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SOCIAL AIUDIT OF EXPENDITURE ON THE INTERNALLY DISPLACED PERSONS 
DUE TO THE ARMED CONFLICT IN THE ESAT OF UKRAINE:  

CURRENT NECESSITY 
Abstract. The globalization of economic relations of the XXI century led to the realization 

that human resources are the driving force in the development of the stability of the state. A great 
number of internally displaced persons that appeared was a challenge for Ukraine because the 
establishment and protection of human rights and freedoms are the main responsibility of the state. 
This is why the need to form a system of social cost audit on the internally displaced persons due to 
the armed conflict in the east of Ukraine is a priority in order to optimize the ways of establishing 
social consensus by taking concerted actions to develop human resources.  

The strategic focus of the social audit is to become a crucial factor for implementing the 
main principles of social partnership in regulating social and labour relations and carrying out the 
strategy of the financial encouragement of internally displaced persons due to the armed conflict in 
the east of Ukraine. 

The problems and needs of internally displaced persons were discussed by many 
researchers. The issue of improving the system of the social audit was described in the works of  
A. Liubenko, V. Rysin, V. Pikhotskyi, M. Bukovynska, O. Hnatiuk, O. Ponomarenko, S. Sachenko, 
F. Fukuiama, etc.  

As the analysis of the studies conducted by scientists implies, the urgent matter emerging in 
the current realities was not outlined in their works. Little attention was given to improving the 
efficient analysis system of social risks of either enterprise or state by implementing the social 
audit.  

The study aims at examining the consistent patterns of allocation of funds of pilot projects 
total cost between the number of registered internally displaced persons and their families in 
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Ukraine using the social audit as the foundation for carrying out the strategy of the financial 
encouragement of internally displaced persons while they are socializing in new areas.  

The study analyzed the funds allocated for the implementation of pilot projects aiming at the 
protection of human rights and legitimate interests violated by the armed conflict in the east of 
Ukraine and/or temporary occupation of the part of Ukraine. The study of the consistent patterns of 
allocation of funds of pilot projects total cost between the number of registered internally displaced 
persons and their families in Ukraine was carried out. It was revealed that increasing the number of 
registered persons does not influence the allocation of funds between them. It emphasizes the 
importance of examining the factors of these phenomena, which can be provided by the social audit 
of allocation of funds on a national scale. The need to carry out the social audit using participatory 
principle is stressed. 

Keywords: social audit, internally displaced persons, costs, communities, analysis, 
participatory principle, plan of the social audit. 

JEL Classification H55, H56, H57 
Formulas: 0; fig.: 4; tabl.: 5; bibl.: 19. 
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Introduction. Ukraine has the world’s ninth-largest number of internally displaced persons. 

Hence, there is a pressing necessity of obtaining objective information on the expenditure on the 
internally displaced persons due to the armed conflict in the east of Ukraine, which allows to 
analyse the status of social environment of the society including real threats and potential risks of 
social relationships exacerbation, and violation of both national and international legislature related 
to social relationships. Apart from that, it is essential to outline the major options of social risk 
optimization as well as the means of social consensus achievement through adopting aligned events 
aimed at developing human resources, i.e. the internally displaced persons due to the armed conflict 
in the east of Ukraine. 

In today’s Ukraine there is no integrated consistent approach to tackling many issues caused 
by the armed conflict, particularly internally displaces persons’ involvement in local community 
management, fulfillment of their housing rights, compensation for the lost (destroyed) property, 
ensuring IDPS’ access to pensions, etc. Another major pressing problem is a lack of proper funding 
of the developed and authorized governmental programs and strategies. Therefore, nowadays social 
audit is an innovative tool of the management system which enables carrying out the analysis of the 
social risk factors both for a company and the state on the whole.  

Analysis of the recent research and problem setting. The concept of social trust put 
forward by F. Fukuyama [1] may be considered to underlie the social audit theory. According to 
Fukuyama, social trust plays a major part in setting up vertical and horizontal social links and 
facilitates the reproduction of social assets. Should social trust be considered part of social assets 
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and social audit — a tool (means) of its multiplying, the most efficient interaction between 
government, business and society may be said to have been achieved.  

