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THE ROLE OF FINANCIAL MANAGEMENT
AND QUESTIONS OF DEVELOPMENT
OF ITS MECHANISMS IN THE MODERN PERIOD

Hospy3osa Hypis 3aKkup Kusm,
AOKTOpAaHT, A3zepoarixaHcsKuH YHIBepcurer Koonepayii

POAb ®THAHCOBOTO VYIIPABATHHSA TA IUTAHHSA PO3BUTKY HOTO MEXAHI3MIB Y
CYHJACHOMY ITEPIOAI

The topic of financial control over business activities is discussed in this article. The author focuses on financial
management methods in the modern context, the use of information technology fo improve the control system,
auditing, and challenges with electronic auditing, and other fopics. Strengthening control over the use of budget
funds, increasing tax system transparency, confinuing changes to improve tfax culture, bolstering positive trends
in the country’s Chamber ofAccounts’activities, simplifying budget classification, and raising public awareness
will all help improve the efficiency offinancial controlmechanisms and reduce corruption risks, according to the
article.

Azerbaijan’'s current economic scenario is marked by frequent changes in the external and internal
environments of businesses. Many businesses are compelled to operate under a shortage of credit resources,
discrepancies in domestic reqgulation, and other factors. As a result, a priority factor in the formation of their
competitiveness is effective financial decision-making in financial management, including effective financial
decision-making, financial resource distribution and redistribution, and cash flow of the corporation, which should
be based on comprehensive control, ensuring the targeted nature of distribution and a certain rate of refurn on
Invested capital.

Financial management and control systems based on outdated accounting and analysis methods, as well as
planned and factor analysis, make it impossible to produce reliable results. Modern circumstances necessitate a
qualitative shift in financial control as a foundation for ensuring the implementation of the levers of the
corporation’s financial management mechanism, including forecast indicators and the attainment of the
corporation’s stralegic goals and objectives. Internal financial control is a critical component of the financial
management system formaking and implementing successful management decisions. It must be implemented
at all levels of management to ensure high-quality management outcomes. Internal corporate financial control
aims to adjust the corporation’s production and management systems to the changing external environment,
achieving target financial performance indicators, and maintaining the corporation’s financial position in
Iindustrial markets. As a resull, a successful firm must have a well-established financial management system,
which is a guarantee of a company's success in a competitive environment.

The paper concludes with generalized findings about the subject under consideration.

Y crarri po3rasgaarorsca mHTaHHS HJOAO (PIHAHCOBOro KOHTPOAIO AIIABHOCTI mipampreMcTB. Cepea A0CAIA-
JKEHHX acleKTIiB aBTop IIPHAIASIE 0COOAHBY yBary MexaHizmMaM @iHaHCOBOro ynpaBAIiHHS 3a CYy4dCHHX YMOB,
IHpopMayIHHI TEXHOAOTII Y BAOCKOHAAEHHI CHCTEMH KOHTPOA, AYAHT, IHTAHHS 3a CTOCYBAHHSA eA€eKTPOHHOIO
ayAnTy romjo. Y crarri HaroAomyeTbcs, o I0CHAEHHS KOHTPOAI 3a BHKOPHCTaAHHIM OFOAXETHHX KOIITIB,
HIABHIEHHS IPO30POCTI MOAATKOBOI CHCTEMH, ITIPOAOB)XEHHS 3MIH IJOAO ITIABHIJEHHS TOAATKOBOI KYAbTYDH,
MOCHAEHHS MO3UTHBHHUX TEHAEHLIH y AIIAbHOCTI PaxyHKOBOI TaAaTH KpaiHH, cIpoIjeHHS OF0AJKETHOI KAaCcHg-
IKanii, a TaKko>X mMiABHIJEeHHST 00I3HaHOCTI rPOMaACbKOCTI AOITOMOXYTh HIABHIHTH €()eKTHBHICTh MEXaHI3MIB
IHAHCOBOro KOHTPOAI Ta 3HH)KEHHS KOPYITIHHHUX PH3HKIB.

