHCOBOTO KOHTPOJTIO, YIIPABJiHHS, CTPYKTY-
pH, CUCTEMHU, MeXaHi3My PeryJIloBaHHs.

YIAYUYHIEHUE ®OPMUPOBAHNA CUCTEMbDI
OHNHAHCOBOI'O KOHTPO.JIA

AHHOTanWs. YCTaHOBJIEHO, YTO MEXaHU3Mbl WHCTPYMEHTOB YIIPABJIECHUS —
9TO, HA CAMOM JieJie, IOCTUKEHUE 1eJiell U, 4TO MEXaHU3Mbl BIACTH BCErJa KOH-
KPETHBI, TIOITOMY OHH, TaK/Ke, [O0JKHbI ObITh M3MEHEHbI B COOTBETCTBUU C CO-
JTaCOBAaHHBIMU 1eJisiMK. TakuM 006pa3oM, TOJIBKO 3a CYET COBEPIIEHCTBOBAHMS
MEXaHU3MOB YIIPaBJeHUs] BO3MOKHO YJIYYIIUTh UX PEIENTOP — cucreMmy (puHaH-
COBOTO KOHTPOJISI U €€ 1[eJIOCTHOCTb.

YeTaHOBJIEHO, YTO COBEPIIEHCTBOBAHME TOCYAAPCTBEHHOTO (DUHAHCOBOTO
KOHTPOJISE U €0 1[eJIOCTHOCTH BO3MOSKHBI 32 CUET UCTIONb30BaHUSA (DUHAHCOBBIX,
OPraHM3aI[MOHHBIX U ITPABOBBIX MEXaHU3MOB FOCYIaPCTBEHHOTO YIIPABJIEHUS.

DYHKIMS CUCTEMHO-OPraHU3aIMOHHOIO MEXaHU3Ma IPABUTEIbCTBA KOMII-
JIEKCHOI cHCTeMbI (DUHAHCOBOTO KOHTPOJIst OblTa OOHAPY/KEHA, 2 UMEHHO, UTO IS
(hopMUpPOBaHUST BHYTPEHHElH CTPYKTYPbI TOCYAAPCTBEHHOTO (DMHAHCOBOTO KOH-
TPOJIsl, KOTOPasi €CTh IEHTPAJbHBIM 3JIEMEHTOM OPTaHU3AIMOHHON CTPYKTYPBbI,
HEOOX0UMO 06eCIeunTh CO3/aHKe U OPraHu3alio paboThl CTPYKTYPHBIX CBSI-
3eil MKy ee aJieMeHTaM1, TOCTPOUTH UX nepapxuio. To ecTh, ecTh CBA3yIONIMe
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KOMITOHEHTDbI HHTerHpOBaHHOﬁ CHCTEMbI (bl/IHaHCOBOFO KOHTPOJIA, HallpaBJIEH-
HbI€ Ha JOCTUKEHHNEC TJIaBHOM 1€JIN TOCYZIapCTBEHHOT'O (bI/IHaHCOBOFO KOHTPOJIA.

KioueBblie c1oBa: MEXaHU3MBI (bI/IHaHCOBOI“O KOHTPOJIA, YIIpaBJI€HW A, CTPYK-
TYPbl, CUCTEMbI, MEXaHW3Ma PETYJINPOBaHUI.

Target setting. Improving the
management of public financial re-
sources by improving the efficiency
of state financial control is imperative
Ukrainian society and important sci-
entific and practical tasks of Public
Administration.

State financial control is an essen-
tial lever general mechanism of govern-
ment, hence the need to build a system
of financial control which fully imple-
mented the control function of public
finances and performance of the State’s
powers.

Given that the mechanisms of gov-
ernance actually are tools of achiev-
ing goals and that the mechanisms of
government always specific and made
the use of available resources, so they
should also be changed in accordance
with the agreed targets.

Thus, only by improving the mecha-
nisms of governance improved recep-
tor — a system of financial control and
its integrity.