O. Hnatiuk [2] suggests that social audit is viewed as the order of diagnosing social and 
labour relationships, tracking the status of the implementation of contracts and collective bargaining 
agreements between social partners at all levels.  

. Bukovynska, R. Ponomarenko [3] points out that the object of social audit is the socio-
economic relationships in the area of development, approval, and implementation of contracts, 
plans, and social development programs relevant at all levels of the systems of social partnership 
and socio-economic area management.  

One can’t but agree with the point of N. Marushko, G. Volianyk [4] that while considering 
the issue of company social security it is only possible to determine it by linking to the state social 
security.  

S. Sachenko’s, L. Babii [5] research points out five stages of social audit, including 
organization of social accounting, preparation stage, identifying the boundaries of the audit and 
involved parties, the social audit itself as well as the feedback stage.  

The study of the issue of establishing a social audit system also paid attention in their 
research T. Hughes [6], R. Kuriyan, S. Bailur, B. Gigler, K. Park [7], M. Rahim, S. Idowu [8],  
S. Courville [9], C. Adams, R. Evans [10], A. Shulus [11], R. Chenash [12]. 

Methodology. The research aims at investigating practical prerequisites to the introduction of 
the system of the social audit of expenditure on internally displaced persons due to the armed conflict 
in Ukraine.  The method is based on applying an integrated, systematic and situational approach, 
which has ensured the comprehensiveness of the research. A range of general scientific cognitive 
methods has been adopted, particularly a  system analysis (to characterize theoretical basics of the 
research of «social expenditure audit’); analysis and synthesis (to justify the necessity of 
implementation of social audit system); statistical and economic method (to analyse the effectiveness 
of fund spending on internally displaced persons due to the armed conflict in Ukraine).  

Description of the main research material. Ukraine is one of the ten countries with the 
largest number of internally displaced persons, who were assigned this status due to the armed 
conflict and violence. Ukraine is only outnumbered by the Middle East countries, like Syria  
(6.6 million), Iraq (3.3 million), Yemen (2.5 million); as well as African countries like Sudan  
(3.2 million), Nigeria (2.1 million), South Sudan (1.7 million); and is followed by Pakistan  
(1.5 million) and Afganistan (1.2 million). It ranks first among European countries outnumbering 
Turkey with approx.1 million, Azerbaijan with 564 thousand, Cyprus (272 thousand), Georgia  
(239 million), etc. [13].  

As of May 25, 2020, according to the Unified Information Database on Internally Displaced 
Persons, 1,446,881 internally displaced persons from the temporarily occupied territories of 
Donetsk and Lugansk regions and AR Crimea have been registered (Table 1).  

Table 1 
The Information on the Number of the Internally Displaced Persons Registered in Ukraine  

 Name of the 
region 

Number  
of persons 

Number  
of households 

Persons  
of working age Children Persons with 

disabilities Retired 

1 Vinnytsia 11,181 8,110 4,455 2,201 607 2,890 
2 Volyn’ 3,073 2,108 1,445 696 134 631 
3 Lugansk 280,437 250,022 33,980 21,722 8,234 200,799 
4 Dnipropetrovsk 71,171 53,035 25,188 12,122 3,035 28,065 
5 Lviv 11,032 7,604 4,361 2,489 353 1,626 
6 Donetsk 510,764 433,826 75,266 62,702 17,828 315,175 
7 Poltava 22,505 16,282 7,429 3,732 1,344 9,051 
8 Zhytomyr 7,047 4,759 2,560 1,538 428 2,023 
9 Zakarpattia 3,336 2,140 1,590 816 143 632 

10 Zaporizhia 56,017 44,766 15,844 7,902 2,380 29,351 
11 Ivano-Frankivsk 3,806 2,486 1,666 914 174 761 
12 The city of Kyiv 159,533 119,510 81,494 27,725 4,977 34,934 
13 Kyiv 62,901 44,132 23,307 12,656 2,225 16,183 
14 Kirovohrad 6,505 4,500 2,188 1,320 412 2,406 
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Table 1 (continued) 
 Name  

