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DEVELOPMENT OF MECHANISM FOR DEVELOPMENT OF PUBLIC FINANCIAL AUDIT
OF BUDGET PROGRAMS IMPLEMENTATION

The article defines the essence of the concept of “the mechanism of development of the state financial audit of execu-
tion of budget programs”, and the mechanism of development of the state financial audit of execution of budget programs
is constructed. The mechanism takes into account two vector of development — functional and process. Functional vec-
tor in the mechanism of development of the state financial audit of execution of budget programs, aimed at changing
the target direction of the state financial audit of budget programs execution. In addition to determining the target,
legitimate, rational use of public financial resources, the authors emphasize the established socio-economic effect of the
implementation of a budget project. The proposed mechanism can also be used by the internal auditor of the budgetary
funds manager — the executor of the budget program when organizing and conducting an internal state financial audit
of execution of budget programs.
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PO3BUTOK MEXAHI3MY PO3BUTKY JEPKABHOI'O ®IHAHCOBOI'O AYIUTY
BUKOHAHHA BIOJ/KETHUX ITPOI'PAM

Hikansp JI.B., leBuenko L.O.

Y cmammi euznaueno cymmicmo noHAmMmsa «MexaHizM PO36UMKY 0epHcA6HO20 (PiHAHC08020 ayOumy 6UKOHAHHA
0100)1cemHuUX npozpam» ma noOy008aHo MeXanizm po3sUMKY 0epIHCA6HO20 (PIHAHCOB020 AyOuUny 6UKOHAHHA O100IHCEMHUX
npozpam, AKUIL ypaxoeye 06a 6eKmopy po3eumxy: iyHkyionanvuuil ma npoyectuil. QPyHKyionanvHuii 6eKmMop y mexanizmi
DO3BUMKY 0€PIHCABHO20 (PIHANCO6020 ayOunty UKOHAHHA OI00IHCEMHUX NPOZPAM CRPAMOBGAHUIL HA 3MIHY YITb06O20 CHPS-
MYBAHH 0EPHCABHO20 (PIHANCO6020 ayOunty BUKOHAHHA O100)cemnux npozpam. OKpim 6u3HaueHHA UiTb068020, 3AKOHHO20,
PAUiOHANIBHO20 8UKOPUCHAHHA 0EPHCAGHUX (DIHAHCOBUX pecypCie, a6mOopamu POOUMBCA HAZ0I0C HA 6CHAHO6IEHHI COUi-
a1bHO-eKOHOMIUHO20 egheKmy 6i0 peanizauii Mmozo uu iHWL020 B100IHCEMHO20 NPOEKmYy. 3anPONOHOBAHUT MEXAHIZM MOdHce
oymu euxopucmanuii i 6HYmMpPIWIHIM AQyOUMOPOM PO3NOPAOHUKA O100IHCEMHUX KOWIMIE — 6UKOHABUA 0100 CemHOT npo-
2pamu nio yac ynopsaoKy8aHHsa ma NPoGEOeHH GHYMPIUIHb020 0EPHCABHOZ0 IHANCO8020 AYOUNYy 6UKOHAHHSA 0100 cem-
HUX RPOPAM.

Knrouoei cnosa: po3sumox, mexanizm, 0epicaguti PIHAHCOBULL AyOum, 8eKmopu, OI00#CEMHA NPpocpama, 0epicas-
Hutl hiHaHCco8UL ayOUm BUKOHAHHS OI0O0NCEMHUX NPOSDAM.
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PABBUTHUE MEXAHU3MA PA3BUTUSA TOCYJAPCTBEHHOI'O ®PUHAHCOBOI'O AYANTA
BBINIOJIHEHUA BIOJKETHBIX ITPOI'PAMM

Jukans JI.B., llleBuenko U.A.

