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EXPERIENCE OF FOREIGN COUNTRIES IN PUBLIC FINANCIAL CONTROL
IN TERMS OF DECENTRALIZATION

TOCBIJ IHIIUX KPATH ¥ CHEPI JEP:KABHOI'O ®IHAHCOBOT'O KOHTPOJIIO
B YMOBAX JTEIEHTPAJITI3AIIIT

ANNOTATION

The state control in financial management is one of the most
effective tools that ensures the public financial resources mana-
gement effectiveness. In other words, it is the activity of public
authorities and management at all levels, established by law to
identify, supress and prevent: abuses and mistakes in the state
monetary and material resources management; violations of finan-
cial and economic legislation; flaws in the organization of financial
and economic management systems of state organizations and
their associations, organizations with state participation or mainly
related to the activities of the state; threats to economic (including
financial) security of the state. The article analyzes the conditions
and models of state and municipal financial control in leading de-
veloped countries. Moreover, the systems of organization of finan-
cial management in developed countries were considered. The
ways to apply foreign experience in Ukraine regarding the reforms
in state and municipal financial control systems were studied.

Key words: financial control, state financial control, municipal
financial control, local finances, decentralization, higher financial
management bodies, budget, Chamber of Accounts.

AHOTALIA

[epxaBHuUi KOHTPOMb Yy cdepi ynpaBniHHA iHaHCaM1 — OAWH
3 HanbinbLW AieBuUx IHCTPYMEHTIB, WO 3abe3nevye eeKTUBHICTb
yNpaBniHHA AepXaBHUMMW (DiHAHCOBMMM pecypcamMu. IHWnmu cno-
BaMu — L LisNbHICTb OpraHiB AepXaBHOI BMnagu Ta ynpasniHHS
BCiX PiBHIB, BCTAHOB/IEHA 3aKOHOAABCTBOM 3 METOI BUSIBIIEHHS,
NPUNUHEHHS | NONEPEMKEHHS: 3NOBXUBaHb | MOMWIOK B YNpaBniH-
Hi AepXaBHUMW FPOLLIOBUMM i MaTepianbHUMKU pecypcamu; nopy-
LWeHb ¢hiHaHCOBO-TOCNOAAPCLKOr0 3aKOHOA4ABCTBA; Baf, B OpraHi-
3auii cucteM ynpaeniHHSA (hiHAHCOBO-rOCNOAAPCLKOK OiSNbHICTHO
[epKaBHUX OpraHi3auii i ix 06’egHaHb, opraHisauin 3 AepaBHO
yyacTio abo 0cobnmBo NOB’A3aHUX 3 AIANbLHICTIO AepXaBu; 3arpo3
E€KOHOMIYHIN (y T.4. dhiHaHCOoBIN) 6e3neui agepxasu. MNMpouec rmoba-
nisauii, SKMA CTaB XapaKTepHOK PUCO0 HALLIOrO Yacy, HeMUHy4Ye

