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FINANCIAL STATEMENTS AS INDICATOR OF THE AUTONOMY LEVEL OF HIGHER
EDUCATIONAL INSTITUTION AND TRANSPARENCY OF ECONOMY AS A WHOLE

The article refers to research of recommendations of financial reports preparation and presentation by higher educa-
tional institutions of different countries. The author compared the structure and content of university financial statements as
well as determined correlation between informational filling of public entities financial reports and the level of democracy.
The sources of funding for three universities are compared. The paper determines the reasons of limited financial sources of
revenue for Ukrainian universities.
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Ambapusin Bikropis CamBeniBHa,
K.e.H., Ooyenm xagedpu o6nixy i ayoumy Kuiscvkuil HayionanvHuil yHigepcumenm mexHono2it ma Ousaiuy

®IHAHCOBA 3BITHICTbD SIK IHAUKATOP PIBHSA ABTOHOMHOCTI BH3
TA TPO30POCTI EKOHOMIKH B HIJIOMY

Y emammi oocniosceno sumocu 00 CkiadamHs ma nNOOAHHS 36iMi6 GUWUMU HABYALLHUMU 3AKIAOAMU DISHUX KPAiH
csimy. IIposedeno nopieHsaAHH cmpyKmypu ma smicmy QiHAHCOBUX 36iMiB, GUABIEHO 3ANEHCHICb MIXNC IHPOPMAYIUHOW Ha-
noguenicmio 36imnux goopm BH3 ma pignem oemoxpamuzayii cycninbemea. 30iticneHo nopieHsanHs 0dxicepe (iHancy8ants
VHIBepcumemie mpoox Kpait, 6CmaHo61eHo npuduny oomesicenocmi eimuusnanux BH3 y odcepenax 3anyuentns 000amxogux
¢hinancosux pecypcis.

Knrwuosi cnosa: 36imuicms yHisepcumemis, nposopicme, nyoaiuna ingpopmayis, ginancosi seimu, 0oxoou BH3.

AMOapusH Buktopus CamBesioBHA,
K.9.H., QoyeHm xagpeopwl yuema u ayouma Kueeckuil HayuOHATbHUBILL YHUGEPCUMEm MEXHON02UL U OU3AHA

OUHAHCOBASI OTYETHOCTb KAK HH/IUKATOP YPOBHSA ABTOHOMHOCTH BY30B
N MPO3PAYHOCTH 5 KOHOMMUKMU B LIEJIOM

B cmamve uccredosano mpebosanus kK COCMAGLEHUIO U NOOAYE OMYUCIOE8 SbICULUMU YYEOHbIMU 3A8EOCHUSMU PAZHBIX
cmpan mupa. Tlosedeno cpagnenue cmpykmypol U COOEPACAHUS PUHAHCOBLIX OTNUENIO8, ONPEVeNeHA 3AGUCUMOCTIL MENCOY
UHDOPMAYUOHHOT HANOIHEHHOCIMbIO omyemHblx hopm BY306 u yposnem demoxpamusayuu obwecmaa. Iposedeno cpaghe-
HUe UCIMOYHUKOS (DUHAHCUPOBAHUS YHUBCPCUMENO8 MPeX CIPAH, ONPEOeieHbl NPUYUHbL OZDAHUYEHHOCTIU OMEYeCMEeHHbIX
BY306 6 ucmounuxax npueneuenus 0ONOIHUMENbHIX UHANCOBBIX PECYPCOB.

Knioueevte cnosa: omuemnocmo yHugepCUumemos, npo3pasHoCmy, nyonusnas unpopmayus, punancogvie omuemot, 00-
xo0wl BY306.

Settlement of the problem. The reason for changing Ukrainian political regime in 2014 was the absence of
democratic reforms and direction of political vector of development to eastern authoritarian countries. Proclama-
tion of pro-European principles had caused the necessity to reformate the system of public financing and reduce
expenses for public institutions maintenance. Education field had also fallen under the scope of reforms that lead
to reduction of budgetary funding of universities up to closures. Reformation of higher education refers to autono-
my of university functioning, independence from centralized financing, market conditions for educational services
provision and real competition. Within these terms universities forced to seek for alternative sources of funding
and improve educational services. In such case experience of foreign universities regarding autonomous manage-
ment, exceedingly presented in financial statements, becomes extremely valuable for domestic educational institu-
tions. Therefore, ability to understand and analyze financial statement data becomes the cornerstone for successful
implementation of self-management principles of university activity and the source of additional cash-inflows.