Analysis of recent research and
publications. Question justify public
administration development of certain
sectors of society, the definition of the
functions of government and its mecha-
nisms reflected in the works of scholars
such as O. Amosov, G. Atamanchuk,
V. Bakumenko, A. Dyehtyar, V. Dzyun-
dzyuk, V. Kalyuzhny, V. Kirilenko,
V. Knyazev, V. Korzhenko, O. Koro-
tych, A. Kuznetsov, M. Latynin, T. Lo-
zynska, S. Maistro, N. Meltyuhova,
N. Mironova, A. Monayenko, G. Mo-
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stovy, N. Nyzhnyk, O. Obolensky,
N. Orlaty, G. Odintsova, O. Radchen-
ko, V. Rybachuk, T. Savostenko, O. Se-
menova, I. Streltsov, Y. Surmin, O. Su-
shynsky, O. Fedorchak.

Investigation of formation of the
system of financial control mechanisms
and its implementation is an urgent
both in theoretical and in practical
terms, hence the importance of the sub-
ject article.

The purpose of the article — to
prove theoretical approaches and
to develop measures to improve the
mechanisms of formation of public fi-
nancial control.

The statement of basic materials.
The impact of governance mechanisms
in the system of state financial control
believe that improving the system of
financial control and its integrity is
through the use of financial, organiza-
tional and legal mechanisms of public
administration.

Comprehensive disclosure to im-
prove the system of state financial con-
trol in order to develop its entirety, the
author’s vision, achieved a harmonious
combination influential and implemen-
tation mechanisms of government, fi-
nancial, organizational and legal. Pre-
ferred Presidency and the role can be
in a single, separately applied to the
system, the polity.

The first phase will consider the
role of the financial mechanism of go-
vernment. According to the author’s
definition of a financial mechanism




of government is a tool to implement
control functions of finance and public
administration, because it is the basic
mechanism for improving the system of
state financial control, due to its nature
concerning the system of state finan-
cial control, financial security, budget
system, public finances and financial
state system:

e The purpose of the financial
mechanism of government is to
build the integrity of the state
financial control, leading to its
improvement;

* Construction and operation of
an integrated system of finan-
cial control is able to provide the
state required level of financial
security through comprehensive
control over its structural ele-
ments — security and fiscal debt
security;

* Used in the public system during
the budget process;

e Used in the public administra-
tion associated with the forma-
tion and use of public finances
and their control;

* Ensure the effectiveness of the
implementation of finance and
financial relations in the country
within the financial system.

The second stage is to outline the

role of organizing the polity.

System-founding function of insti-

tutional mechanism is to form the in-
ternal structure of the state financial
control. It creates the structure of the
system is established and organized
structural links between its elements,
upset the hierarchy. Improving institu-
tional mechanism enhances the mana-
gerial capacity of the system. That, in
turn, by enhancing the manageability

of the system of financial control can
improve the overall level of public ad-
ministration in Ukraine.

Theoretical and methodological
principles on which the institutional
arrangements are based in the manage-
ment of state, in practice, are imple-
mented through regulatory mecha-
nism. This includes an integrated
system of financial control, where this
provision is reflected in the manner
in which its internal structure and re-
lationships formed via organizational
mechanism and external realization
and implementation of the assistance is
legal mechanism.

Improving and streamlining the
organizational structure of the mecha-
nism of an integrated system of finan-
cial control, should find appropriate
reflection in the legal mechanism for
their implementation in practice of
state financial control.

Election direction of development
is through institutional mechanism of
government.

The study of organizational mecha-
nism of public financial control should
identify the main elements of its struc-
tural construction, and then to exam-
ine shaping vectors.

Investigating the structural buil-
ding institutional mechanism system
of financial control to perform a series
of related tasks, such as:

* Classified methods and forms of
control on the basis of compli-
ance methods and forms of cont-
rol to determine their compli-
ance species control;

* Prove the expediency principle
of periodicity and commitment
in carrying out audits kinds of
entities of state financial control;
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« To prove the unity of the con-
stituent elements of an inte-
grated system of financial con-
trol through their ownership
and common goals, functions,
forms and methods of control, to
achieve the overall objective of
financial control;

 To formulate the results of scien-
tific achievements of the author’s
vision of integrity of public fi-
nancial control by types, me-
thods and forms of control.