Be[e [0 BUHWKHEHHS Ginblu TiCHOI cniBnpaui MiX gepxasamu y
BCiX 3HauMmmx cchepax gisinbHocTi. beaymoBHO, 06MiH fOCBiOM
y Takin BaXnuBiv ranysi, gk pyx iHaHCOBMUX KOLUTIB BaXKO nepe-
ouiHuTK. B3aemopis BignoBigHUX CTPYKTYP Pi3HMX KpaiH y pamkax
opraHisalLlii iHaHCOBOro KOHTpOIto, 6e3nepeyHo, € OAHMM 3 Hali-
OinbLu AiEBMX IHCTPYMEHTIB MigBULLEHHS SIKOCTi poboTH, NpoBeae-
HOT UMK CTpykTypamun. Cy4vacHi TeHAEeHLil CBITOBOro pO3BUTKY
3yMOBUN HEOOXIAHICTb MoLyKy 36anaHcoBaHOCTI HaLiOHanNbHUX
iHTepeciB 3 iHTepecamu rnobanbHOro po3BuUTKy. binbLiow Mipoto
NOEeTbCA He NuLie 3a 3aXWUCT HauiOHamnbHWUX IHTEPECIB OKpeMMX
KpaiH, a N perioHanbHuUX hopMyBaHb. Takui niaxia ocobnmeo ak-
TyanbHUiA ANS kpaiH-uneHiB €sponevicbkoro Coto3y — 06’eaHaHHs,
MOBHOLiHHMM YfIEHOM SIKOrO MOCTYMNOBO cTae YkpaiHa. 3okpema,
OOHWM i3 NYHKTIB BUMOT €BpOiHTErpauii Ana YkpaiHu BucTynano
ocTaTo4He MOAONaHHS Kopynuii Ta GLmKETHUX NPaBOMNOPYLUEHb.
Lle, y cBoto Yepry, BUMarae cMCTEMHOro NiaxoAy A0 TpaHcdopma-
LifH1X Ain y cdepi epxaBHOro (PiHaHCOBOrO KOHTPONto. Y CTaTTi
npoaHanizoBaHO YMOBMW Ta MOZeni opraHisaLii AepXaBHOro i My-
HiLUMNanbHOro (PiHaHCOBOrO KOHTPOSO B MPOBIOHUX PO3BUHEHMX
KpaiHax. Po3rnsiHyTo cuctemMu opraisadii piHaHCOBOro KOHTPOSO
B PO3BMHEHUX KpaiHax. lNpuaineHo yeary MOXIMBOCTSM 3acTo-
cyBaHHS 3apy6ikHOro JocBigy B YKpaiHi B KOHTEKCTI NPOBEAEHHS
pedopM CUCTEMM AEpXaBHOrMO i MyHiUMnanbHOro (hiHaHCOBOrO
KOHTpPOIHO.

KntouoBi cnoBa: tiHaHCOBUI KOHTPOMb, AepXXaBHUIA (DiHaAH-
COBU KOHTPOIb, MyHiLMNanbHUA OiHAHCOBWI KOHTPOIb, MiICLEBI
(iHaHCcK, AeleHTpanisauis, BULLi opraHu PiHaHCOBOTO KOHTPOSHO,
GroaxeT, paxyHkoBa nanarta.

AHHOTALUA

[ocynapcTBEHHDBIN KOHTPOSb B cdhepe ynpaeneHns puHaHca-
MW — OMH U3 CaMbIX AENCTBEHHbLIX MHCTPYMEHTOB, KOTOPbIN 06e-
cneynBaeT aPdeKTUBHOCTb YNpaBneHns rocyfapcTBEHHbIMU (u-
HaHCOBbIMK pecypcamu. [pyrumMun crnoBamm - 3TO AeATENbHOCTb
OpraHoB rocyAapCTBEHHOW BNAacTV U ynpasreHust BCEX YPOBHEN,
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YCTaHOBMEHHAs 3aKOHOAATENbCTBOM C Liefbl0 BbISIBMEHWS, Npe-
cevyeHVs W npepynpexaeHus: 3noynotpebneHnin u owunbok B
ynpaBrneHuy rocyfapCTBEHHbIMW AEHEXHBIMU U MaTepuarnbHbIMU
pecypcamu; HapyLlleHuin (OMHaAHCOBO-XO3ANCTBEHHOMO 3aKoHoAa-
TeNbCTBA; HeJOCTAaTKOB B OpraHu3aLuu cUCTeM ynpaBneHuns u-
HaHCOBO-X03ANCTBEHHON AEATENbHOCTbI0 FOCYAapCTBEHHbIX Op-
raHvM3aumn n nx oobeauHeHN, opraHn3auui ¢ rocyaapCTBEHHbIM
y4yacTeM unm ocobo CBA3AHHbLIX C AEATENbHOCTLIO rocyaapcTBa;
yrpo3 aKoHoMu4Yeckon (B T.4. domHaHCoBOW) Be3onacHOCTM rocy-
papctea. B cratbe npoaHanuavpoBaHbl YCNOBUSI U MOLENU Op-
raHusaumMn rocy4apCTBeHHOr0 U MyHMLMNANbLHOro UHaAHCOBOrO
KOHTpONS B BeAyLUMX Pa3BUTbIX CTpaHax. PaccmMoTpeHbl cucTemsl
opraHusauum OrHaHCOBOrO KOHTPONS B Pa3BUTbIX CTpaHax. Yae-
NEHO BHUMaHWe BO3MOXHOCTAM NPUMEHeHWs 3apybexHoro onbiTa
B YKpanHe B KOHTEKCTe NpoBeAeHns pedhopM CUCTEMbI rocyaap-
CTBEHHOTO U MyHWULMNAnbHOTO PMHAHCOBOIO KOHTPOSS.

