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Abstract. The aim is to analyse the current practice of budgetary control to develop its areas of improvement at
the local level. The subject of the research is theoretical and methodological principles of functioning of budgetary
control at the local level. The methodological basis of the study comprises research approaches, general theoretical
principles of scientific knowledge, system of methods and techniques. The paper clarifies the nature of budgetary
control at the local level. The main bodies that implement budget control, namely the State Audit Office, the
Accounting Chamber, the State Treasury, the State Fiscal Service, financial and management departments are
singled out. It is found that the leading part among all of the special budgetary control bodies in the rational and
efficient use of local financial resources is performed by the State Audit Office. Analysis of the State Audit Office in
three regions of Ukraine for the period 2013-2015 has been carried out. We distinguish two main types of violations
that the State Audit Service reveals during its work at the local level:

1) shortfall in the financial resources of public enterprises, institutions and organizations;

2) violations that lead to illegal, non-target costs and shortages.

It is proved that the efficiency of budgetary control is low. The paper states basic problems of budget control at
the local level, namely, low income funds and reimbursements from violations revealed by regulatory agencies;
insufficient work with the public to explain the problems of budget control and eliminate violations in the public
sector; lack of a consolidated legal act, which would have regulated all the major components of budgetary control;
insufficient use of controlling and auditing methods aimed at determining the effectiveness of budget funds; low
preventive function on the part of budget control bodies. We offer ways to improve budget control at the local level
through: standardization system of budgetary control in accordance with international standards in connection
with the integration of Ukraine into the EU and the transition to international accounting standards and reporting
system to form unified control procedures; create a system of unified procedures of developing a clear concept
of budgetary control, which should be both scientific and political document to enforce, as determined by the
law; creating for all budgetary control bodies an integrated database related to the certification of audit results;
developing cooperation strategy with budgetary control bodies of foreign countries and specialized international
organizations, including participation in joint training sessions and parallel control expert and analytical measures.
As a result, the proposed measures will make it possible not only to eliminate these shortcomings but also to
increase efficiency, effectiveness and efficacy of budgetary control at the local level.
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organizations that significantly increase the efficiency of
budget funds. With this aim in mind, it is considered that

1. Introduction

The economic crisis brings forth the issue of limited

budget funds and its efficient use. Each year the number
of disclosed budget violations increases, indicating the
excessive loss of state material and financial resources.
Reducing the risk of misuse can be achieved by increasing
the efficiency of budgetary control. Measures in this
area can also lead to the reduction of scopes of budget
violations by state enterprises, budgetary institutions and
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the improvement of budgetary control itself should be
ensured by coordinated activities of the bodies which are
part of the relevant system at all branches of government,
which generally meets its purpose to strengthen budgetary
discipline, ensure the economy of material and financial
resources, as well as full, timely and appropriate use of
funds in the community to achieve effective results.
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2. Philosophy of budgetary control
at the local level

Budget control at the local level is a combination of
control measures, carried out by special state bodies,
dealing with the verification of legality, appropriateness
and effectiveness of the formation, distribution and use
of funds of state and local governments.

The special budget control authorities in Ukraine
include: the State Audit Service, the Accounting
Chamber, the State Treasury, the state fiscal authorities,
financial and management departments.

Activities of fiscal services are focused primarily
on the proper execution of budget revenues, namely,
monitoring the timeliness, accuracy and completeness
of calculation and payment of taxes and other mandatory
payments to local budgets; providing application and
timely recovery of financial sanctions amounts to local
budgets under existing legislation for tax laws violations,
and collection of administrative fines; inspecting
concealment of facts and understatement of taxes and
other mandatory payments to local budgets.

Tasks include the Accounting Chamber to control: the
financing of national programs in the part concerning
the use of the state budget of Ukraine, legality and
efficiency of financial resources allocated from the
state budget of Ukraine for the implementation of
national programs; spending of government agencies
and organizations operating abroad and financed from
the state budget of Ukraine quarterly distribution
revenues and expenditures according to the parameters
of the budget spending of earmarked funds (on behalf
of the Verkhovna Rada of Ukraine); intended use of
funds by the executive state trust funds (on behalf of
the Verkhovna Rada of Ukraine); financing of national
programs of economic, scientific, technical, social and
cultural development, environmental protection and
other programs approved by the Verkhovna Rada of
Ukraine (on behalf of the Verkhovna Rada of Ukraine
and its committees).