Now you need by analyzing the
structural components to determine
the internal construction of an inte-
grated system of financial control.

Exploring the organizational mecha-
nism integrated system of financial
control should determine that it is cen-
tral to the organizational structure. It
is through the organizational structure
of the system maintains its integrity
and ability to resist outside influence.
The organizational structure is the
core of an integrated system because it
is the center of all structural, shaping
relationships that integrate unified
system of holistic education.

The integrity of the organizational
structure as a central link institutional
mechanism can be defined in several
ways:

* First, the ability of the organiza-
tional structure of the objectives
defined;

* Secondly, the ability to opti-
mize the structure and shaping
relations, which increases the
efficiency of the organizational
structure of a particular way and
the system as a whole.

The author distinguishes between

the concept of “structural links” and
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“form-building connections,” continue
to study, structural constraints we un-
derstand these connections between
the elements that form the internal
structure and environment are not de-
tected in the environment.

On the contrary, form-building con-
nections taking its roots in the middle
of system structure, form its external
form — they are the vectors by which
the structure occupies a special place in
the institutional arrangements system
and in government in general.

It is the form-building communica-
tions system gradually directions of its
development in structural they become
double, and their place is occupied by a
new form-building connections.

The concept of organizational struc-
ture closely related to the functions of
the system. The registration mecha-
nism combines the essence of the or-
ganizational structure of the functions
that it must perform, that ratio appears
essential nature and integrity of the
system — the main purpose of the sys-
tem and how to achieve it.

Exploring the integrity of the state
financial control should be noted that
its main purpose, including Finance is
to achieve security of the state, which
is the implementation of appropri-
ate control measures and institutional
building public financial control sys-
tem that is able to achieve a particular
purpose. Thus, the internal integra-
tion institutional mechanism should be
aimed primarily at achieving the main
goal of the public financial control its
functions — determined in accordance
with the purpose.

Unity of purpose and functions of
the state financial control will allow
the structure to form an effective insti-




tutional mechanism that is motivated
to further comprehensive study and
find ways to improve the structure and
integrity of the system of financial con-
trol in general. Defining the main goal
of the public financial control exactly
how the safety of public finances, we
give it public importance and raise it
from a purely application element of
public administration to public social
security institution. Control over the
formation and use of budgetary funds
is of great importance both among
state priorities identified just channe-
ling public funds through reallocation
of public funds in the budget process.
Under what system of financial control
can be left aside areas forming social
budget. Therefore, the development
budget may build only the effective
functioning of the financial control
system that can detect and prevent vi-
olations of financial discipline, without
building an integrated system of finan-
cial control all efforts for the formation
of a balanced and adequate budget will
be reduced to zero.

The urgent need to systematize and
streamline the regulatory mechanism
of financial control is dictated by seve-
ral reasons.

First State Financial Control has
a great social significance as it is the
highest control of public finances.

The most important questions of
the formation and distribution of go-
verning the Code — The budget that
has undergone the second edition, cus-
toms and tax that passed recently, so
system-legislative regulation on State
Financial Control also should be a code
that will fully realize the public man-
agement oversight of public financial
resources [1; 2; 3; 4].

An analysis of the regulatory mecha-
nism made it possible to establish that
the activities of the institutions of state
financial control governing regulations
of different levels — from the Laws of
Ukraine to the orders of the central
executive authorities. Therefore, the
development and adoption of the Code
of the State Audit Ukraine fail a single
methodological basis under regulatory
mechanism integrated system of finan-
cial control and prevent violations of
the principles, methods and forms of
control.

Thirdly, there is a need for debug-
ging the current regulatory mechanism
that regulates the activities of financial
control based gains international expe-
rience. In the face of the Accounting
Chamber of Ukraine is a party to many
international organizations are con-
stantly improving the methodological
basis of state financial control. And
implementation of the declarations
and resolutions adopted at interna-
tional congresses regarding the func-
tioning of the state financial control
is only possible by appropriate legisla-
tion backbone, namely the State Audit
Code of Ukraine.