KntoueBble cnoBa: )MHAHCOBLI KOHTPOSb, rOCYAapCTBEH-
HbI (PUHAHCOBBIN KOHTPOMb, MyHULMNAMbHBIN (PUHAHCOBbLIN KOH-
TPOMb, MeCTHble (DUHaHChI, AeLeHTpanu3aums, BbICLLUKE OpraHbl
(hMHAHCOBOTrO KOHTPOMS, OHOMXKET, cCHeTHas nanara.

Problem statement. Financial control plays
a significant role in organizing the functioning
of national financial systems. Any state exerts
influence on socio-economic processes primarily
through financial and budgetary policies,
regulation of credit relations, the financial market
and the state property system. Public authorities
influence socio-economic processes through
finances and the budget, allocating significant
funds to meet social needs, and controlling
their effectiveness. A system of effective public
financial control of flows redistributed through
budgets helps the government perform its
functions effectively.

The public financial control system, which
has developed in a particular state, has its
characteristics related to society's historical
aspects. Moreover, in world practice, public
financial control bodies have long been an integral
part of a democratic society and a mandatory
public financial management element. The study
of foreign experience in the public financial
control implementation for our country is of
considerable interest.

Actual scientific researches and issues
analysis. Problems of state financial control in
foreign countries are studied by V. Symonenko,
N.Dorosh, L. Kinashchuk, J. Mazur, V. Melnychuk,
L. Savchenko, O. Seleznyov, V. Katasonov, T. Gu-
banova, G. Fedotova, etc. Despite the scientific
significance of their research, the introduction
of leading foreign experience in the modern
Ukrainian public financial control system needs
further study.

The article aims to analyze the main approaches
to the organization of public financial control in
developed countries.

Statement of basic materials. Ukraine's desire
to integrate into the world economic community
requires forming a financial control system,
which will comply with the Lima Declaration on
Guiding Principles of Control, adopted in 1977 by
the IX Congress of the International Organization
of Supreme Audit Institutions (INTOSAI).
Besides, the XX INTOSAI Congress also calls on

all members of the International Organization
of Supreme Audit Institutions to use INTOSAI
standards as a basis for developing the standards.
This is the starting point for any legislative
reform of financial control.

The Lima Declaration indicates that to achieve
rational and efficient public funds management it
is necessary to create a supreme body of financial
control in each state whose independence must
be enshrined in law. This also applies to federal
states, especially where territorial units have a
high degree of autonomy, primarily in the fiscal
sphere. In Ukraine, since 2014, there has been an
accelerated process of financial decentralization,
which is the formation of united territorial
communities with greater financial independence.
In this regard, the need to study developed
countries’ best practices with effective financial
control systems is urgent.

In world practice, the main conditions for
the public financial control effectiveness are
considered to be the following:

1. Providing access to any relevant infor-
mation. Public financial control bodies need
quality information about the controlled object's
actual condition or actions, unimpeded entry into
any premises, seizure of documents, and sealing
of objects.

2. Consistency, periodicity and complexity.
The constant functioning of public financial
control allows preventing the loss of financial
resources, their misuse. Sustainability of finan-
cial management implies continuity of its
implementation, sustainability and periodicity of
control measures.

3. Compliance with state control mechanisms
with the ability to implement the priority
requirement. The most important objects with the
most significant impact in ensuring the savings
of public funds are inspected first.

4. The possibility of adapting the financial
control system to solve new issues arising from
changes in the state's internal and external
conditions.

5. Coherence
authorities.

6. Economic efficiency of the state financial
control system.

7. Regulation of control activities, starting
from planning and ending with the implementation
of proposals based on control results, including
standardization of processes and documentation.
Without regulation and application of standard
solutions, public financial control cannot work
harmoniously in all its parts.

In the scientific literature, there are many
approaches to the public financial control asses-
sment in foreign countries.