The State Audit Service, the Accounting Chamber, the
State Treasury, financial and management departments
are accountable for the eflicient and responsible use
of public funds. The tasks of the State Audit Service in
budgetary control intersect with those of the Accounting
Chamber, namely in terms of monitoring the use of the
State Budget. The Accounting Chamber mainly controls
the central state administration whereas the State Audit
Service control area starts at budgetary institutions in
villages and goes up to the ministries and departments.
Financial management and departments monitor the
targeted use of funds allocated from the local budget.

From the above it follows that the State Audit Service
ranks top among all the special budget control bodies in
the rational and eflicient use of local financial resources.

The State Audit Service is authorized to audit, inspect
and perform checkups both in local budgets and the
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municipal sector. The main tasks of the State Audit
Service in the area of local finance are:

- monitoring the legal, targeted and efficient use of
local budgets and other financial and material resources
oflocal governments;

— control over the preservation and use of public
property;

— monitoring of the condition and reliability of
accounting and reporting in local governments, public
institutions as well as companies and organizations that
receive funds from local budgets;

— developing proposals to eliminate shortcomings and
violations;

- carrying out systematic analysis of the circumstances
and reasons that contribute to budget violations and
measures to prevent them (Malaieva, 2011).

Also, the State Audit Service controls, in particular, the
following: performing the functions of state property
management; targeted use of state and local budgets,
loans received under the state guarantees and their
timely return; drawing up the budget reporting, budget
programs and reports on their performance, estimates
and other documents used in the implementation of
the budget; state and conditions of internal control and
audit of budget funds administrators (Kopen', 2012).

3. The activities of the State Audit Service

During its work, the State Audit Service finds most
violations concerning the shortfall in the financial
resources of public enterprises, institutions and
organizations, as well as violations that lead to illegal,
non-target costs and shortages.

Thus, according to the analytical data of the State
Audit Service in 2013 in Ternopil region it revealed
violations that led to the shortfall in the financial
resources of enterprises, institutions, organizations,
amounting to 27.158 million UAH. The revenue level
of these funds was only 31%. Similar violations were
detected in Kirovohrad and Dnipropetrovsk regions
amounted to 12.517 million UAH and 317.058 million
UAH respectively. The level of income they made was
55% and 12% (Table 1). In 2014, rates of disclosed
violations on shortfalls of financial resources in Ternopil,
Kirovohrad and Dnipropetrovsk regions decreased
as compared to 2013 and amounted to 8.016 million
UAH, 11.331 million UAH and 35.552 million UAH
respectively. Thelevelofrevenuesfromthesebreacheswas
46%, 35% and 19%. This is primarily due to poor quality
control measures and imposition of governmental bans
on auditing and inspection activities of this service. In
2015, the amount of detected violations concerning the
shortfalls in financial resources in Ternopil, Kirovohrad
and Dnipropetrovsk regions kept on declining and
amounted to 5.222 million UAH, 4.755 million UAH
and 40.217 million UAH respectively. The level of
revenues from these breaches was 62%, 50% and just
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8%. This situation is explained by the fact that in 2015
the number of inspected enterprises, organizations and
institutions declined several times over the previous
years.