Fourth, as has been repeatedly emp-
hasized unacceptable situation to con-
trol revenues to the state budget, the
formation of the budget deficit, the for-
mation and use of public and publicly
guaranteed debt since the adoption of
the Code of the State Audit Ukraine
currently make it impossible to ineffi-
ciency and strengthen the accountabi-
lity of the budget process.

Fifth, a large number of existing
normative acts unrelated to each other,
so do not form a coherent system of
financial control. For reasons which
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need involve shaping the synergistic
function of an integrated system that
is the ability of self-building system by
system-development and adoption of
legislation — the State Audit Code of
Ukraine.

Justification feasibility of adoption

of the Code of the State Audit Ukraine
due to the following:
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* Determining the integrity of the

state financial control enabled to
comprehensively cover its quali-
tative characteristics, compile
and organize all party ties plura-
lity of elements in ways caused
by inside and hierarchical rela-
tions between them, form a high-
er-level system that is capable of
self-development, which func-
tions as a coherent institutional
education. Without an under-
standing of financial control as a
system that has form and main-
tain its integrity can’t cover the
need for system-legal act format
Code State financial control;
Research and determine the de-
gree of the integrity of the state
financial control, scientific re-
search of the quality criterion of
the integrity of the system, is the
ability of the system to implement
control measures of the total pub-
lic funds all kinds of control on
the basis of principles, methods
and forms of control serves stra-
tegic goals achievement a degree
of integrity of the state financial
control. The adoption of the Code
of the State Audit foot lift integ-
rity of public financial control
by full coverage revenue and ex-
penditure parts of the budget re-
sources all types of control;

* Formulation of general purpose

integrated system of financial
control that is comprehensive
and universal protection of
property and financial resources
of the state. Defining the main
goal of an integrated system of
financial control commitment
provides all the control mea-
sures that should be enshrined
in the Code of the State financial
control and strengthen the rela-
tionship between the structural
elements integrated system and
harmonizing their interaction;
Separation methods and forms of
control by determining the me-
thod of control, as a combination of
specific methods and means of im-
plementation and control actions
made it possible to determine the
space exercise supervisory powers
and offer to fix it in the Code of the
State financial control;
Determination of the functioning
and development of an integrated
system of financial control that
the principles of inclusiveness
control — mandatory, frequency
and priority lay in the basis of
analysis of the functioning of fi-
nancial control and further ra-
tionale for adoption of the Code
of the State Financial Control,
which was to establish and con-
solidate using legal mechanisms
in law unconditional adherence
to these principles. The principles
of commitment, the frequency
and priority that laid the basis for
the Code of the State Financial
Control will serve as the corner-
stone of the integrity of the state
financial control.




In the development of the State
Audit Code must comply with certain
provisions that already exist in the ter-
ritory of the regulatory mechanism of
public financial control, including:

» Higher education oversight body
and the necessary degree of inde-
pendence should be laid down
in the Constitution, the details
can be installed applicable law.
The authorities can’t be abso-
lutely independent because they
are part of the state as a whole,
though such a higher control-
ling authority should have the
functional and organizational
independence required to carry
out its tasks. The Supreme Au-
dit Institution shall check the
activities of the government, its
administrative management and
any other subordinate govern-
ment body. This does not mean
that the government is subordi-
nate to the higher supervisory
institution, it just means that the
Government fully responsible for
their actions and mistakes can
not exempt themselves from re-
sponsibility;

* Implementation of structuring
or group of state financial con-
trol on the basis of competence
in relation to the object and
the subject of control in three
groups: highest state financial
control; external state financial
control; State internal financial
control.

Based on the research, believe ap-
propriate to make the following copy-
right proposals should serve as basis
for the development of the State Audit
Code:

First of all, the Code of the State
financial control are secure types of fi-
nancial control in line with the group,
in a higher, external and internal state
financial control, followed by the int-
roduction of:

* The creation of two institutions
composed of top state financial
control — one for controlling the
flow of funds to the state budget
from the legislative branch, the
second to monitor the spending
of the state budget and the use of
state property by the executive
branch. Given the desire to bal-
ance the budget, control the flow
of funds to the state budget are
equally weighted as earmarking
state budget and the fact that
both the budget process due to
the presence of two parts: revenue
and expenditure, and in control of
the budget funds should be two
components: control the flow and
control of expenditure of funds.