Thus, O. Seleznyov believes that financial
control systems differ depending on the reflection
of state control in different states’ constitutions.
According to this criterion, he distinguishes the
following methods:

and interaction of control
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1) parliamentary — the country's constitution
financial control is associated with the parliament
activities. It also provides for the right of the
latter to form an appropriate control body
(similarly, in particular, the control system is
developed in Russia);

2) judicial - the constitutional norms
governing the activities of the financial control
body are included in the section containing the
basic standards of the functioning of the judiciary
(for example, in Greece and Turkey);

3) specialized — the creation and regulation of
the supreme body of financial control are reflected
in the section of the constitution governing the
activities of control bodies, including control over
the functioning of the financial and budgetary
system (Sweden, Ireland, Brazil, Poland);

4) presidential — the basic rules of organization
and functioning of financial control are included
in the constitution section on the president's
authorities, including the powers to form a
supreme control body (Portugal, Uzbekistan).

However, these models are rarely represented;
they are often mixed, containing all these systems’
elements in different proportions. Examples
include the financial control systems of Austria,
the Czech Republic, China (combining features of
parliamentary and specialized systems), Italy and
France (elements of parliamentary, presidential,
judicial systems), and so on.

In the conditions of supranational integration,
accompanied by the decentralization processes,
the higher bodies of financial control expand the
scope of their activities both quantitatively and
qualitatively. The task of identifying violations
and prosecuting managers at both the state and
local levels comes to the fore.

It is necessary to consider the organization
of public financial control on the example of the
Republic of Austria as one of the member states of
the European Union, which has a stable economy
and sustainable socio-economic development. The
beginning of decentralization in Austria began with
the formation of a municipal districts’ community.
The term "commonwealth of municipal districts”
means an administrative unit with its legal entity
and performs various municipal districts’ tasks
on their behalf but under their responsibility.
According to Article 116a of the Austrian
Federation’s Constitutional Law, municipal
districts’ communities may be created based on
legal acts and the district's initiative. The tasks
and authorities of communities may be sovereign
(e.g., with the right to collect taxes) or private
economic nature (e.g., provision of water supply).
In addition to that, the delegation of powers to
the Commonwealth of Municipal Districts does
not have to jeopardize the districts’ existence.
Therefore, the transfer by a municipal district
of all its powers and all responsibilities to one or
more of the Commonwealth is inadmissible [1].

Since the Federal Constitutional Law reform
in 1948, the Accounting Chamber has been

responsible for auditing the municipalities’
accounts. This applies, mutatis mutandis, the same
auditing standards as those set for municipalities
with a population of more than 20,000 people (so-
called "large municipalities™). At the same time,
the Accounting Chamber acts as a body of the
autonomous Parliament of the province in which
a commonwealth is registered. The Accounting
Chamber is obliged to audit the accounts not only
of the Commonwealth as such but also of charitable
and financial funds, institutions and enterprises
in which the share of the Commonwealth (alone
or jointly with other organizations controlled by
the Accounting Chamber) is at least 50% of the
authorized or subscribed capital or equity. The
inspections also apply to those enterprises in
which the Commonwealth occupies a dominant
position in financial, economic or administrative
terms [3, p. 22].

Thus, the Republic of Austria, with its well-
established system of state financial control,
which is represented by the Court of Auditors,
is authorized to conduct an audit not only of the
state economy of the Federation but also to audit
the finances of the federal states, and financial
activities related to charitable and other funds
and institutions managed by the Federation.
There is a coherent system of state and municipal
financial control based on unified principles and
standards.

A similar system of state and municipal control
is built in Great Britain. Like the Austrian system,
it is based on shared principles and standards,
provides systematic work and interaction of
SFC bodies, and creates an organizational and

methodological basis for specialization and
cooperation.
One of the best examples of the SFC

organization based on the presidential model
is the United States of America’s experience.
In the United States, due to the current principle
of separation of powers, the highest control bodies
exist in each government branch and ensure the
balance of management of the executive and
legislative branches. In the executive branch,
the issues of financial control are dealt with by
the Administrative and Budgetary Department,
which, among other things, evaluates the
effectiveness of organizational and management
structures and coordinates their activities. In the
legislative branch of government, the SFC body is
the Government Accountability Office (GAO) in
Congress. The GAO has broad powers to oversee
all government programs and contracts and
conduct research to evaluate proposed programs’
effectiveness.