of the region 
Number  

of persons 
Number  

of households 
Persons  

of working age Children Persons with 
disabilities Retired 

15 Mykolaiv 8,255 5,460 3,530 1,967 388 2,061 
16 Odesa  37,487 26,580 15,903 7,804 1,524 7,843 
17 Rivne 3,041 1,950 1,246 779 154 614 
18 Sumy 11,193 8,095 3,535 2,025 717 4,196 
19 Ternopil  2,132 1,455 871 497 127 522 
20 Kharkiv 134,100 108,345 46,182 17,774 4,072 52,373 
21 Kherson 14,341 10,811 6,185 2,584 543 4,015 
22 Khmelnitsky 6,493 4,260 2,041 1,402 344 1,924 
23 Cherkassy 10,803 6,630 3,931 2,278 659 3,456 
24 Chernihiv  7,286 4,980 2,500 1,390 434 2,470 
25 Chernivtsi 2,442 1,437 1,152 637 119 426 
Overall in Ukraine 1,446,881 1,173,283 367,849 197,672 51,355 724,427 

Source: made up by the author’s on the data [14]. 
 

As a result of political, economic and military unrest, the regulatory framework related to 
the expenditures on internally displaced persons’ needs has been updated in Ukraine. Thus, in 
October 2014 in order to socially support IDPs, the government provided IDPs with a monthly 
allowance to cover housing and utility expenses. According to the site of the Ministry of Social 
Policy of Ukraine, in fact, by late 2019, the government had paid internally displaced persons about 
12 billion hryvnias [14].  

Also, the Ministry of Temporarily Occupied Territories and Internally Displaced Persons of 
Ukraine (MTOT), as the main budget funds manager, was in charge of implementing corresponding 
government programs and grants with a view to protecting the persons’ rights and lawful interests 
violated as a consequence of the armed conflict and/or temporary occupation of a part of Ukraine’s 
territory as well as reintegrating the population living in the temporarily occupied territory into a 
unified constitutional framework of Ukraine. One of the major projects was Grant FDRM  

 TF0A3307 «Remedial Measures in the Aftermath of the Conflict, Pilot Project on Restoration 
and Development Opportunities», implemented within the frame agreement on technical aid grants 
concluded between Ukraine and the International Bank for Reconstruction and Development. 
According to The Agreement on Grant, upon request for obtaining financial aid, a number of donors 
gave the grant in the amount not exceeding 3,200 thousand USD. The project contained Part 1 
«Project Management, Monitoring and Assessment» and Part 2 «Pilot Measures of Addressing the 
Issues for the Development Caused by Displacing Persons and Returning Combatants» [15].  

Late in 2019, Ukraine’s Treasury carried out the audit into the effectiveness of spending of 
these funds. The findings show that the Ministry of Temporarily Occupied Territories and Internally 
Displaced Persons of Ukraine has failed to ensure effective management of the funds of the 
International Bank for Reconstruction and Development or complete, within set deadlines, the 
implementation of the pilot projects to meet socio-economic needs of the communities.  

The audit revealed that overall 78% of the planned funds had been used by Category 1 of the 
Grant between 2017 — 1st half of 2019 (Table 2).  

Table 2 
Information on the Use of the Grant Funds within Part 1 by MTOT between 2017  

and 1st half of 2019 
Cost Item Type Planned Actual  Planned Actual % targets met thousand hryvnias thousand USD 

Purchase of consulting services 10,035.2 7,004.5 373.5 260.7  70 
Purchase of goods 7,128.8 5,953.2 266.2 222.3 84 
Purchase of non-consulting services 19.2 19.2 0.7 0.7 100 
Payment for works 1,485.8 1,399.2 56.6 53.3 94 
Studies and trainings 1,383.6 372.5 51 14 27 
Operational costs 4,044.1 4,017.3 151 150 99 
Total 24,096.7 18,765.9 900.0 701.0 78 

Source: made up by the author’s on the data [16]. 
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In October 2017  [17], as part of Pilot Measures of Addressing the Issues for the 
Development, Caused by Displacing Persons and Returning Combatants, selected pilot sub-projects 
out of 83 draft proposals by city councils and united territory communities  (Table 3).  