» Consolidate the group consis-
ting of the state financial control
of three control subjects, using
the defining signs — competence
with respect to the object and
the subject of control and on the
functions, tasks and powers of
government — the subjects of the
government, according to cur-
rent regulations and legal acts
regulating their activities.

» Consolidate the internal state
financial control and structure
of control audit units within
ministries and other central ex-
ecutive authorities, local autho-
rities, the main managers and
lower level of budget funds of lo-
cal governments.
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Second, the State Audit Code has
regulated institutional ~mechanism
of state financial control different
branches of government, both the exe-
cutive and the legislative, followed by
the introduction of:

 Identifying and fixing types,
principles, forms, methods, com-
ponents and nature of control as
a set of components of the integ-
rity of public financial control;

 Should be enshrined bound hier-
archical relationships in a cohe-
rent system of financial control,
by introducing compulsory con-
trol of the control of the higher
powers in respect of the imple-
mentation of control subjects of
internal and external state finan-
cial control, that is the subject of
another control is both subject
and control to another group.
What will help increase the
quality integrity by introducing
self within an integrated system
of financial control. Thus, we
can overcome institutional trap
(established, ineffective rule of
conduct for public institutions),
which is a manifestation of un-
controlled exercise of their su-
pervisory powers;

» Consolidation of the entities
conducted separate kinds of
public financial control inher-
ent methods and forms of con-
trol based on their own charac-
teristics and objectives and will
help secure the integrity of the
state financial control system-
atized norm of law, which will
help avoid duplication, different
directions, mutual exclusion be-
tween entities control;
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* Refuse the division of internal
state financial control (internal
control) on internal control and
internal audit referred to is not
appropriate for the lead to me-
thodological confusion that is the
substitution of species and me-
thods of control, that is audit — a
control method is proposed to al-
locate a separate species control
and which forms an extra struc-
tural surplus in the form of the
creation of separate departments.

Third, by the State Audit Code
must establish and ensure the indepen-
dence of public financial control, espe-
cially such controls as:

* Higher state financial control;

* Internal audit, in particular by
strengthening its independence
from the executive organs of lo-
cal government, through the
formation of local council only
individual executive body of the
local council of accountability
and accountability to an appro-
priate welcome.

Conclusions. The study defined set
of mechanisms to improve the system
of state financial control in order to de-
velop its integrity enables to get a sci-
entific result as determining the extent
and degree of influence of each of the
mechanism. This allows you to carry out
further scientific exploration in the di-
rection of improving the system of finan-
cial control by implementing financial,
organizational and legal mechanisms of
governance that are in harmonious com-
bination, complement each other and
are aimed at achieving its integrity.

Determining the mechanisms of for-
mation of a perfect system of financial
control, quality characteristic of which




is its integrity, allows the author to
propose a conceptual model of an inte-
grated system of financial control.

REFERENCES

1. Budget Code of Ukraine on July
8. 2010 r. Number 2456-VI [Elec-
tronic resource]. — Access: http: //
zakon1.rada.gov.ua/cgi-bin/laws/
main.cgi?nreg=2456-17&p=
1282847394309931. — Dividers. screen.

2. Vasylyk O. D. “Public finances of

Ukraine”: Textbook / O. D. Vasy-
lyk, K. V. Pavlyuk. — K.: Lake Nyos,
2002. — 608 p.

. Vasylyk O. D. “Finance Theory”: text-

book / O. D. Vasylyk. — K., Lake
Nyos, 2000. — 416 p.

. “The impact of the financial and credit

mechanism on the development of
business entities” / V. V. Glushchen-
ko, O. E. Bagatyr, O. V. Glushchenko,
A. S. Glushchenko. — X.: KNU Kara-
zin, 2007. — 355 p.

83




