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Summery
 The authors investigated the economic essence of the financial control effectiveness. Established that the resources consumed during the control procedures have a form and measure and can be identified quantitatively. Advantage as a result of the financial control can be expressed by a quantitative and attributive indication. Therefore, the financial control effectiveness as well as factors that influence are not confined by the economic component.  

Keywords: effectiveness of the financial control, resources, advantage, action factors.  
J.E.L. classification: M42 – Auditing 

THE EFFECTIVENESS OF 
THE FINANCIAL CONTROL AND
FACTORS AFFECTING IT
Anna Sobol

PhD in Economic Sciences, САР (Certified Accounting Practitioner),

Associate Professor of Accounting and Auditing,

Natalia Sukhachova 

Senior Teacher of Ukrainian and foreign languages 

Iryna Krachenko

PhD in Economic Sciences,

Associate Professor of Accounting and Auditing,

Poltava University of Economics and Trade
Poltava, Ukraine
Problem statement. Nowadays the financial control is the function of an effective management. It is constantly developing on the basis of clarification of the theoretical data and improvement of the methodical techniques of practice. Today favourable conditions for the synthesis of scientific knowledge and creating theoretical construction of understanding the financial control effectiveness are created in Ukraine. In a practical aspect it is necessary to systematize factors which influence the parameters of the effectiveness. It is utterly important to take into account peculiarities of the control system of activities of Ukrainian enterprises.
The problem of improving the effectiveness of the financial control is actual in the Ukraine. The market environment of Ukraine has its own ways of development. Therefore, foreign methodology of developing and experience require substantial transformation and adaptation. And at the same time, it is unacceptable in domestic economic environment.

A lot of works of Ukrainian scholars such as B. Valuev, N. Vygovska [10] V. Maksimova, L. Napadovska, V. Panteleyev, S. Buchan, L. Sukhareva, V. Shevchuk are dedicated to the problem of understanding and measuring the effectiveness of the financial control in Ukraine. Most authors define "effectiveness" as the excess of benefits over costs [1, 8, 9]. 
Intensity of economic development in Ukraine requires the renewal of fools of the financial control. The Ukrainian market environment has its own ways of development. Therefore foreign methodical techniques and experience require substantial transformation and adaptation. And in some cases, the practical application of them is impossible in domestic environment.

Basic results of the research. Economic essence of the financial control effectiveness. Modern philosophical studies concerning the conceptual comprehension of the organizing measure confirm the existence and importance of the force of structure elements interaction: «activity – effectiveness – success» [7].

The theory of effectiveness distinguishes notions «effect» and «effectiveness». Obviously, the «effect» (from lat. effectus – performance, action) means a result, effect of a cause or action. An effect can be defined by mathematical, social, cost constituent. If the results of actions get a cost evaluation, an economic effect is determined. Consequently, an effect is a result of operation or action.

Paul Heyne considers that «effectiveness is a positive factor that is much paid attention by the economists. No wonder that, «effectiveness» and «efficiency» are practically synonyms. Both notions characterize resulting quality of the use of facilities for achievement of goals» [4].

A. Azrilijan defines the «effectiveness» as to have an influence or to have / produce an effect. He also specifies the concept of economic effect as an effective result of economic activity which is usually measured by a difference between a money profit from activity and money charges on its realization. Economic efficiency is a major evaluation index of effectiveness of an enterprise activity. It forms by comparison of the results of activity [6].

S. Mochernj in his Encyclopedia of Economics gives the definition: «effectiveness is ability to produce an effect, effectiveness of the process, project and others like that, that is doing the things right to provide desired result» [3, p. 508].
Thus, economic effectiveness is correlation between the effect and the costs. An economic effect is the achieved result in different forms (as a rule, it is money). That is why, defining the economic effectiveness economists very often appeal to the system of analytic indices and financial coefficients [1, 8, 9].
In regard to the financial control effectiveness, we should not confine ourself to its economic constituent. Nowadays the main task of economic regulation is not only achievement of the goals by the state organs but improvement and harmonization of socioeconomic interests that will favour the self-development of market relations. Thus, the principals of the theory of the financial control effectiveness must be revised. One-sided treatment of the control effectiveness as a result of the control procedures-task ratio is inadmissible.
Analyzing the effectiveness of the production control the costs are implied as consumable resources (tangible and intangible, money, labour and intellectual asset, time, etc.). Resources have their own unit. It allows to compare costs between different options of procedures of the control and also evaluates the effectiveness of this control over time.

We believe that the value is not only the amount of consumed resources, but also their ratio. For example, when using an aggressive strategy by the business minimization of the time of its implementation is the priority, while spending financial resources is of minor importance. For the introduction of innovative technologies is justified by high cost of intangible assets, investments in intellectual assets. In the pre-crisis situation, resources limitation, preference is given to the available workforce, work skills, creativity, patriotism and corporate spirit.