In France, public financial control organizations
are characterized by a high degree of centralization
and tight vertical inter-departmental links. The
functions of state financial control are performed
in particular by the Accounting Chamber,
which pays special attention to the correctness,
economic efficiency and compliance of reporting
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standards. It is responsible for detecting and
preventing budget and financial abuse, assisting
Parliament and the government to monitor the
financial law’s implementation [3]. In France, an
essential role in managing centralized financial
resources is played by specialized government
entities, such as the National Credit Council, the
Banking Control Commission, the Commission for
Economic and Regional Development. Recently,
the SFC of France is expanding towards assessing
the effectiveness of budget funds and assessing
the various government agencies efficiency.

The following example of the public financial
control system organization is the Swedish
experience. The economy of this country among
the EU countries is more socially oriented. The
public financial control system over the use of
budget funds in Sweden consists of three levels:
national, district and municipal [2].

In the early 1960th in Sweden, a new method
of control was originated — “efficiency control”,
currently used by all civilized countries. During
the performance audit, special attention is paid to
assessing the consequences of government decisions
on the state budget [2]. The Swedish government
believes that determining the public authority’'s
effectiveness contributes to budget funds’ economic
and socially efficient spending. The results of both
the financial and performance audits have to be
reflected in the detailed report. All audit reports
go to one of the responsible Auditors General, who
then decides which ones to submit to Parliament.
In the future, the reports are published in open
resources and can be studied by anyone.

Therefore, considering developed countries’
experience, one can conclude that the primary
condition for practical and operational control is
the presence of territorial units, which, depending
on the form of government, are fully or partially
subordinated to the Supreme Audit Office. They
perform their functions independently and focus
on the local budget expenditure check, and, if
necessary, carry out the central control body's
operational tasks. Similar regional offices of
the supreme body of state control operate in
Germany, Canada, Mongolia, Bulgaria, Brazil,
Poland, China, the Czech Republic, etc.

The general features of optimization and
compliance with EU requirements, models of
the Ukrainian system of financial control at the
local level (municipal financial management)
presuppose the following: [5]:

1) external independent financial control, in
terms of general independent control over budget
revenues at all levels and expenditure of budget
funds, including local budgets and transfers,
ought to be carried out by the Accounting
Chamber and its regional offices;

2) internal financial control, in terms of
control over the timely and complete receipt of
taxes, fees (mandatory payments) to the budgets of
all levels — the Ministry of Finance, in particular,
the State Fiscal Service of Ukraine, the Customs

Service of Ukraine within the Ministry, and other
authorized authorities;

3) internal financial control (control over the
expenditure of local budgets and transfers from
local budgets); internal control and audit services
within local authorities (municipal control bodies)
and auditors in budgetary institutions; control
over the use of transfers from the state budget to
local budgets — authorized representatives (state
auditors) of the Minister of Finance.

Not all financial control measures at the
local level will significantly improve financial
and budgetary discipline. In this regard, it is
necessary to clearly define the municipal financial
control model and its implementation stages,
develop a legal framework, and make financial
and economic calculations of such a model.

Conclusions. Consequently, the above examples
show that several regulatory authorities represent
the SFC system in foreign countries. In addition,
there is a transparent hierarchical system: headed
by the Supreme Audit Institution, which has
the most powers and rights; all others are either
subordinate to it or are subject to coordination and
verification for compliance and efficiency on its
part. Such an organization of control in Ukraine
will increase SFC bodies’ efficiency, reduce chaos,
and allow crime prevention at the state and local
levels. Due to the state’s decentralization, the need
for a well-established public financial control system
is a priority because it is the SFC at all government
levels that can ensure the proper use of funds.

Foreign experience demonstrates that state
financial control bodies can effectively exist and
function based on mutually exclusive approaches
from centralization and decentralization posi-
tions. However, common tasks and shared
principles in the organization of control bodies
taking into account national specifics, economic
conditions, and historical development act as
a basis and provide effective public financial
resources management.

Therefore, the reform of state financial control
under the practical foreign experience must be
Ukraine's integration process components into
the European community aligned with ensuring
the public finance management effectiveness.
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