Iloroura eKOHOMIYHAa CHTYalisa B A3epOarikaHi XapaKTepPH3Y€E€ThCS IOCTIHHUMH 3MIHAMH 30 BHILIHbOIO Td
BHYTPIIIHBOTO CEPEAOBHILA ITIAIIPHEMCTB. bararo miAnprueMcTB 3MyIIIeH] IPafioBaTH 3d YMOB HECTa¥l AOCTYIT-
HHX KPDEAHTHHX PECYPCIB, HEBIAITOBIAHOCTEH Yy BHY TPIIIIHbOMY 3dKOHOAABCTBI Tomjo. ToMy npiopHTEeTHHUM YHH-
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HHKOM ()OpMYBaHHA IX KOHKYPEHTOCIIPOMOKHOCTI € e()eKTHBHEe IIPHHAHITTA (DIHAHCOBHX PIlII€Hb y (PIHAHCOBO-
MY MEHEAXKMEHTI, TOOTO e(heKTHBHE NPUHHITTS (DIHAHCOBHX PILICHb, PO3IMOAIA Ta IEPEPO3INOAIA PIHAHCOBHX
PecypciB, pyx KowITIB Kopropayii, o Mae rpyHTYBaTHCS Ha BCEOIYTHOMY KOHTPOAI, Ijo 3abe3meqye ilecps-
MOBaHHH XapaKkTep PO3MOAIAY Ta IEBHY HOPMY IMIPHOYTKY Ha BKAdA€HHH KamiTaA.

Meroan ¢piHaHCOBOro MEHEAKMEHTY Ta KOHTPOAIO, 3dCHOBAaHI Ha 3dCTaPIAHX MeTOAax OyXraiTepcbKoro
00AIKy Ta aHaAi3y, & TaKOJX MAaHOBOro Ta (paKTOPHOTo aHAaAI3y, HEe A03BOASIIOTh OTPHMAaTH AOCTOBIDHI DE€3yAb-
raru. Cy4acHi yMOBH AHKTYIOTh HeOOXIAHICTh IKICHOI 3MIHH (piIHAHCOBOIr0 KOHTPOA SIK OCHOBH 3 METOI0 3a0€e3-
HneYyeHHs peari3alii BaxeAiB MexaHIi3My (PIHAHCOBOIo yIIpaBAIHHA KOpIiopayil, y TOMy YHCAI IPOTrHO3HHX I10-
Ka3HHKIB Td AOCATHEHHS CTpaTeridYHuXx [jired 1d 3aBAdHb PO3BHTKY KOpHopanii. BHyTpIlIHIH (piHAHCOBHH KOH-
TPOAB € BaA)KAHBHM €AeMEeHTOM CHCTEMH (PIHAHCOBOI0 MEHEAKMEHTY AAS IPHHAHITTA Ta peaaizalii eqheKTHB-
HHX yIpaBAIHCBKHX pIillIeHb Ta Ma€ IPOHUKATH Ha BCI pIBHI yrIpaBAIHHS, 3a0e311e4yI0 Y1 BHCOKOSIKICHI pe3yAb-
TaTH yIIPABAIHCBKOI AITABHOCTI. TaKuM YHHOM, BHYTPIIIHIA KOPIIOPATHBHHH (DIHAHCOBHH KOHTPOAB CIIPSIMO-
BaHHIH Ha aAanTalilo BUPOOHUYO0I Ta ylIpaBAIHCHKOI cucTeM Kopropayii Ao MIHAHBOT0 30 BHIIIHBOI'0 CEPEAOBH-
ja, AOCITHEeHHS [IAbOBHX ITOKA3HHKIB (PIHaHCOBOI AIINBHOCTI Ta cTa0IAbHE (DiHaHCOBe CTaHOBHII[e KopIiopaii
Ha IPOMHCAOBHX pHHKax. TomMy eqpeKTHBHA KOMIIAHISI MOBHHHA MaTH YITKO HAAAroA>KeHe ()IHaHCOBe yIIPaB-

AIHHS, IO B YMOBAaX XOPCTKOI KOHKYpeHLII € rapaHTIeIo ycrimHOi AIIAbHOCTI OYAb-IKOro IIIAIIPHEMCTBA.
Hanpukiagi crarri IoAaHoO y3aralbHeHI BUCHOBKH 3 AOCAIAKYBAHOI TEMH.

