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In the article is discovered that one of the reasons for the lack of competitiveness of economic entities in Ukraine is a poor quality of status of the institutional
environment. As a result of the author’s own research, the necessity for definition and approaching to auditing as an audit institution has been substantiated.
In this regard, the relationship of the process of establishing an audit institution with institutionalization of the concept of auditing quality is taken into consid-
eration. According to the results of the analysis, carried out by the author, directions for ensuring the auditing quality through a modern system of institutional
regulation of the auditing activity have been formulated. The article substantiates the conclusion that importance of the institutional relations for the auditing
activity participants is that they are the primary mechanism for satisfaction and harmonizing diverse interests that depend on their objectives, experience, and
the knowledge acquired.
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Bacuntok M. M. I[HcmumyyioHanbHuli nioxid do akocmi diaaeHocmi
cy6’ekmie aydumy

Y cmammi 3’Aco8aHo, wio 00Hiero 3 Mpu4UH HedocMamHb0i KOHKYPEHMOCHPO-
MOMHOCMI cy6’ekmis 20cno0aprosaHHa 8 YKPaiHi € He8UCOKA AKICMb CMaHy
iHcmumyyioHanbHo20 cepedosuwa. 3a pe3ynbmamamu asmopcbKo20 00Csi-
03ceHHsA 06rpyHMoBAHO HeobXiOHiCMb 8U3HaYeHHA ma nidxody Ao aydumop-
CbKoi difnbHOCMI AK 00 iHcmumymy ayoumy. ¥ 38’a3Ky 3 yum po32a90aembca
B830€MO38’A30K MPOUECY CMAHOBAEHHA iHcmumymy ayoumy 3 iHcmumyuyiani-
3ayjeto noHAMMA AKocmi ayoumy. 3a pe3ynbmamamu nposedeHo20 GHANI3y
a8Mopom ChopMynb08aHi HANPAMKU 3a6e3medeHHs AKocmi ayoumy yepe3
Cy4acHy cucmemy iHcmumyuitiHozo pezyntosaHHs ayoumopceKoi disnbHoOCMi.
06rpyHMOBAHO BUCHOBOK, WO 3HAYEHHS IHCMUMYUiOHANbHUX BIOHOCUH 015
Y4ACHUKIB ayOumopceKoi QisnbHOCMI M0AA20E 8 MOMY, WO BOHU 8uCMyna-
10Mb 20/108HUM MEXQHI3MOM 300080/1€HHA MA Y3200 EHHA PI3HOMAHIMHUX
iHmepecis, wio 3anexcams 6id ix memu, doceidy ma HabYyMux 3HaHe.
Kntouosi cnosa: iHcmumyuioHaneHul nioxio, akicme aydumy, iHcmumym
ayoumy, KoHuenuia ayoumy, 3abe3ne4eHHs aKocmi ayoumy, ayoumopceka
disnbHicms, npogpecilie pezynto8aHHs, iHcmumyuyioHansHe cepedosuule.
Puc.: 1. Taba.: 1. bi6n.: 16.
Bacuntok Mapia MuxaiinieHa — KaHOUOGM eKOHOMIYHUX HayK, 0OyeHm
Kagedpu obaiky i aydumy, Mpukapnamcbkuli HayioHanbHUl yHigepcumem
im. B. CmegpaHuKa (8yn. LLles4erka, 57, lsaHo-®parkiscek, 76018, Ykpaita)
E-mail: v.mariya69@mail.ru

ne of the main factors determining the level of mar-
ket economy development, the competitive posi-
tion of business entities and ensuring their eco-
nomic security, as international experience demonstrates, is
the institutional environment, which, provided its effective
formation, acts as a stimulating factor for the development
of entrepreneurship. Institutional environment, in particu-
lar that of audit, represents a set of legal, political, social,
ethical, organizational, economic institutions, which have a
direct impact on the quality of audit services. In the process
of further improving the system of the legal and profession-
al regulation of audit activities an increasing importance is
given to the issues of the institutional approach to assessing
the quality of the auditing entities’ activity.
Organization of the system for ensuring quality of
audit services and satisfying the needs of society also re-

302

Y/IK 657.6:338
Bacuntok M. M. UHcmumyyuoHanbHeili nodxod K Kayecmey
desmenbHocMu cybvekmoe ayduma