B cmambve onpedenena cyuyHocmos NOHAMUA «(MEXAHUSM PA3CUNUA 20CYOAPCHEEHHO20 (PUHAHCO6020 ayOUMa 6bINOI-
HeHuA 0100I1CEeMHbIX NPOZPAMM) U HOCHPOEH MEXAHUIM PAZEUMUA 20CYOAPCIMEEHHO20 (PUHAHCOB020 AyOUma 6binonHe-
HUA BI00JICEMHBIX RPOZPAMM, KOMOPDLIL YHUMbIGAem 6 cefe 06a 6eKMOPA PA3GUMUA: (YHKUUOHAILHBIIL U NPOUECCHDBLI.
DyHKYUOHATIbHBLIL 6eKMOD 8 MEXAHUZME PA3GUIMUS 20CYOaPCIMBEHHO20 PUHANHCOE020 AyOUMA GbINOIHEHUA OI00IHCENMHBIX
RPOZPAMM HANPAGTIEHHBLIL HA USMEHEHUE UeIe6020 HANPABIEHUA 20CY0APCIEEHH020 PUHAHCO6020 AYOUmMA GbINOIHEHUA
0100>1cemnvix npozpamm. Kpome onpedenenus yeneeozo, 3akonH020, payuoHaIbLHO20 UCHONB306AHUA 20CYOAPCIEEHHBIX
¢dunancosvix pecypcos, asmopamu denaemcsa ynop Ha yCmaHo6IeHUE COYUATIbHO-IKOHOMUUECK020 IPhekma om peanu-
3auuu mo2o unu uHo2o 0100xcemno20 npoekma. Ipeonosicennvlii Mexanuzm moxicem Oblmy UCHOIL306AH U GHYMIPECHHUM
ayoumopom pacnopaoumes 0100)CemHbIX CPeOCme — UCHOTHUMENSA O100IHCEMHOT RPOZPAMMbL BPU COCIABIEHUN U NPO-
6e0eHU GHYMPEHHe20 20CY0APCMEEHH020 (PUHAHCOB020 AYOUMA GbINOIHEHUA OI00IHCEMHBIX NPOZPAMM.

Knrouesvie cnosa: passumue, Mexanusm, 20CyOapCmeeHHblll (BUHAHCOBbIN ayOum, eKkmopbul, 0100dxcemuas npo-

2pamma, 20Cyo0apCcmeennslil QPUHAHCOBIL AYOUM GbINOIHEHUsL DI00NCEMHBLX NPOSPAMM.

Formulation of the problem. At the current stage of
economic development, the efficient spending of budget
funds becomes a prerequisite for the activities of budget
institutions, enterprises and organizations. Lack of bud-
get resources forces to find ways of the most rational and
effective spending. For Ukraine, this topic is most urgent,
because every year the problem of irrational use of bud-
get funds, the legality and correctness of their spending,
the justification of the planned amount of expenses, the
finding and use of reserves for attracting additional mon-
etary resources to improve the activity and the detection of
excess allocations is increasing.

Analysis of recent research and publications. Despite
the significant theoretical and practical achievements in the
field of state financial audit of the implementation of bud-
get programs is highlighted in the works of such domestic
scientists as L.V. Dikan, V.V. Burtseva, O.A. Shevchuk,
L.V. Sukhareva, A.V. Khmel'kova, Yu.B. Slobodianik and
many others, still remain open questions of the mechanism
of its development, which determines the relevance of the
chosen topic of research.

Setting objectives. The purpose of the study is to
develop a mechanism of development of the state financial
audit of the execution of budget programs.To achieve this
goal, the following tasks were solved: the essence of the
concept “mechanism of development of the state financial
audit of execution of budget programs” is determined; the
mechanism of development of the state financial audit of
implementation of budget programs was built.

Presentation of the main research material. The
vector of the development focused on new challenges and
needs of modern times, as a rule, is closely linked to the
objective reappraisal of the existing theoretical and practi-
cal pastalities of the past, which is fully relevant to the state
financial audit of the execution of budget programs, which
has not yet fully exhausted its the potential to realize its
institutional features [1].