Keywords: financial management, audit, electronic auditing, innovative auditing, the business environment, tax

control, and new technology

K406t caoba: inancobuii menedxmenm, ayoum, eaexmponnuii ayoum, innobayiunui aydum, 6i3nec-cepedo-

buwe, nodamxobuit konmpoawv, nepedobi mexnorozii.

PROBLEM STATEMENT
The rising engagement of industrial businesses in the
country's economy, particularly in the development of the
energy sector, has a multiplier effect on the development of
financial control in Azerbaijan's national corporations under
present economic conditions. Financial management aims
to make it easier for firm leaders to implement financial
Folicies they have devised and adopted by organizing
inancial and information resources to give them a realistic
picture for an effective decision-making. The enhancement
of commercial operations and the growth of efficiency in
the development of industrial businesses allow them to
occupy the most advantageous position in front of investors
and creditors.
An "open" corporation ensures successful corporate
financial management and sets circumstances for effective
management of personnel, shareholders, and regulators.

ANALYSIS OF RECENT RESEARCH
AND PUBLICATIONS

The topics of financial management and control were
extensively discussed in the work of V. Novruzov "Audit in
Azerbaijan: from formation to international standards," and
"Audit" written by E.M. Lebedeva. The similar issues were
also addressed in the works of Asadova A., Ildamanova A.S.,
and others.

PURPOSE OF THE ARTICLE
Analyze the specifics of the financial position at
Azerbaijani firms in the modern context and make
recommendations for further enhancing the process while
keeping important duties in mind.

PRESENTATION
OF THE KEY MATERIAL

Introduction
The organization of financial control, taking into
account new quality criteria, is critical in order to improve
the efficiency and transparency of the corporate
environment in developed nations, including Azerbaijan, in
order to solve national and global development concerns.
Increasing business efficiency currently necessitates a

comprehensive solution to problems caused by external and
internal factors, such as changes in the macroeconomic
situation, the impact of international financial and economic
processes on the country's economy, increased competition
in domestic and international markets, and the use of
financial management mechanisms, all of which contribute
to the formation of a new approach to business management.
In this regard, it is vital to investigate the function of audit
services, internal control, and other financial management
systems, which are widely used throughout the world and
have greatly strengthened their regulatory positions in all
sectors of the economy.

Increasing business efficiency currently necessitates a
comprehensive solution to problems caused by external and
internal factorssuch as macroeconomic changes, the impact
of international financial and economic processes on the
country's economy, increased competition in domestic and
international markets, and the use of financial management
mechanisms, all of which contribute to a reduction in
business efficiency. In this regard, it is vital to investigate
the function of audit services, internal control, and other
financial management systems, which are widely used
throughout the world and have greatly strengthened their
regulatory positions in all sectors of the economy.

The importance of financial management
mechanisms in the modern context

It should be highlighted that the level of economic
development and the construction of democratic institutions
are both closely tied to increased openness. Strengthening
budgetary controls, increasing tax system transparency,
continuing to change tax culture, bolstering positive trends
in the Accounts Chamber's activities, simplifying budget
classification, and raising public awareness are all ways to
improve the effectiveness of financial controls and reduce
corruption risks.

Issues such as regular implementation of legal,
administrative, and institutional procedures, financial
discipline, proper money allocation, and increased economic
efficiency are particularly significantin thisregard. Itis also
critical to increase the engagement of independent auditors
in checking the accuracy of the state budget and social
protection funds' development and utilization.
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Non-governmental organizations and non-state
structures play a critical role in organizing control over the
state's financial resources. Azerbaijan already has this
strategic route in place, and it has a promising future.
Independent auditors, as well as local and multinational
audit firms, operate in the country's audit sector.