B cmambe 8blAcHeHo, Ymo 00HOU U3 npu4vuH HedocmamoYHol KOHKypeHmo-
crnocobHocmu cy6bekmos X03alicmeosaHus 8 YkpauHe A8emca He8bICoKoe
Ka4ecmeo cocmoaHuA UHCMUMyyuoHansHol cpedbl. B pesyasmame asmop-
K020 uccnedogaHus 060cHo8aHA Heobxodumocmes onpedeneHus u nodxoda
K ayoumopckoli desmenbHOCMU Kak K uHcmumymy ayouma. B cessu ¢ amum
paccmampusaemca 83aUMOC8A3b MPOYECCa CMAHOBAEHUA UHCMUMyma ayou-
ma ¢ uHcmumyyuanusayued moHAMUsA Kayecmaa ayouma. 1o pesyasmamam
posedeHH020 aHA/U3A ABMOPOM CGOPMYUPOBAHbI HaNpasseHus obecre-
YeHus Kavecmea ayouma Yepe3 CospemMeHHy0 cucmemy UHCMUMYUUOHAb-
HO20 pezynuposaHus ayoumopckol deamenbHocmu. O60CHOBAH 861800, Ymo
3HQYeHUe UHCMUMYUUOHA/bHBIX OMHOWeEHUl 0/18 y4aCmHuUKoe ayoumop-
cKoli deAmesnbHOCMU 3aKAKYAeMCA 8 MOM, YMO OHU 8bICMYNAKOM 21ABHLIM
MEXaHU3MOM y008/1eMBOPEHUS U CO2AACOBAHUSA PA3HO0OPA3HbIX UHMEPECOs,
Komopble 3a8ucam om ux yenu, orbima U npuobpemeHHbiX 3HaHU(.
Knroyesble cnosa: uHCmMumyyuoHabHbIl Mooxod, Kayecmso ayouma, uH-
cmumym ayouma, KoHyenyus ayouma, obecneveHue Kayecmea ayouma,
aydumopckas desmenbHOCMb, MPOPeccUOHabHOe peynuposaxue, UHCMU-
myyuoHaneHas cpeda.
Puc.: 1. Taba.: 1. buba.: 16.

Bacuntok Mapus MuxalinogHa — KaHOUOGM 3KOHOMUYECKUX HAYK, O0yeHm
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quire improvement of quality control over the activity of
audit companies and auditors, moreover, the definition
of the status of audit as a link between the state and civil
society, its institutional characteristics, systemic and sub-
ject content provides an opportunity to identify audit as a
kind of economic and institutional model. Today one of the
main reasons for the low competitiveness of businesses in
Ukraine is a low quality of the condition of the institutional
environment. The institutions, which are the basis of the in-
stitutional environment, impose certain restrictions on the
behavior of individuals while expanding their opportunities,
stabilize and accelerate economic activity.

From a theoretical point of view the issue of using
the institutional approach to assess the quality of activ-
ity of auditing entities was not sufficiently studied, but it is
growing in popularity due to the relevance of problems of
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audit quality. An important contribution to the audit devel-
opment was made by such well-known western scholars as
E. Arens [1],]. Juran [3], R. Dodge [4], D. Carmicheal [7]; do-
mestic scientists: P. Kalyta [6], A. Melnyk [11], N. Shalimova
[16], O. Seleznov, A. Olhovykova, O. Gyk, T. Sharashidze,
L. Yurkivska, O. Kulikov [12], O. Redko [14], and Russian
researchers: A. Glychev [2], G. Krylova [9], S. Sukharev [15],
and others. The results of studies in the theory of auditing
form a solid basis for the development of practical meth-
ods for assessing the audit quality. In the works of A. Arens,
F. Defliza, ]. Lobbek [1] and other scientists the problem of
content and functions of audit is considered. At the same
time, scientific developments of the issue of institutional
environment and its impact on the quality of audit services
are fragmentary and associated typically with problems of
reliability and efficiency of its control.

The aim of the article is to study and adequately re-
flect the current practice of the institutional approach to as-
sessing the quality of activities of independent auditors and
outline prospects for further development in the direction
of quality improvement.

uring the transition period in domestic auditing

practice there was formed a structure of the insti-

tutional environment, which has not lead to im-
provement of the economic and social state in the country.
It should be noted that a properly formed institutional en-
vironment provides stable rules of conduct for market enti-
ties, which results in a significant simplification of informa-
tion and financial exchange between market players and the
external environment. In the economic literature there are
various definitions of institutional environment, namely:

+ institutional environment is a set of fundamental
social, political and economic regulations that re-
strict human behavior [15];

+ institutional environment as a clearly ordered set of
institutions that define frame conditions of the func-
tioning and developing of economic entities [11].

Providing conditions of common life activities of
economic entities is determined by the function of the in-
stitutional environment. Today we can distinguish two ap-
proaches to creating an audit regulatory framework:

+ state legislative initiatives and state regulation;

+ legislative initiatives of professional organiza-
tions and provision of regulation together with the
state.

The first type of approach to audit regulation is char-
acteristic for countries of continental Europe and Russia.
The essence of the approach is that the state itself develops
and approves legislative acts and norms regulating audit ac-
tivity; performs registration of auditors and auditing com-
panies, and control over their activities.