Conventionally, this category should include forced costs associated with the implementation of control procedures themselves. In particular, the loss of trade during the continuous inventory of goods in stock and trading floor; holding control procedures that require the presence of staff in off-hour and so on.

So, in general, the costs in the context of the effectiveness of the financial control can be identified and quantified.

Identification of benefits requires comprehensive approach. A quantitative assessment is not only the priority, "values" description of benefits as a result of control is also very important.

Under the Law of Ukraine «About Financial Accounting and the Financial Reporting in Ukraine» an economic benefit is potential possibility of getting money by means if using an enterprise’s assets [1, article 1]. On our opinion, the priority aims of the financial control effectiveness are not only quantitative estimation but also «value» evaluation of the benefit (the effect) according to the control results.

Whereas the effectiveness of control the absolute benefit is the level of gaining the aim of control, the completeness of tasks performance of it, enterprise management improvement, transition of management to a new qualitative level.

The criteria for advantages as a result of the control is to determine shortcomings in the organization of internal control, violations and persons responsible for them,  and to establish the areas of risk for management.

So, at first glance, the idea that the effectiveness of the control is the excess of advantages over costs is fair. However, to achieve absolute effectiveness of the control as mathematically maximal performance is impossible in practice.

The law of diminishing returns confirms that the best results can be obtained in conditions of not least costs. Positive synergistic effect is much paid attention under the dynamism of market processes. Obviously, the effect of synergistic effect is not predictable.

In addition, the adaptation of existing propositions in practice for running companies indicates the subjective performance criteria of financial control. Professor Vygovska N. proposes to apply the Delphi method for evaluation of the effectiveness [10]. In spite of the fact that the scholar offers quite clear evaluation criteria, peer review is the subjective a priori.

Investigating the effectiveness of management Podolchak N. underlines the importance of the perception of balance and imbalance interests of managers [8]. Thus, the different user groups serve different parameters of the control performance criteria. For example, for the accounting control the priority criterion is the legitimacy and credibility of mapping business transactions in accounting and reporting. For the control of the financial flows the priority criterion is an economic feasibility and legality of the financial transactions. For the monitor tax payments this criterion is completeness and timeliness of payments to the budget [5].
Thus, the concept of effective control should be considered from the standpoint of the theory and practice of management. According to the management theory the control of effectiveness is based on a combination of philosophical aspects of management:

- ontology – identifies the essence of effective control as an economic category, defines an object, subjects of the control effectiveness;
- axiology – identifies the goals and objectives of financial control, determines the desired / admissible ratio of costs and benefits of control effectiveness criteria, taking into account the interests of the user group;
- epistemology – explores the economic reality using the control procedures;
- praxeology – estimates the impact of control measures on the basis performance criteria of the control.

According to the practice of the control effectiveness it is the optimal control procedures in existing economic conditions. The effectiveness of control is being established by means of obtaining relevant information about the real conditions of management system and highlighting the segments of high economic risk.

The rate of the financial control effectiveness is influenced by the following factors:

 - general principles of organization and financial control management in Ukraine;
- rationality of organizing the control in the company,
- effectiveness of instructional techniques.

Factors of an objective activity are relevant to the first group of factors that determines the effectiveness of the financial control in Ukraine. Thus, it shows the passivity concerning performance of them.

The special feature of the Ukrainian National Economy is fundamental changes in the control legislation. The danger of this factor requires immediate response management and rapid assessment of economic consequences. The existence of contradictions, inconsistent activities, lack of coordination between tax officials, subjectivity of controllers define the risk of financial and other losses of enterprises. It concerns not only the payment of fines, costs for challenging the results of inspections, but also the loss of business reputation.

The purpose of the Tax Code of Ukraine was to systematize the statutory provision in this field and approaches to the application of tax penalties. Approbation of these new rules in practice showed normative legal gaps that require urgent solution. This led to numerous changes in the Tax Code, but did not remove the need to develop internal regulations of the State Tax Service and introduce clarity into the specific control procedures.

State of the market dynamism is an external factor which can show up slowly. The development of the national market is closely connected with general economic laws of the world economy, but it has its own characteristics. The negative factors influence management are the following: reduction of types of business transactions, lack of resources (money, labor), nonrelevant economic information for decision-making in crisis situation. To provide effective control it is necessary to be aware of a basic tendency of the national and international market development and their interrelation. If some negative long-term tendency occurs, it is in vain to expect financial favour in the market, even if the company is characterized by financial stability.