As foreign experience shows, for the full implementa-
tion of the state financial audit of the execution of budget
programs (audit of efficiency) today, not only the search
and determination by the control bodies of objective meth-
ods for assessing the effective spending of budget funds,
but also the constant presence of controlling bodies in the
implementation of such budget programs. It is necessary
for adequate development of the theoretical and methodi-
cal aspects of the implementation of the state financial

audit of the execution of budget programs, as well as the
development of an active mechanism for its development.
The latter requires a thorough theoretical comprehension
and the primary definition of the concept of “the mecha-
nism of the development of the state financial audit of the
execution of budget programs”.

The basic element in this concept is to define the defi-
nition “mechanism”. In this regard, it should be noted that
the meaning of this term in accordance with the explana-
tory dictionary [10] reduces to a system that determines
the order of any kind of activity. At the same time, it
should be noted that this definition borrowed by econo-
mists in mechanics and in relation to technical systems
that means a system of links that convert the movement
of some units into the required movement of others, with
incoming and outgoing links [10, c. 786]. In other words,
the mechanism represents a certain order of action that
transforms the system and its elements. Given the afore-
mentioned researcher, A. Kulman says that the mechanism
is a system of interconnections of economic phenomena
that arise under certain conditions under the influence of
the initial impulse [6].

Concerning the concept “development”, in modern
science there are many different its definitions. So, in
the “Dictionary of the Russian Language” SI Ozhegov's
“development” is defined as “the process of natural change,
the transition from one state to another, more perfect; the
transition from the old qualitative state to the new, from
simple to complex, from lower to higher «[7, p.641].

In relation to social objects has not lost its significance
definition of development in the “Encyclopedic Diction-
ary” Brockhaus and Efron, which refers to “evolution,
change that leads to a new state of the subject of devel-
opment, increase its social value” [2, c. 135]. OFor a par-
ticular entity, “development” means the change of all its
parts so that it is more in line with the requirements of
the dynamically developing environment and the task of
expanding its internal capabilities to solve problems that
are facing [5, c. 560]. In addition, today the term develop-
ment is used in various fields of knowledge. So, in psy-
chology, development is a specific process of change, the
result of which is the emergence of a qualitatively new,
progressive process of ascension from lower to higher,
from simple to complex. In sociology under development,
the natural qualitative change of an object is understood
under the influence of external and internal factors. In the
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economy under development most often understand the
process of natural changes, the transition from one state to
another, more perfect; transition from the old qualitative
state to the new, from simple to complex, from lower to
higher. Summarized by the author approaches to the defini-
tion of “development” is given in Table 1

It is worth noting that the most important character-
istic of development is the time. Yes, the development
proceeds in time. However, the concept of “the course
of time” is not identical to the concept of “development
process”. It is said that the time is not accompanied by
qualitative changes in the object at certain times, and that
at different intervals different objects are capable of pass-
ing in their development different “distances” and vice
versa: for passing Similar “distances” of different objects
require different time. In other words, the development
of an object is the result of not the objective course of
time as such, but the life of the object itself. In contrast to
the phenomena of motion, the changes that can be caused
by action and external in relation to the object moving
forces, development is the self-propelled object — an
inherent process, the source of which is enclosed in the
most developing object.

At the same time, the development process is character-
ized by a large variety of specific types and forms. This is
due both to the general nature of the developing and to the
greater or lesser complexity of their structure. There are
two forms of development: evolutionary and revolutionary.
Between these two forms of development there is a com-
plex dialectical connection. Evolution prepares the revo-
lution, leads to it and ends with it. In turn, the new qual-
ity acquired by the object again leads to a phase of slow
quantitative accumulation. That is, each process represents
a dialectical unity of interrupted and continuous, the transi-
tion of quantitative changes to qualitative and vice versa.

It should also be borne in mind that development is
characterized by a certain orientation. The transition from
one state of object to another is not an endless repetition of
the passed, there is no circle movement, although histori-
cally later stages and include many moments inherent in
the previous stages. The development coincides with the
progressive movement to the more advanced and perfect or
with the movement in the opposite direction. In this sense,
talking about the progressive and regressive directions in
the development of the object.

Taking into account the above, under the “mechanism
of development” the author proposes to understand a sys-
tem in which the object of development with the help of
elements (goals, functions, methods, structure, subjects)
purposefully becomes a necessary state.