The next type of approach is followed by Britain, the
US and some other countries, so it is called “the Anglo-
American approach” The main feature of this approach is
that the process of regulating activities is made at the initia-
tive public organizations. In the national practice the regu-
lation of audit activity is carried out in accordance with the
Anglo-American approach.
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mong institutional factors that affect the economic
stability of domestic enterprises a significant place
is occupied by the indicator of the audit quality and
effectiveness of audit services. Requirements to quality at
the international level are set by the standards, including
ISO 9000 International Organization for Standartization
[6]. Considering the impact of the institutional environment
on the audit quality, firstly of all, it is necessary to define
the concept of quality of audit and audit services. A number
of experts [3, 4, 9] interpreted the concept of “quality” in
the economic literature as the level of product compliance
with the standards and specifications that allow to satisfy
specific needs in costs, that is quality reflects the ability of
the product to perform a specified function. So, quality of
the audit practice should be understood as the maximum
satisfaction of information needs of users by results of au-
diting work, services and accompanying activities under the
requirements of the current legislation of Ukraine, ISA and
the Code of Ethics for Auditors [5]. Our studies make it pos-
sible to assert that ensuring a high audit quality requires:
+ a high level of education and professional experi-
ence of employees in the accounting sphere;
+ compliance with relevant standards of the audit
methodology;
+ ethical professional conduct;
+ creation of a credible disciplinary mechanism,
which responds to complaints and problems;
+ application of a systematic and effective approach
to ensure quality auditing.

When analyzing the institutional environment, there
should be mentioned the following its components that af-
fect the audit quality, [11]:

+ organization of auditing management in Ukraine;

+ legal regulation of auditing that reflects the state
of the legal framework in the country considered
from the perspective of legislation development,
its stability and efficiency in the regulation of eco-
nomic relations in society;
organization of internal auditing;

+ professional audit support.

Regarding the influence of the institutional environ-
ment on audit quality, we have found that, taking into ac-
count national specificities, it is impossible to build a mixed
model of audit institution in Ukraine today, because there
are certain constraints, one of which is the impossibility
to provide for mandatory membership in one professional
organization, while there are more than 15 professional as-
sociations in the country. In our opinion, a private model
can be applied as a transitional model for building audit in-
stitution in Ukraine. According to the proposed model, the
Auditing Chamber of Ukraine is the body of public supervi-
sion (Fig. 1).

In our opinion, the body of public supervision should
be managed not by practicing individuals who have knowl-
edge in the fields related to the mandatory audit. We propose
that professional organizations would delegate the issues of
certification of auditors and audit quality control that do not
belong to the competence of the Professional Council for
Supervision. However, the supervision of activities of pro-
fessional organizations should be carried out by the Profes-
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Auditing Chamber of Ukraine

Head of the Auditing
Chamber of Ukraine

Secretariat of the Auditing

Chamber of Ukraine

Y 2 2

2 Y Y

Commission Commission Commission
on Certification on Auditing on Monitoring
and Education Standards and Legislative

of Auditors and Practices Regulation

of Auditing

Professional Quality Disciplinary
Council for Public Control and Commission
Supervision Professional
Ethics
Commission

Inspection Audit
Council

Fig. 1. The model of audit institution in Ukraine

Source: systematized on the basis of [10].

sional Council for Supervision of the Auditing Chamber of
Ukraine [10]. Currently the domestic market of audit ser-
vices is mostly dominated by small and medium-sized au-
diting companies. In addition, the experience shows that the
problems on the organization and functioning of the internal
control of auditing quality at small auditing companies in-
clude: organizational problems, problems of development of
its methodological framework, etc. In this regard, it seems
that for small audit companies the most optimal realization
of the organization and functioning of the system for inter-
nal control of auditing quality in terms of costs and the final
result will be documented guidelines on principles and pro-
cedures of auditing quality control, their analysis and evalu-
ation. In accordance with the Law of Ukraine “On Auditing’,
the Audit Chamber of Ukraine has the authority to monitor
the observance of professional standards and standards of
professional ethics by auditing companies and auditors. In
this direction, the Auditing Chamber of Ukraine uses a sys-
tem for ensuring auditing quality, elements of which perform
clearly defined functions of the organizational structure of
the quality assurance system (TbL. I).

Auditor independence is ensured above all by strict
compliance with the rules of professional conduct, based on
the Code of Ethics adopted by the International Federation
of Accountants. According to the EU requirements, to en-
sure the independence and quality of auditing, the rules of
professional ethics should be complemented by the follow-
ing provisions:

+ auditor independence should be observed both
during auditing and other services;

+ the auditor must report all possible threats of loss
of independence and take necessary measures to
reduce the risk of loss.

Control of audit quality, in our opinion, should be
socially oriented through the establishment of special com-
missions for quality control.