Analysis of the latest research and publications. The issues of improvement of university management
efficiency and determination of additional sources of their funding were disclosed in the papers of foreign and
domestic scientists: F.Hénard, A. Mitterle [1], R. van Deuren [2], H. Coates, D. Edwards [3], Abd Rahman,
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A. A. Farley [4], O. Romanovskiy [5]. Despite significant scientific achievements in this field, the issues of
analysis of the standards of universities financial reporting and relation between the openness of public institu-
tions financial data and the transparency of economy haven’t been discussed yet, that determines the topicality
of research.

Purpose of research. The purpose of research refers to comparison of the sources of funding of different uni-
versities, as well as to searching of additional cash inflows for Ukrainian universities in terms of budget financ-
ing reduction. The aim of research is to settle correlation between transparency and accountability of financial
reports and the level of public institution openness.

Statement of research. Dramatic Revolutionary events in Ukraine changed the direction of political devel-
opment to democratic state building principles. Experience of the primary democratic civilizations enables to de-
termine three pillars of public administration — decentralization, deregulation and access to public information.

Ukrainian universities as the units of public sector also become objects of reformations of the state system
management.

The strategy of the Ministry of Education and Science of Ukraine refers to realization of the principles of
deregulation, decentralization and public information access in the field of higher education (figure 1).

The pillars of democratic public administration of higher educational
institutions
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Figure 1. Principles of democratic transformations

Deregulation and decentralization result in university autonomy and independence from budgetary disposers
and governmental officials of higher levels. Universities become self-managing business entities with reduced
budgetary funding. Accordingly, without budget incomings universities will face the problem of financial re-
sources obtaining from sources other than state budget.

The third principle, the access to public information is proclaimed in the following legal documents:

— the Law of Ukraine «On higher education»: «Decisions and activity in the field of higher education are
opened. Information on procedures and results of taken decisions business performance in the field of higher
education are of obligatory disclosure on official websites and in mass media, on information stands and in any
other way» [6, p. 79];

—the Law of Ukraine «On Access to public information»: «The right to access to public information shall be
guaranteed by information providers being under the obligation to provide and disclose information» [7, p.1];

— Order Ne166 «Certain issues of information disclosure on higher educational institutions activity»: detailed
list of data, obligated to be presented on university official websites [8].

All the determined above processes result in transformation of the structure of financial reports, which now
must disclose transparent, relevant, comparable, understandable and verifiable information. Financial reports
reflect all the changes in the sources of finance and new types of business operations in modified or principally
new reporting statements.

To determine the directions of improvement of financial reports structure to reflect political and economic
reforms, the author referred to experience of dominant universities of two most developed countries in the field
of higher education — the USA and the Great Britain.

As the objects of research the author chose three universities — Ukrainian National university of Kyiv-Mohy-
la Academy, the USA Yale University and British Oxford University.

Before studying the structure and informational content of financial reports of the mentioned above univer-
sities it’s important to learn the standards of financial reports preparation and presentation for each university.
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From the 1% January, 2016, Ukrainian universities are obligated to prepare financial reports according to the
National Public sector accounting standard 101 «Presentation of financial reports». Reporting file consists of
5 forms: Balance Sheet, Profit and Loss statement, Statement of Changes in Equity, Cash Flow statement, and
Notes to financial statement [9].

The US universities prepare financial reports according to the Statement Ne35 of the Governmental Account-
ing Standards Board «Basic Financial Statements — and Management’s Discussion and Analysis — for Public
colleges and universities». Universities are classified as special-purpose governments. Reporting file consists
of three parts: management’s discussion and Analysis, Basic financial statements and Required supplementary
information other than management discussion and analysis.

The structure of the basic financial reports depends on the type of activity and the source of funding: universi-
ties engaged in governmental activity, universities engaged in both governmental and business-type activity and
universities engaged in business activity [10].

Preparation of financial reports by British universities is regulated by the «Statement of Recommended Prac-
tice: Accounting for Further and Higher Education», which determines the structure of institutions’ financial
statements: Statement of principal accounting policies and estimation techniques, Statement of Comprehensive
Income, Statement of Changes in Reserves of the institution, Balance Sheet presenting the financial position,
Statement of Cash Flows, and Notes to the Accounts [11].