As for the concept of “the mechanism of development
of the state financial audit of execution of budget pro-
grams”, for its determination it is advisable to clarify the
essence of the concept of “state financial audit of budget
programs”.

In this sense, it should be noted that as a result of the
research of scientific works, both domestic and foreign sci-
entists, we can state that in the modern economic science
the question of the essence of this concept is controversial.
First of all, this is manifested in the fact that there is no
unity in the very term. Thus, in the literature, the following
thesaurus of the outlined notion is singled out: state audit
of implementation of budget programs, state financial audit
of implementation of budget programs, audit of efficiency,
audit of efficiency of use of state funds, conformity audit,
financial audit, etc.

In the current legislation, the state financial audit of
implementation of budget programs is identified and
limited to the concept of “effectiveness audit”. Thus,
according to the Resolution of the Cabinet of Ministers
of Ukraine of 10.08.2004 No. 1017 “On Approval of the
Procedure for Conducting State Financial Inspection, its
Territorial Bodies by the State Financial Audit of Budget
Programs Implementation” [8] (audit of efficiency) is a
form of public financial control aimed at Determining
the effectiveness of using budget funds to implement the
planned goals and identifying factors that prevent it. The
effectiveness audit is carried out with the aim of develop-
ing substantiated proposals for improving the efficiency
of the use of state and local budgets in the execution of
budget programs.

Moreover, the concept of “audit of efficiency” and
“public financial audit of budget programs” are identi-
fied by many scholars. According to the authors, such
identification is incorrect. Since the state financial audit
of budget programs execution in accordance with the cur-
rent legislation is a kind of public financial audit. At the
same time, it can be carried out in the form of an audit of
effectiveness, financial audit, compliance audit, and oth-
ers like that. Under the state financial audit of the imple-

Table 1. Approaches to the definition of “development”

Source

Definition of the concept of “development”

1

2

A.l. Kuzminsky,
V.P. Omelyanenko [5]

Development is a specific process of change, the result of which is the emergence of a qualitatively
new, progressive process of ascension from lower to higher, from simple to complex.

G.S. Kostyuk [5]

Development is a continuous process that manifests itself in the quantitative changes of a human
being, i.e. increase of some and decrease of other signs (physical, physiological, psychic, etc.))

Ozhegov's Explanatory
Dictionary [7]

Development is a process of natural changes, transition from one state to another, more perfect;
transition from the old qualitative state to the new, from simple to complex, from lower to higher

Ushakov's Dictionary [9]

Development is the process of transition from one state to another, more perfect.

Encyclopaedic Dictionary [4]

Development — directed, natural change

Encyclopedic Dictionary of

Brockhaus and Efron [2] its social value

Development — evolution, change, which leads to a new state of the subject of development, increase

R.I. Khasbulatova [5]

that are facing

Development means the change of all its parts so that it is more in line with the requirements of the
dynamically developing world and the task of expanding its internal capabilities to solve the problems
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mentation of budget programs, the authors are advised to
understand the type of state audit that involves the system-
atic study of the legality, efficiency and effectiveness of
public resources management when implementing budget
programs, the reliability and rationality of expenditures
aimed at achieving the goal of the budget program and
identifying reserves to increase its effectiveness. The nov-
elty of the proposed definition is to take into account such
a sign as a result, namely: achieving the purpose of the
budget program and identifying reserves to increase its
effectiveness. Taking into account the above interpretation
of the definition of “state financial audit of implementa-
tion of budget programs”, the authors under the mecha-
nism of development of the state financial audit of budget
programs implementation mean the self-regulatory system
of elements of the control component (goals and objec-
tives, methods and principles, types and forms, subjects
of carrying out and criteria of efficiency) and controlled
component in which the purposeful transformation of the
influence of elements of the control subsystem into a nec-
essary state occurs and which has inbound influences in

the form of external ix requirements and initial reaction as
the results of budget programs. At the same time, it must
be taken into account that the state financial audit of the
implementation of budget programs is also a coherent pro-
cess, which includes certain stages, aimed at the realiza-
tion of its tasks (Figure 1).