Table 3 
The List of Pilot Sub-Projects within Part 2 of the Project (USD) 

 Region Sub-Project 
Project Cost 

Grant 
funds 

Co-
funding Total Cost 

1 The city of Zaporizhia «Prospect» – «Business — Platform» 270,460.0 54,540.0 325,000.0 

2 The city of Mykolaiv «New opportunities for IDP and conflict 
veterans’ adaptation’ 269,625.0 38,410.0 308,035.0 

3 The town of Pervomaisk, 
Mykolaiv region 

«Psychological support and Rehabilitation 
of IDPs and Combatants by Psychological 
Support Centre» 

211,851.5 31,054.4 242,905.9 

4 The town of Kupiansk, 
Kharkiv region 

New opportunities of IDPs  
and combatants integration into  
the community of the town of Kupiansk» 

233,215.0 130,689.0 363,904.0 

5 
The town  
of Pervomaisky Kharkiv 
region 

«Future Made Today» 158,729.8 4,576.7 163,306.5 

6 
Novovodolask united 
community Kharkiv 
region  

Centre for Development of  business 
initiatives of IDPs and Combatants  
«New Countdown»  

66,777.7 24,587.9 91,365.6 

7 The city of Krivyi Rih 
Dnipropetrovsk region 

«Restoration of social facilities for IDPs, 
combatants and their families,  
the disabled»  

133,544.7 7,850.0 141,394.7 

8 
Sursk-Lithianian 
Community 
Dnipropetrovsk region  

«Ensuring conditions for the 
implementation of the government fire 
and di saster safety policy» 

256,956.0 118,822.0 375,778.0 

9 The town of Berdiansk 
Zaporizhia region 

«Providing aid to disabled persons over 
18 by setting up the social-healthcare 
rehabilitation department» 

121,781.3 30,345.7 152,127.0 

10 The town of Kamianske 
Dnipropetrovsk region  

Setting up rehabilitation department  
for veteran and other target groups based 
in the municipal institution «Municipal 
Hospital  5»  

274,259.0 15,267.0 426,929.0 

Source: made up by the author’s on the data [17]. 
 

In Table 4 we shall rank the number of the internally displaced persons in Ukraine by 
regions. Mykolaiv region has been suggested and included in the program even though the 
percentage of the internally displaced persons living there amounts to less than 1%. In contrast, 
Donetsk and Luhansk communities, with 54.2% of the total number of the internally displaced 
persons, as well as the city of Kyiv and Kyiv region with 15.37% thereof have not been involved in 
the Project. 

Table 4 
Ranking and Correlation of the Pilot Projects Funding and the Number  

of the Internally Displaced Persons Registered in Ukraine  

 Name of the 
region 

Number of 
persons 

registered 

Percentage of 
persons 

registered,% 

Number of 
households 
registered 

Percentage of
huseholds 

registered, %

Grant 
funding, 

USD 

Co-funding, 
USD 

Total 
amount, 

USD 
1 Donetsk 510764 35,3 433826 37,0 – – – 
2 Luhansk 280437 19,4 250022 21,3 – – – 
3 The city of Kyiv 159533 11,0 119510 10,2 – – – 
4 Khrkiv 134100 9,3 108345 9,2 458722,5 159853,6 618576,1
5 Dnipro 71171 4,9 53035 4,5 664759,7 279342 944101,7
6 Kyiv 62901 4,3 44132 3,8 – – – 
7 Zaporizhia 56017 3,9 44766 3,8 392241,3 84885,7 477127
8 Odesa 37487 2,6 26580 2,3 – – – 
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Table 4 (continued) 