Analysis of the principles of financial reports presentation for universities enables to make an assertion, that
the structure and informational content of public institution financial report is the best indicator of the level of
democracy in the country. So far as:

1) large bulk of data, disclosed in financial reports, expresses the openness to the public and the free access
to the public information;

2) wide range of own sources of income and the excess of own receipts over budgetary incoming determines
independence and autonomy of university.

To prove the suggested above assertion the author conducted comparison of the structure and informational
content of three mentioned above universities (Table 1).

Table 1
Comparison of the structure and content of universities financial reports

Ne Feature

National university of
Kyiv-Mohyla Academy [12]

Oxford University [13]

Yale University [14]

1 2

3

4

5

Level of informa-
tion disclosure

Financial reports, budgetary
reports, public report

Managerial report, Consoli-
dated financial reports,
Notes to financial reports

Consolidated financial reports
Managerial reports

Sources of financ-
ing

Government fund (General
fund) — 63.96%

Own funding (Special fund)
—36.04%

Grants from government —
15.51%
Own funding — 84,49%

Grants from government —
6.9%
Own funding — 93.1%

3 | Financial reports

Balance Sheet
Profit and Loss Statement
Cash flow statement

Balance Sheet

Consolidated income and
expenditure account
Consolidated Cash flow State-
ment

Consolidated Statement of
Financial Position
Consolidated Statement of
Activities

Consolidated Statement of
Cash Flows

Notes to Consolidated Finan-
cial statements

dence

of general and special funds
are planned and approved by
the Treasury officials

business-type activity

4 | Budgetary reports | 6 budgetary reports Not prepared Not prepared
5 Notes to financial Not prepared 35 Notes 14 Notes
reports
Financial and operating activ- . .
. : Massage from the Vice Presi-
ity analysis, governance state- .
. . dent for finance and Business
Managerial . ment, Statement of internal . .
6 Public report . operations, financial results
reports control and risk management, . .
o analysis, Report of independent
Independent auditor’s report, .
L auditors
Strategic risk management
Institution is totally account-
able to disposers of higher . . .
. ) University is totally indepen- . -
Level of indepen- | level; revenues and expenses A . University is totally autono-
7 dent institutions engaged in

mous
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For better understanding the differences in the sources of funding and types of business operations performed
by universities, the author compared the sources of their funding and the share of each source in total revenues
(Table 2).

Conclusions. Compared in the table 1 structure of financial reports of three objects of analysis explains
differences in information bulk, disclosed by Ukrainian and foreign universities. The core indicator of public
institutions closeness is the absence of notes and managerial reports. Numerous budgetary reports show off ac-
countability and dependence from budgetary dispositions.

Table 2
Universities sources of funding

National university of | Oxford University, % | Yale University,

Ne Source of revenue Kyiv-Mohyla Academy, % | (total — 1782,8 million | % (total — 7408,75
(total — 4,8 million dollars) dollars) million dollars)
$ % $ % $ %
Governmental activity:
1.1. | Funding Grants (governmental fund) 3,07 63,96 276.,5 15,51 511,2 6,9
2. | Business activity: 1,73 36,04 1506,3 84,49 6897,55 93,1
2.1. | Academic fees 1,2 25,03 358,16 20,09 287,46 3,88
2.2. |Research grants and contracts - - 726,14 40,73 671,23 9,06
2.3. |Publications income - - 75,24 422 31,86 0,43
24 Resid;nce, catering, conferences and B B 72.74 4,08 B _
other income
2.5. | Endowement and investment income - - 46 2,58 5170,57 69,79
2.6, |Other income (donations, royalty income, | 5 11,01 228,02 | 1279 | 73643 | 9,94
income from operation lease etc.)

Sources of data: [12, 13, 14]

Almost total dependence of domestic university on budgetary funding is substantiated by the data in the
Table 2: for 63,96% the Academy is financed from governmental fund and only for 20,09% from special fund
(tuition fee). To compare, only 1/6 of Oxford cash inflows refer to state order, the rest sum — business activ-
ity results (40% goes to research grants and contracts). Revenues of Yale university seem to be unbelievably
enormous for Ukrainian university managers and personnel so far as 93,1% of all revenues come from business
activity, among which investment operations take 75% or 5170,87 million dollars.