Another major indicator of the State Audit Service
activities disclosed financial irregularities that led to
the illegal, non-target costs and shortages. As for 2013,
the amount of detected violations in the territories
of Ternopil, Kirovohrad and Dnipropetrovsk regions
was 23.378 million UAH, 59.411 million UAH, and
260.017 million UAH. The level of compensation was
80%, 51% and 20% respectively. In2014, the State Audit
Office in Ternopil, Kirovohrad and Dnipropetrovsk
found violations amounted to 19.285 million UAH,
37.745 million UAH and 237.498 million UAH.
The level of compensation was 67%, 57% and 48%.
In comparison with 2013, the amount of violations
decreased due to significant increase of checks,
which in turn made them ineffective. In 2015, there
was an increase in the amount of detected financial
irregularities that led to the illegal, non-target costs
and shortages in relation to 2014. These sums in
Ternopil, Kirovohrad and Dnipropetrovsk regions
totalled 33.991 million UAH, 46.771 million UAH
and 177.877 million UAH respectively. But the level of
compensation reduced to 48%, 41% and 14% (Tab. 2).
This can be explained by employees' ineflicient work
towards reimbursement of revealed violations, as a
control measure is not complete then when the breach
is revealed, but when this offence is fully refunded.

4. Problems and ways to improve budgetary
control at the local level

Fromtheaboveitshouldbenoted thatthe effectiveness
of budgetary control is low. This is primarily due to
several problems in the implementation of budgetary
control at the local level, namely:

— low level of financial resources revenue and
reimbursements of violations revealed by regulatory
agencies;

- insufficient work with the public to explain the
problems of budget control and eliminating violations
in the public sector;

- numerous unsuccessful audits and inspections that,
in turn, prevent the normal operation of inspected sites;
— lack of a single consolidated legal act, which would
have regulated all the major components of budgetary
control;

- low qualification of employees of budgetary control
bodies;

- insufficient use of methods in control and auditing
operations aimed at determining the effectiveness of
using budget funds;

- low preventive function on the part of the budget
control bodies;

— lack of a clear state policy in budget control sphere.

The main methodological drawback is the lack of
methodological support of basic forms of budgetary control.
One should also note the lack of use by the State Audit
Office its powers to improve the efficiency of budgetary
control, including the local level budget violations.

Table 1
Key indicators of work of the State Audit Service
Ternopil Kirovohrad Dnipropetrovsk
2013 2014 2015 2013 2014 2018 2013 2014 2015
Checked enterprises, institutions 208 658 160 186 665 90 307 1087 182
and organizations
Found violations of the shortfall in
271 1 222 1251 11331 1 2 21
financial resources (thousand UAH) 7158 8016 S S17 33 4755 317058 | 3555 40217
Provided of financial resources
(thousand UAH) 8500 3666 3256 6816 3946 2393 38467 6831 3051
The level of financial resources (%) 31 46 62 SS 35 S0 12 19 8
Compiled by the author based on the following sources (Annual report of the State audit office Ukraine, 2013, 2014, 2015)
Table 2
Key indicators of the work of the State Audit Service
Ternopil Kirovohrad Dnipropetrovsk
2013 2014 2015 2013 2014 2018 2013 2014 2015
Checked enterprises, institutions 208 658 160 186 665 90 307 1087 182
and organizations
Revealed financial irregularities that
led to the illegal, non-target costsand | 23378 19285 | 33991 59411 37745 | 46771 | 260017 | 237408 | 177877
shortages (thousand UAH)
Refunded illegal and inappropriate 18730 | 12821 | 16198 | 30086 | 21505 | 19372 | 52385 | 113091 | 24584
costs, shortage (thousand UAH)
The level of financial resources (%) 80 67 48 S1 S7 41 20 48 14

Compiled by the author based on the following sources (Annual report of the State audit office Ukraine, 2013, 2014, 2015)
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Another problem to consider is an insufficient
organization of interaction of authorities exercising
control in the public sector. Based on the functions,
tasks and their respective powers, budget control
authorities and law enforcement agencies have to
operate in constant interaction to effectively coordinate
their actions (Malaieva, 2011).