Therefore, this must be taken into account when devel-
oping the mechanism for its development. It is also worth
noting that in the domestic and foreign experience of con-
ducting a state financial audit of implementation of budget
programs (audit of efficiency) there are both coincidences
and differences, their positive and negative features. In the
audit of efficiency both in Ukraine and abroad, there is a
need to increase accountability, transparency and account-
ability in the work of the executive authorities — funds
managers, as well as to increase the level of quality of
management and efficiency of use of state budget funds.
Similarly, to the general features of the implementation of
the public financial audit of budget programs implemen-
tation, it may be necessary to plan audit audits to select
possible topics, as well as audit effectiveness objects,

|| State financial audit of the implementation of budget programs ||

.

1 stage "Preparing for the audit"

1. Collection of data on the study budget program;
2. Determination of effective indicators of the budget program;

3. Determination of criteria for evaluating the budget program.

J

Definition of audit

Formulation of the
audit problem

Drafting an audit program hypotheses <=

Ly 11 Stage "Conducting an audit"

|

| 1. Data collection, generalization and analysis in

order to confirm or refute the proposed . ion of audit
. ormation ol audi

hypotheses 9f audit. . evidence: compilation
2. Preparation of conclusions and proposals, of questionnaires,
implementation of which would increase the : tables, etc.
level of execution of the budget program.
3. Discussion of the results of the audit of the
effectiveness of the participants

—lu 111 Stage "Realization of audit results"

Drafting, agreeing and signing

of the performed audit of effectiveness

Preparation of a conclusion on the scope and results

an audit report, implementing
the results of the audit of
effectiveness

—>

Fig. 1. Procedure for carrying out of the state financial audit
of execution of budget programs
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which should be based on the application and estimates
of the quantitative values of different criteria. These cri-
teria include the socio-economic significance of the topic,
the extent of the presence of external and internal system
risks, a detailed assessment of the possible results of the
audit, the volume of verified realized expenditure of pub-
lic funds, as well as familiarization with the results of
previous inspections in this area or on these objects. At
the same time, in the opinion of the author, it is impor-
tant to choose the topics and objects of verification in the
implementation of the state financial audit of the execu-
tion of budget programs. It must be carried out in such a
way that there is a sufficient degree of certainty that the
results of the planned audit of effectiveness will contribute
to solving specific socio-economic problems that are also
of great social significance.

However, if we consider the practice of reporting on
the results of the state financial audit of execution of bud-
get programs, both in the State Audit Office of Ukraine
and in the Accounting Chamber of Ukraine, then we can
conclude that, unlike foreign experience in Ukraine, the
emphasis is still on checking is done on the legality and
completeness of spending state budget funds. At the same
time, in the majority there is no reference to the social
significance of the project and its social impact. Although
it is precisely on the social significance and socioeco-
nomic impact of the emphasis on the control bodies and
the Accounting Chamber of other countries. Moreover, in
Ukraine only in the draft programs there are planned indi-
cators to be achieved. In the reports on the results of the
state financial audit, execution of budget programs usually
contains only the sum of incurred public expenditures, the
specified performers and responsible for the actions, but
unfortunately it is not always determined which socio-
economic effect they brought. Therefore, it is expedient in
the reports on the results of the state financial audit of the
implementation of budget programs to introduce a manda-
tory section on the socio -economic effect of such pro-
grams. Taking into account the aforementioned, the author
proposes a mechanism for the development of the state
financial audit of budget programs implementation, which
takes into account two development vector — functional
and process (Fig. 2).