In particular, the control of audit quality is understood
as a set of methods and procedures used to determine the
compliance of audit companies and auditors with established
quality criteria. Accordingly, the purpose of audit quality con-
trol is considered as ensuring compliance of audit companies
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and auditors with the established quality criteria [1]. The sys-
tem of audit quality control in Ukraine is formed by the Au-
diting Chamber of Ukraine and includes: regular reporting of
audit activity approved by the Auditing Chamber of Ukraine;
monitoring the quality of audit services, additional proce-
dures to ensure quality control and disciplinary measures on
the control results; informing the public about the system of
audit quality control in Ukraine [3]. However, the current sys-
tem of audit quality control is only in the process of establish-
ing and does not preclude its further transformation toward
greater economic responsibilities of auditors. In order to en-
sure an effective control of the professional services provided
by the auditor the following steps should be taken:
+ carrying out requirement planning of audit staff;
+ choosing the responsible person for appointment
of staff for provision of audit services;
+ approving the audit schedules and appointment of
staff.

Note that the present system of normative-legal au-
dit regulation in Ukraine is emerging as the process of de-
termining the rights and duties concerning audit activities,
defining the role and functions of public organizations. The
value of institutional relations for participants of audit ac-
tivities is that they are the main mechanism of harmoniz-
ing the diverse interests depending on their goals, existing
experience and accumulated knowledge, always on a legal
basis. This process is based on the fact that every participant
of institutional relations in coordination with other interests
based on their resources, knowledge and experience, as a
result enters into contracts on audit services. It should also
be noted that institutional relations play a key role in the life
of any community of people, and their lack has a negative
impact on the economy as a whole.

CONCLUSIONS

The critical analysis of the results of the conducted
studies gives grounds for the following conclusions. Given
the demands of today’s requirements, the audit institute in
Ukraine successfully completed the phase of formal forma-
tion, however, it needs serious reforming in accordance with
modern international requirements and provisions of general
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Table 1

The organizational structure of the system for ensuring audit quality [13]

Elements of the structure

Functions

The Auditing Chamber of Ukraine

fessional ethics

- Monitoring the quality assurance system;

- considering and making decisions (on the proposal of an authorized Commission of the Au-
diting Chamber of Ukraine) on the results of external inspections of systems of control over
the quality of auditing companies and auditors;

- taking appropriate measures to achieve the compliance of the quality assurance system
with the requirements of the Law of Ukraine “On Auditing’, auditing standards, norms of pro-

Assurance;
Commission of ACU for Quality
Control and Professional Ethics

- Carrying out the control and coordination of the work of the Committee on Audit Quality

- promoting introduction and observance by auditors of norms of professional ethics;

- monitoring the quality of audit and related services;

- investigating complaints, appeals on the facts set out in them as to observance by auditing
entities of legal requirements, norms and standards of auditing and professional ethics

Committee on Audit Quality Control

further violations

- Providing the planning and organization of conducting external inspections of systems
of control over the quality of auditing companies and auditors;

- checking and monitoring the results of external inspections of quality control systems,
analysis of violations by auditing companies and auditors of professional requirements
regarding the quality of auditing and other additional procedures on quality assurance;

- summarizing the results of inspections and issuing general recommendations to prevent

Authorized controllers

Independent individuals who have concluded civil-law contracts with the Committee on
Quality Control on the implementation of external inspections of systems of control over the
quality of auditing companies and auditors in accordance with the Regulation on external
inspections of the quality control system

Authorized Quality Control
Organizations

quality control system

Recognized by the Auditing Chamber of Ukraine public associations and professional orga-
nizations who have signed with the Committee on Quality Control the agreement on the
implementation of external inspections of systems of control over the quality of auditing
companies and auditors in accordance with the Regulation on external inspections of the

Chamber of Ukraine;

Disciplinary Commission

- Considering materials of disciplinary proceedings based on the results of external inspec-
tions of systems of control over the quality of auditing companies and auditors and facts
of evasion form external inspections, the results of complaints and appeals to the Audit

- preparing for the Audit Chamber of Ukraine respective draft decisions on the application

of penalties for auditors (auditors);

- monitoring of violations by auditors (auditing companies)of the requirements of the current
legislation of Ukraine, audit standards, norms of professional ethics and decisions

of the Auditing Chamber of Ukraine;

- summarizing the practice of the Auditing Chamber of Ukraine of imposing penalties

on auditors (auditing companies) for the improper performance of their professional duties;

- informing about the requirements for the quality of auditing, as well as the results of the
work of Commission the professional community and the public

developments of the EU. The analyzed in the study experience
of building the audit institution in some countries proves that
the selection of a particular model of building the audit insti-
tution was influenced by the historical features of the devel-
opment of the audit profession and experience gained. We be-
lieve that the strategy for the development of audit in Ukraine
requires a combination of state control structures, including
an independent audit, into an integral national control system
that would cover the above-mentioned critical aspects of the
operation of economic systems. u
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