After analysing the problems in the system of legal,
methodological and organizational support of budget
control, we can offer the following directions of its
reformation:

o develop a clear concept of a unified system of
budgetary control, which should be both scientific and
political document to enforce, as determined by law. As a
scientific paper the concept should reflect the theoretical
and methodological foundations of control, while as a
political one it has to formulate the requirements for the
legal framework to public policy in the budget control
sphere (Kopen', 2012). Starting position of this concept
should be a clear division of functions and powers of
external and internal budgetary control and the creation
of the supreme budgetary control with the assignment
of its appropriate powers and its status independent of
branches of power;

. itisnecessary to standardize the system of budgetary
control in accordance with international standards in
connection with the integration of Ukraine into the
EU and the transition to international accounting and
reporting standards, and to form a unified procedure
control system. Undoubtedly, every agency of budgetary
control system has its specific goals and objectives, but it
isreasonable to perform the inspection, testingand audit,
following standardized programs and methodology;

o higher budgetary control authority should develop
a system of external control standards taking into
account INTOSAI auditing standards and International
Standards on Auditing (ISA);

o develop and adopt a number of regulations
(amendments to laws), clearly regulating cooperation
of budgetary control bodies with those of the Interior
Ministry, Security Service, Prosecutor General of
Ukraine, etc., which in turn will reduce duplication
of relevant authorities control functions, as well as
the pressure on objects of control and minimize
misunderstandings and obstacles that reduce efficiency;
o it is necessary to create for all budgetary control
agenciesanintegrated databaserelated to the certification
of the results of control measures. This procedure is not
simple and requires certain costs, but without it you
cannot perform a deep and comprehensive analysis of
the results of the control body to determine the quality
of control measures and vectors of their improvement;

o design a strategy for cooperation with the budgetary
control agencies of foreign countries and specialized
international organizations, with participation in
joint training sessions and parallel control expert and
analytical activities;
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« adopt the Law of Ukraine "On Budget Control",
which would regulate all important components of this
very important process for the life of the state, clearly
distinguish between parliamentary and government
budgetary control bodies, define range of budget
control subjects, the hierarchy of agencies which carry
it out, the form of their organization and interaction
etc.;

o increase the professional attitude of employees
of budgetary control agencies, namely, increase the
high level of their knowledge and training through
modernization of education and reforming the Civil
Service institutions. Attention should also be paid to
the fact that staffing of the state financial inspectors and
auditors should be done not on political grounds but
purely on the professional basis.

In order to build an effective system of budgetary
control it is necessary to comply with the following
requirements:

- activities of supervisorybodiesshouldbebased onthe
principles of legality, unity, independence, objectivity,
planning, competence, efficiency, demonstrability,
transparency and compliance with professional ethics;
- independence of supervisory authorities should be
secured at the constitutional level by providing them
special status;

— all public authorities, regardless of affiliation, should
assist supervisory authorities in carrying out their
activities;

— supervisory authorities should have the right to
access all materials of inspections conducted by other
government agencies, as well as during internal and
external auditing of public financial resources and public
property;

- based on the results of control measures to
prevent and suppress violations, to eliminate them
and bring perpetrators to justice, supervisory
authorities should be legally endowed with a set of
administrative and executive powers to implement
their decisions taken as a result of control
measures, and to appeal to any public authority
and law enforcement agencies, including court and
prosecutors (Malaieva, 2011).

S. Findings

Budget control is an important function of the
state administration and budget system regulation.
The system of budgetary control is facing serious
problems of legal, organizational and methodological
nature impeding the implementation of its functions,
thus creating a need for its immediate reformation.
Therefore, we believe that the proposed measures
will make it possible not only to eliminate these
shortcomings but also to increase efliciency,
effectiveness and efficacy of budgetary control at the
local level.
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6. Conclusions

In recent years the role of budgetary control as one
of the key elements of governance has not been fully
used, and only the economic and political crisis of
public finances forced the society to pay attention to
the budgetary control practices. Special attitude to
budgetary control and its underestimation is also due to
the fact that it is carried in the area of interlocking state,
local, corporate and personal interests.

It should be noted that with a significant decrease
in the number of audits nationwide the amount of
detected budget violations increased significantly,
indicating both the professional level of budgetary
control agencies employees and improvement of
methodological work, and also problematic aspects
of current budgetary control system, which did not
create the right conditions for improving the budgetary
discipline at national, regional and local levels.