Obviously, Ukrainian universities won’t reach the level of autonomy of foreign colleagues. Nevertheless infor-
mation seizing on the mechanism of self-management, disclosed in financial reports, enables to do autonomy busi-
ness activity, based on foreign universities positive experience. Talking about public information openness in dem-
ocratic country, the characterized above legal documents enforce domestic universities to disclose more financial
data to make their activity transparent, accountable and verifiable for the tax payers and potential investors, while
the structure of university financial reports must be modified and disclosed as for self-managed business entities.

References:

1. Hénard F. Governance and Quality Guidelines in Higher Education [Electronic source] / F. Hénard, A. Mitterle.
— Access mode : http://www.oecd.org.

2. Deuren R. van. Capacity Development in Higher Education Institutions in Developing Countries [Electronic
source] / R. van Deuren. — Access mode : http://www.msm.nl.

3. Coates H.. Profiling Diversity of Australian Universities [Electronic source] / H. Coates, D. Edwards,
L. Goedegebuure, M. Thakur, E. van der Brugge, F. van Vught. — Access mode : http://www.lhmartininstitute.edu.au.

4. Rahman A. A. Funding Crisis in Higher Education Institutions: Rationale for Change / A. Rahman, A. A. Farley,
F. M. Naidoo. — Asian Economic and Financial Review. — Ne 2(4), 2014. — P. 562-576.

5. Pomanoscbkuii O. O. deHoMeH miIprHeMHHITBA B YHIBepcuTeTax cBity : MoHorpadis / O. O. PomaHOBCHKHIA.
— Binnung : Hosa Kuaura, 2012. — 504 c.

6. 3axoH Ykpaiau «IIpo Bumty ocBitTy» : npuiiHATHI BepxoBHoto Pamoro Yipainu Ne 1556-VII Bix 01.07.2014 p.
[Enextponnnii pecypcl— Pexwum nocrymy : http://zakon.rada.gov.ua.

7. 3akon Ykpainu «IIpo moctyn mo myosiunoi iHpopmarltiin: Bepxosua Paga Ykpainu; 3akon Bix 13.01.2011 p.
Ne 2939-VI.

8. Haka3 «/lesiki muTaHHs ONMPHIFOMHCHHS iH(OpMAaIii PO MiSUTBHICTh BUIIUX HABYABHHUX 3aKIIAiBY» : MIPUUAHS-
THit MinicrepcTBOoM OCBiTH 1 Hayku Ykpainu Ne 166 Bin 19.02.2015 p. [Enexrponnuii pecypce]. — Pexxum nocrymy :
http://old.mon.gov.ua/ua.

9. HamtionanpHe monokeHHs (CTaHAapT) OyXraaTepchKoro oomiky B AepkaBHOMY cekTopi 101 «Ilomanust ¢inan-
COBHX 3BITIB» : 3aTB. Haka3oM MinictepcTBa (inanciB Yrpainu Ne 1541 Bix 28.12.2009 p. [Enekrponnuii pecypc]
— Pexxum nocryny : http://zakon.rada.gov.ua.

Hayxosi 3anucku Hayionanvnozo ynieepcumemy « Ocmpo3svka akademisy, cepia «Exonomixay, sunycx 1(29), 2016 p. 131



© V. 8. Ambarchian ISSN 2311-5149
OBJIIK, AHAJII3 TA AYIUT

10. Statement Ne 34 of the Governmental Accounting Standards Board «Basic Financial Statements — and
Management’s Discussion and Analysis — for State and Local Governments» / Governmental Accounting Standards
Series. — Ne 171-A. — June, 1999. — 403 p.

11. Statement of recommended practice: Accounting for further and higher education / Universities UK. — July
2014. — 80 pp.

12. dinancoBa Ta OrompkeTHa 3BiTHICTH HanioHanbsHoro yHiBepeurety «KueBo-Mormisinebka Akanemis» 3a 2014 p.
[Enexrponnnii pecypc]. — Pexxnm noctymy : http://www.ukma.edu.ua.

13. University of Oxford. Financial Statements 2013/14 [Electronic resource]. — Access mode : http:/www.ox.ac.uk.

14. Yale Financial report 2013—-2014 [Electronic resource]. — Access mode : http://finance.yale.edu.

132 Hayrosi 3anucku Hayionanvroeo yHisepcumemy « Ocmposvka axademisny, cepis «Exonomikay, sunyck 1(29), 2016 p.