At the same time, research into issues such as unfair
competition in the audit services market and the preference
for local audit organizations is crucial for the development
of national audit organizations, in addition to supporting
the growth of the audit service as a whole [1, p. 23].

One of the main directions of governmental financial
control is tax control, which oversees taxpayer accounts,
taxation purposes, and tax legislation. According to
experience, the normal operation of a country's tax system
is based on effective tax control.

Asaresult, tax reform should concentrate on improving
tax structure and enforcement. Simultaneously, tax
supervision should be aimed not only at correcting defects
in taxpayer behavior, but also at ensuring that laws and
judgements are enforced.

Tax control differs from other types of control in that
it allows only those acts that are authorized by law to be
utilized, such as the application of measures of
1responsibility, which can only be used if it is approved by
aw.

Tax audits carried outin the tax control system utilizing
modern information technology and accompanying
applications set the foundation for more transparent
operations and the prevention of corruption. As a result,
recent tax and audit reforms promote new economic
successes as well as the establishment and expansion of small
and medium-sized firms.

Furthermore, risk management and analysisare critical
for increasing the company's efficiency. Risk management
is carried out by state bodies engaged in many sorts of
operations, as well as the private sector, utilizing risk
analysis and monitoring, loss reduction, and various
insurance methods[2].

Information technology in improving
the financial control system

According to the findings, broadening the use of current
technologies in management, as well as speeding up the
acquisition, integration, and dissemination of new
information and technologies based on global experience is
vital. Strengthening public control over government
revenues an(fexpen itures makes it easier to examine and
debate government agencies' actions, boosts public trust in
government entities, promotes accountability, and, as a
result, increases transparency.

Furthermore, the use of governance mechanismsin the
field of financial control, civil society participation in the
development of programs and draft laws, public hearings,
raising awareness o?ethical issues and puglicly disclosing
them, and investigating complaints about ethical violations
will create conditions for effective work and improve
management efficiency. Strengthening regulator
accountability, incorporating information technology into
the control system or esta%lishing electronic control,
structuring financial control statistics, and improving the
training systems are all key aspects of financial control. The
ability of financial professionals to shield themselves from
the detrimental impacts of the internal and external
environment, as well as a high level of financial management,
are required to achieve Enancial transparency for any
business or economic institution [3, p.159-165; 4].

Audit and Electronic Audit Application Issues
At this level of economic development, audit is very
important for developing the financial system of economic
entities as a means of effective financial control. The audit
service should assist businesses and entrepreneurs in
applying worldwide financial standards to their operations,

as well as mediate in financial risk management and the
adoption of suitable risk regulations [5].

Research shows that in addition to the work done on
the development of audit, there are a number of problems:

— Non-compliance by businesses with the legislation's
Provisions in terms of maintaining the transparency of their

inancial statements;

— Unsatisfactory quality of audit services;

— Lack of awareness, advocacy and advocacy related
issues to audit;

— Lack of trust of users of audit services;

— Inadequate assessment of the benefits of audit for the
real sector, and others.

To close these gaps, developed-country experience must
be used to improve tllq)e conditions for independent auditin%;
organize exams for independent audits to ensure hig
professionalism, align auditing limitations with international
practice, implement electronic audit, and include provisions
such asimproved control by independent auditors and audit
organizations. Using correct processes to integrate
electronic audit into the tax system, as well as automated
analysis of tax evasion threats, has a big impact on studying
the Eeculiarities of each region and how electronic audit
worksin this field. Simultaneously, incorporating automated
auditing into the tax system reduces the amount of time and
human resources spent on audits while also improving their
efficiency.

To summarize the significance of the electronic domain,
the following points might be made:

— Utilize electronic audit to increases the ability of tax
authorities to process electronic information provided by
taxpayers;

— Develop the audit system in Azerbaijan using the most
modern audit methods and technologies;

— Prevent from tax evasion and fraud without
increasing the administrative burden and costs of tax audits;

— Create conditions for attracting taxpayers.

Innovation audit in the modern context

In thisregard, innovative audit isnow widely regarded
as a critical component in determining the efficacy of
creative processes in industrial enterprises.