Based on the priority of the state policy of Ukraine to
join the EU, a key aspect in this process is the adaptation
of budgetary control to European standards. It is about

Ukraine's compliance with the provisions of the Lima
Declaration of Guidelines on control, namely, to change
approaches to the concept of "control” and bring it
closer to the European interpretations. Controls should
aim to correct the violations and prevent them in the
future. To build an effective system of budgetary control
in Ukraine that provides steady state of fiscal discipline
in the region is possible only in the presence of effective
internal control systems in local authorities at all levels,
which is the system of municipal budget control.

After a thorough analysis of the legal framework,
it should be noted that in order to reform the budget
control and increase its effectiveness, the main efforts
should be focused on upgrading the base and the
development and adoption of regulations that would
discriminate functions of budgetary control agencies
and subjects, set budgetary control issues and the range
of its objects and subjects, fiscal discipline and budget
violations, as well as the structure of budgetary control
and the basic principles of its methodological support.
After all budget control is an integral and important part
of the state regulation of the economy.
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Oner BALYIABCKUN
BOMPOCbI COBEPLUEHCTBOBAHWA BIOOAMXETHOIO KOHTPOJ1IA HA MECTHOM YPOBHE

AHHOTauuA. Llenbio pabomsl ABNAETCA OCYLECTBNIEHME aHanM3a [eNcTBYIOWeNn NpaKTUKU OloKeTHOro
KOHTpONIA ANA  pa3paboTKM HAMpaBNEHWI COBEPLUEHCTBOBAHNWA €ro0 Ha MeCTHOM YpoBHe. [Ipedomemom
ucc1edo8aHuUA BbICTYMAIOT TEOPETUKO-METOLONOMMYECKNEe OCHOBbI GYHKLVOHNPOBAHUA BIOAKETHOrO KOHTPOSIA
Ha MecTHOM ypoBHe. Memodosiozuyeckoli 0CHOB80U UCC/Ie008aHUSA ABNAETCA NCCNeAoBaTelbCKUe NOAX0bl, 00wwme
TeopeTnyeckne MPUHLMMbI HAYYHOro MO3HaHWUA, CUCTEMa MeTofOoB, CNocoboB. B paboTe BbIACHEHO CYLHOCTb
6I0>KETHOTO KOHTPOA HAa MECTHOM YPOBHe. BblieneHbl OCHOBHbIE OpraHbl OCYLLECTBIEHUA OIOLXETHOIO KOHTPOIS,
a MMeHHo: focymapcTBeHHaa ayautopckasa cnyxba, CueTHas nanata, focypgapcTBeHHAs Ka3Hauyelnckas ciyxoOa,
rocynapcTBo ¢urickanbHasa cny»k6a, GUHAHCOBbIe yrpaB/ieHNs 1 oTaenbl. BbiACHEHO, UTO Befylee MecTo cpeau
BCEX CreumanbHbIX OPraHoB GIOAMETHOrO KOHTPONA B chepe paunoHanbHOro n 3GPeKTMBHOrO K1CNonb30BaHUA
MeCTHbIX (MHAHCOBbIX pPecypcoB NpuHaanexut lfocynapcTBeHHOW aypuTopckue cnyxkbe. [MpoBefeH aHanus