It is worth noting that the functional vector in the
mechanism of development of the state financial audit
of execution of budget programs is aimed at changing
the target direction of the state financial audit of budget
programs execution. Thus, in addition to determining the
purposeful, legitimate, rational use of public financial
resources, the author emphasizes the established socio-
economic effect of the implementation of a budget proj-
ect. At the same time, in the process of development of the
state financial audit, implementation of budget programs
requires the transition from control of implementation to
control of decision-making. This will lead to a transition
from a simple distribution of budget funds to control the
achievement of the given results using the least amount of
funds. Such a transition should be based on the real use of
the principles of cost-effectiveness and efficiency of the
use of budget funds. At the same time, the responsibility
of the developers of the budget program will be strength-
ened by activating the phase of the preliminary control of
the budget process. Moreover, the level of responsibility

and subjects of the state financial audit of the execution
of budget programs — the State Audit Office of Ukraine
and the Accounting Chamber of Ukraine — will increase
for the use of state financial resources. Such responsibility
will not only acquire actual outlines, but also will reveal
the causal links of financial violations detected during
the implementation of the state financial audit of budget
programs. In this case, the state auditor should pay par-
ticular attention to factors such as: labor costs of the staff
of the funds manager; amount of financing; funding for
advanced training. As, as empirical studies have shown,
these factors are the most influenced by the volume of
financial violations.

Also, the author suggests, in the process of develop-
ment of the state financial audit of the implementation of
budget programs, to include its inclusion in the estimation
of effectiveness in the scheme of budget estimates budget
programs.

In this case, the concentration of efforts will be on
examining the passport of the budget program on the mac-
roeconomic parameters in accordance with the strategic
goals of the development of the state and economy. In
addition, such an approach will increase the level of sys-
temicity of control functions by forming a combination
of monitoring functions and activating monitoring of the
implementation of the budget program, especially for per-
formance parameters. With regard to the process vector in
the mechanism of development of public financial audit
of budget programs, it should be noted that it is primar-
ily related to the procedure for its implementation. In this
sense, it is worthwhile to emphasize that at the current stage
of development of the state financial audit of implementa-
tion of budget programs in practice of practice both the
Accounting Chamber of Ukraine and the State Audit Office
of Ukraine only begin to assess risks and substantive in the
audit phase during the planning of the state financial audit.
According to the authors, these components should be the
basis of the process vector in the mechanism of develop-
ment of the state financial audit of the execution of budget
programs. The objective necessity of compulsory assess-
ment of the materiality and audit risk in the course of the
state financial audit of the execution of budget programs is
also dictated by changes that may be made to the Budget
Code of Ukraine [3] and the Law of Ukraine “On Account-
ing and Financial Reporting in Ukraine” in part obligatory
submission by the main spending units of state funds of
annual financial statements. It should be noted that the pro-
posed mechanism can be used by the internal auditor of
the budget manager — the executor of the budget program
when organizing and conducting an internal state financial
audit of budget programs execution.

Conclusions from the conducted research. Thus,
the authors proposed a mechanism for the development of
a public financial audit of the implementation of budget
programs, which takes into account two vector of devel-
opment — functional and process. Functional vector in the
mechanism of development of the state financial audit of
execution of budget programs, aimed at changing the target
direction of the state financial audit of budget programs
execution. Thus, in addition to determining the purposeful,
legitimate, rational use of public financial resources, the
authors emphasize the established socio-economic effect
of the implementation of a budget project.
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The purpose of the SFCBP is to

assess the effectiveness of the

1
The purpose of the SFABP is to assess the Subjects of the SFCBP - SASU, ACUand lf
- effectiveness of the implementation of the budget internal auditors of the budget funds
program and obtain the socio-economic effect of its manager
implementatio | t
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executor of budget programs
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D Tl g | g o e s budget funds to control the achievement of the
making control results with the use of the least amount of funds
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"g control of the budget process )
i
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audit risk I control g budget manager //
o
S
S . Risk 2 | [/
L . F
— non-disclosure . . -
@ I taking into account the interests of potential
3 : users of verified information
g — — — -
& I Determination of the level 0fmater1ahty) substantiation of the content and scope of audit
. y procedures, identification of priority issues to
I be addressed to achieve the objective of public
— - - — finance audit
Application of international auditing I
— L standards C— s — |
e — V . —
-4 Desired development level
SFABP
Improve the effectiveness of the SFABP and bring it closer

to the requirements of international standards

Fig. 2. Scheme of the mechanism of development of the state financial audit of execution of budget programs
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