The development of an innovative economy has long
been proven to be one of the mostimportant aspectsin the
effective construction of market relations and boosting the
competitiveness of the national economy.

In our opinion, conducting innovation audits at
enterprises and organizations is important when solving the
following issues:

— Expands opportunities for employment of an
innovative type;

— Forms a competitive environment in the country;

— Identifies current and future opportunities for
innovation in the enterprise;

— Helps to remove barriers to innovation;

— Leads the explanation of new methods of innovative
opportunities;

— Identifies innovative opportunities by assessing the
technological potential of manufacturing enterprises.

The main feature of the new stage ofgevelopment is the
use of management that meets international standards.

Taking all of thisinto account, innovation audit plays a
significant role in enhancing the business environment,
including risk management in compliance with modern
regulations and the development of an innovative economy.

Simultaneously, elementssuch asdeveloping innovation
auditing standards in accordance with the national
development model, conducting information activities on
innovation audit, and providing training in this area should
be considered [6].

Independent audit institute and professionalism
Another issue is a lack of professional personnel, as well
as the establishment of an independent audit institution's
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interaction with state financial control and its organization
in accordance with international practice, including the
development of uniform norms, standards, and rules of
control for financial control bodies.

In this regard, taking into account the following topics
will lay the groundwork for extending auditing and
increasing the value of audit services:

— Building public trust and confidence in the audit;

— Increase the responsibility of auditors to ensure the
transparency of financial statements;

Ensure compliance with international auditin
standards, international financial reporting standards anﬁ
the Code of Ethics for Professional Accountants;

— Formation of a healthy competitive environment in
the service market;

— Increasing the competitiveness of the national audit
and accelerating the integration of the national audit market
into the world market;

— strengthening the role of audit in ensuring maximum
protection of the interests of various parties in corporate
governance.

Taking these factors into account, establishing an audit
service as part of a business or economic entity's activities
can serve as a basis for minimizing and controlling risks in
the economic and financial realms, hence increasing the
control system's efficacy.

CONCLUSION

The role and importance of financial control is growin
in Azerbaijan as a result of socioeconomic developments an
the strengthening of budgetary and tax discipline.

In this regarﬁ, one o?the ey tasks of state policy is to
establish a system of state financial control that meets
modern criteria and improves its efficiency. Tax control is
one of the most important aspects of state financial
management. Tax control should focus not only on
shortcomings in the activities of taxpayers, but also on the
extent to which they comply with the law in order to ensure
the full implementation of legislative acts and make the
necessary changes.

Simultaneously, the development of modern innovative
tax control technologies, such as electronic audit, improves
the efficiency of tax audits. The importance of electronic
auditis to prevent tax evasion and fraud, as well as to provide
conditions for taxpayer disciplinary actions without adding
to the administrative burden and costs of audits.

The audit should not be limited to the examination of
the company's or organization's financial documents; it
should alE;o summarize the findings based on an analysis of
the current situation, provide accurate financial forecasts
for future growth, and make realistic proposals for the
development and implementation of new models.

The auditor also provides legal advice, such as tax,
management, audit representation in courts and tax
authorities on tax and customs disputes, information
technology, property valuation, business risk assessment,
business plan development, and marketing advice on
research, all of which contribute to the efficiency of the
enterprise. The use of an innovation audit aids in the
identification of current and future prospects for innovation
in the organization, the removal of obstacles to innovation,
the elucidation of new innovation approaches, and the
assessment of technological potential. The construction of
a partnership between an independent audit institution and
public financial control is another issue related to the
development of audit.

The implementation of risk-based control concepts in
audit planning, as well as the strengthening of software in
small and medium-sized audit firms, should%)e given special
attention.

To improve the efficiency of the business environment,
it is necessary to optimize administrative and economic
methods, stimulate investment activity, develop
comprehensive measures to increase transparency in non-
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oil industry management, stimulate the development of
small businesses in the field of innovation, improve bank
lending to small and medium-sized enterprises, and ensure
their effective access to financial resources.
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