peAtenbHOCTU [ocyaapCTBEHHOW ayauTOPCKOM Ciyx6bl B Tpex obnactax YKpauHbl 3a nepuog 2013-2015 rr.
BbleneHbl Ba OCHOBHbIX BUAa HapyLleHWl, KoTopble B XoAe cBoeil paboTbl obHapyxrBaeT [ocyfapcTBeHHas
ayaouTopcKas cnyk6a Ha MeCcTHOM YpoBHe: 1) HegornonyyeHueM QUHAHCOBLIX PECypCOB FOCyAapCTBEHHbLIMU
NPeanpuATUAMY, YUYPEKAEHUAMU, OpraHM3auuaMy; 2) HapylleHusA, NPUBOAALLME K HE3aKOHHbIM, HeLeNeBbIX
pacxofoB M HepjocTau. [JokasaHo, UTo 3PPEKTUBHOCTb OIOIXKETHOIO KOHTPONA HAaxXOAWTCA Ha HWU3KOM YPOBHe.
OnpepeneHbl OCHOBHble NPo6nembl GYHKLMOHNPOBAHUA BIOLXXETHOMO KOHTPOMSA Ha MECTHOM YPOBHE, @ UMEHHO:
HU3KWI yPOBEHb NOCTYMNIeHNI GMHAHCOBbLIX PECYPCOB 1 BO3MELLEHME OT BbIABIEHHbIX KOHTPOJSIbHbIMI OpraHamm
HapyLlleHWUn; HepocTaTouyHaa paboTa C OOLEeCTBEHHOCTBbIO MO Pa3bACHEHMO 3ajay OXKETHOro KOHTPONA ”
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obecrneyeHna yCTpaHeHUA HapylleHUn B OofgxeTHOW cdepe; OTCYTCTBME KOHCONMAMPOBAHHOIO HOPMATUBHO-
MPaBOBOro akTa KOTOPbI Gbl HOPMUPOBAJ BCE BaXKHeLLVe COCTaBNAOLMNE OIOAKETHOrO KOHTPOSIA; HELOCTaTOUHOE
MCMOJNIb30BaHVE B KOHTPOJIbHO-PEBU3MOHHON PaboTe METOAVK, HAaNpPaBNEHHbIX Ha onpegeneHue 3GpPpeKTUBHOCTY
NCMONb30BaHNA OIOMKETHbIX CPEACTB; HU3KWUA YPOBEHb MPEBEHTVMBHOM (QYHKLUUM CO CTOPOHbI OpPraHoB
6l0[PKETHOTO KOHTpONA. MpeanoXeHo YCoBepPLUEHCTBOBaTb OIOAMETHbIN KOHTPOJIb Ha MECTHOM YPOBHE MyTeMm:
CTaHAapTM3auumM cucteMbl OIOIXKETHOTO KOHTPONA B COOTBETCTBUMN C MEXKAYHAPOAHbIMU CTaHAapTaMu B CBA3W C
nHTerpaumern YkpaunHol B EC 1 nepexogom Ha MexayHapoAHble CTaH4aPTbl yyeTa 1 oTYeTHOCTU, chopMUPOBaTb
CUCTEMY eQiUHBIX MPOLeAyp KOHTPONS; Pa3paboTKM YeTKON KOHLENUUN eInHON CUCTEMbI BIOKETHOrO KOHTPONA,
KoTopasi O/KHA OblTb OAHOBPEMEHHO 1 HAYUHbIM, 1 MOJIMTUYECKNM OOKYMEHTOM 00A3aTeNIbHOTO VCMOJIHEHMS,
onpeaenseTca HoOpMamy Mpaea; co3faHve AJiA BCEX OPraHOB OIOAPKETHOrO KOHTPOJA VHTErpUpPOBaHHON 6asbl
JaHHbIX, CBA3AHHOW C NMacrnopTu3auuein pe3ynbTaToB KOHTPOSIbHBIX MEPONpPUATUNA; CMPOEKTUPOBAThL CTpaTerum
COTpyAHMYECTBa C OopraHamy OOKEeTHOro KOHTPOMA 3apyOeXHbiX CTpaH U NPOQUAbHBIM MeXAYHapOLHbIMM
opraHusauuaAmy, npoBefieHre C HMMU COBMECTHbIX OOyuYallMX TPEHVMHIOB W MapanfefibHbIX KOHTPObHbIX
3KCNEePTHO-aHANIUTUYECKNX MEPONPUATUIA. B pesysemame, NnpeanoxeHHble Mepbl MO3BONAT He TOJIbKO YCTPaHUTb
yKa3aHHble HefOCTaTKW, HO U MOBbICUTb 3PEKTUBHOCTb, AENCTBEHHOCTb U PE3Y/bTaTUBHOCTb OHOJXKETHOrO
KOHTPOJIA Ha MECTHOM YPOBHe.
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