 Name of the 
region 

Number of 
persons 

registered 

Percentage of 
persons 

registered,% 

Number of 
households 
registered 

Percentage of 
huseholds 

registered, %

Grant 
funding, 

USD 

Co-funding, 
USD 

Total 
amount, 

USD 
9 Poltava 22505 1,6 16282 1,4 – – – 

10 Kherson 14341 1,0 10811 0,9 – – – 
11 Sumy 11193 0,8 8095 0,7 – – – 
12 Vinnytsia 11181 0,8 8110 0,7 – – – 
13 Lviv 11 032 0,8 7 604 0,6 – – – 
14 Cherkassy 10803 0,7 6630 0,6 – – – 
15 Mykolaiv 8255 0,6 5460 0,5 481476,5 69464,4 550940,9 
16 Chernihiv 7286 0,5 4980 0,4 – – – 
17 Zhytomtyr 7047 0,5 4759 0,4 – – – 
18 Kirovohrad 6505 0,4 4500 0,4 – – – 
19 Khmelnytskyi 6493 0,4 4260 0,4 – – – 
20 Ivano-Frankivsk 3 806 0,3 2 486 0,2 – – – 
21 Zakarpattia 3336 0,2 2140 0,2 – – – 
22 Volyn’ 3073 0,2 2108 0,2 – – – 
23 Rivne 3041 0,2 1950 0,2 – – – 
24 Chernivtsi 2442 0,2 1437 0,1 – – – 
25 Ternopil 2132 0,1 1455 0,1 – – – 

Total in Ukraine 1446881 100,0 1173283 100,0 1997200 593545,7 2590745,7
Source: calculated by the authors according to [14; 16; 17]. 

 
Following the data shown in Table 4 there arises an objective need in the research into the 

connection between the allocation of the total pilot projects funding and the number of the 
internally displaced persons and households registered in Ukraine. Because there are only several 
regions that received the pilot projects funding, only Kharkiv, Dnipro, Zaporizhia and Mykolaiv 
regions will be taken into consideration (Fig. 1, 2).  

 

 
Fig. 1. The connection between the allocation of the total pilot projects funding  

and the number of the registered internally displaced persons in Ukraine  
Source: Authors’ own calculations. 
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parties, such as service customers, politicians, trade unions, in meaningful activities that is the main 
point of social audit rather than research. It has to be carried out at such stages:  

1st stage. A need for social audit occurs. Both non-governmental organisations (trade 
unions) and «mother» company request and commission social audit;  

2nd stage. The object of the audit and the «Customer» set up an audit committee;  
3rd stage. Forms and methods of the audit are chosen depending on the type of activity;  
4th stage. The audit is carried out using the selected methods.  
5th stage. Actual assessment of the status of a household (department) in line with the 

selected criteria (health, education, occupation or unemployment, the standard of living, social 
tension, economic independence, social sphere);  

6th stage. Drawing the audit’s conclusion and developing relevant recommendations. 
With a view to conducting a high-quality social audit within the set deadline, the auditing 

service is to align the details of the plan of conducting the social audit. The plan will act as the basis 
for conducting social expenditure audit. The general social expenditure audit plan is to contain the 
following sections: the aim of the social expenditure audit, the scope of work, schedule, deadlines 
and the order of meeting them, preparation of interim reports and conclusions as well as the ways 
and techniques of the audit, and the social audit team list.  

The form and content of the plan may vary depending on the scope and contents of the 
activity of the social audit object, the complexity of the examination, and a particular method in use. 
(Table 5). 

Table 5 
The Layout of the Plan of the Social Audit of Expenditure on IDPs 

Company (industry, region)   
Aims of the plan/Social audit period  
Number of people  
Head of social audit  
List of auditors  
Estimated audit risk  
Estimated materiality  

 Planned types of work Execution period Performer Notes 
1 2 3 4 5 
  .    

Auditor 
 

Head of social audit group  
________________ (Name, Surname) 
 

 
It is necessary to further develop the program of social audit of expenditure on IDPs along 

with the identification of the methods of its execution. Apart from this, it’s worth bearing in mind 
that the developed audit procedures are aimed at revealing the existing significant discrepancies and 
nonconformities to socio-economic figures. First and foremost, a social auditor has to reveal the 
areas of significance to the social audit and identify more detailed techniques and methods of their 
examination. The term of the social audit is down to the number of experts on the team and their 
qualifications as well as technology that will be applied. Overall, it is certain that a social auditor 
plans their work continuously throughout the social audit of expenditure since the plan and the 
program may undergo corrections, that said, changes must be documented.  

Conclusions. The social audit of expenditure on internally displaced persons due to the 
armed conflict in the east of Ukraine will allow for the obtaining of objective information on socio-
economic relationships; revealing the level of social tension and taking timely preventive measures; 
managing efficiently socio-economic relationships with the help of social partnership; carrying out 
the analysis of the performance of the government agencies in terms of their work with IDPs due to 
the armed conflict in the east of Ukraine, determining the level of implementation of the national 
social projects; using the transparency of the findings of the audit to combat the «shadow’ economy.  
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