Many scientists focus on factors of internal control. We agree with the opinion of scientists who think that a major impact on the control effectiveness is a skilled personnel in the system of internal financial control. Besides in the conditions of economic relations not only professional competence, development of vocational competence, abidance by schedules and plans are important but also non-standard professional thinking, professional judgment and professional intuition and foresight, a comprehensive understanding of management. Incontestable reputation of the controller is also of great importance.

Lack of experienced personnel in the sphere of the control decreases effectiveness of the measures to improve the information system of the enterprise. It is very important for the personnel to have not only basic education and skills but also the ability and desire of self-improvement, professional competence, practical skills of working with documents, adaptation potential, resistance to stress. All these factors should be taken into account while selecting candidates for post. In addition, to maintain quality of skill level consistency in the training of personnel is necessary, ranging from university training to the professional development in the desired direction of the enterprise.

Disparity of an average salary in the country or region to qualification level is another side of the personnel problem. The reluctance of qualified personnel to perform duties for improper payments forces professionals to train for a new profession for getting higher wages. The system of motivation at the enterprise which include systematic moral and material incentives, social support of personnel, introduction of the productivity factor and others can overcome the problem. 

Generally, the factors that determine the effectiveness of the control include the structure and function of internal control. Obviously, the regularity and complexity of internal control procedures improve the quality of the reliability of management information that is based on economic decision-making. Typically, the control performance criteria include the following formal features: the existence of the developed regulations on control department, job descriptions, plans and programs of inspections, the existence of the developed test methods and measures to coordinate activities of controllers who take into account the specificity of a particular market participant. Detailed elaboration of practical approaches to controlling positively influences its effectiveness. While drawing up a comprehensive plan and program of verification experts try to cover all areas of management focusing on segments of economic risk.

However, not always compliance with these criteria ensure the control effectiveness. For example, for the micro and small enterprises the internal financial control is usually embodied in one person. For the large enterprises with geographically branched structure, both the structure of the control and exchange of information on inspection results and the validity of decisions are of great importance.

The basis of the quality of managerial decisions is the quality of information of the control system. Simplicity and transparency of information links between departments and divisions, targeting and timeliness of disclosure management and violations have positive impact.

Of primary importance for the control procedures effectiveness for coverage of its management system is the measure of the use of special software. On the one hand, the intensity of professional automated programs contributes to the system of administration development in Ukraine. In addition, professional development, raising additional funds for the acquisition, software licensing and software renovation, are required within the enterprise. The introduction of automated management programs to order or improvement well-known software products (widening, deepening, or vice versa, simplifying functionality of modules) are the alternatives for improvement of management. The maximal adaptability of the program to the internal and external environment of enterprise, responsibility of employees for the quality of products and servicing guarantee are doubtless advantages.

Relevant innovation is the introduction of electronic documents for the purpose of reporting that aims to improve the effectiveness of information processing. But not always perfect new technology, information resources, automated networks, servers, Internet connection, etc. increase the risk of late / incorrect reporting. Perhaps, with the lapse of time, these drawbacks will be eliminated. But now it is important to strengthen the control over the documents circulation, aimed at timely and efficient reporting.

In Ukraine, expert system programs are generally used in reputable audit firm. However, the problems of economic information security and unconscientiousness of its use are burning. Time limit on work in computer environment contributes to enhancing of the personalization of the responsibility.
To assess the financial control effectiveness it is important to assess the performance of controllers. In particular, the quality and completeness of proper control applications show the professional competence of a controller. It is necessary to check the order of procedures and time limit during this control. In some cases by means of interviewing participants of the control procedures.

The criterion is the assessment of the legality of commercial transactions under the control. In particular, this criterion is the completeness of coverage of legislation on management under examination, including sanctions for improper performance of them. Also, a legality verification procedures carried out by the controller of investigation is checked.

Completeness of the control plan fulfilment is a kind of an indicator of the performance of the controller. Factors of instructional techniques of the control effectiveness are usually determined by the results of operations and context of the certifications. Although the conditions for the use of the certain certifications including audit of the financial statements, sampling audit can have always the risk to be unreliable. 
Conclusions of the research. Providing the activity of the financial control effectiveness takes place in the context of the management theory and practice development. According to the management theory the financial control effectiveness is based on the combination of philosophical aspects of management. A new review of the leading conceptions of philosophy of activity, their ideas, concept-category set and methodology give possibilities to describe, research and work out adequately the modern problems of the financial control effectiveness. 

From position of the control effectiveness practice it is an optimality of the control procedures in existing business environment. The control effectiveness is not limited by the economic constituent. It implies obtaining relevant information about the real state of the control system including the problems of certain segments of high economic risk.
Identification of the factors which determine the constituents is very important  for the estimation of the financial control effectiveness. Their descriptions will allow to set optimal / admissible / actual  resources and benefits ratio to obtain a successful result.
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