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Abstract—Currently, the trend of globalization of the world
economy is intensifying, therefore corporate entities seek to
expand their economic power and influence, which encourages
them to constantly search for ways to increase the efficiency of
their activities both in the domestic and foreign markets. These
circumstances force corporate structures to accelerate the pace
of development through the introduction of innovations, lower
costs and risks. Solving the above problems allows the use of
controlling. To carry out controlling in order to reduce risks, it
is necessary to have relevant financial information not only
external but also internal, in this connection, the role of
corporate structures using the internal audit (control)
mechanism is growing. The aim of the study is to develop a
system of indicators for assessing the effectiveness of
controlling in the corporate environment. The main results and
conclusions obtained personally by the authors and possessing
scientific novelty are as follows: 1. The development of a
mechanism for assessing the effectiveness of controlling
through the use of an internal audit (control) system and
corporate risk management, the use of which allows us to
create models that can increase the effectiveness and external
attractiveness of the corporate structure. 2. A methodology for
assessing the effectiveness of controlling is proposed,
algorithms for its development in the corporate structure are
modeled, based on strategic planning methods.

Keywords—controlling, assessment system, audit, control,
risk management.

I. INTRODUCTION

Difficulties in the development of the national economy,
foreign policy and foreign economic upheavals indicate that
the development and modernization of various elements of
managing corporate structures, including controlling, is of
particular importance. Consequently, the development of
controlling is relevant for both state and private corporate
structures.

It should be noted that at present you can find many
interpretations of the term controlling, many of them are
close in their economic essence, while others have certain
differences. Different interpretations of the term controlling
affect corporate decision-making when choosing approaches
to controlling organization, and, accordingly, on the
application of previously unused management techniques
and methods in implementing organizational changes [1-5].

The studies found that the following scientists made the
main contribution to the development of corporate
controlling: D. Khan [5], E. Mayer [6], A. Daile [1], P.
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Horvath [2], and others. They identified some theoretical
aspects and directions of controlling application, but
designated authors, first of all, rely on national experience,
which varies significantly in different countries.

Considering this definition in a broad sense, a number of
scientists believe that controlling is an independent section
of management (D. Khan, E. Mayer, M. Hauser, S. G.
Falco, A. M. Karminsky, E. M. Korotkov, E. A. Utkin,
A.M. Pavlov, V.A. Starykh, N.I. Olenev, A.G. Primak, etc.).
Others believe that controlling is an independent institution,
a type of economic activity (R. Nelson, R. Everta, N.G.
Danilochkina, L.V. Popov, T.A. Golovina, R.E. Isakova,
E.L. Popchenko etc.). Some define controlling as an element
(function) of management (P. Horvath, A.K. Andronova,
E.D. Pechatnova, etc.). A variety of views leaves its mark
on the theoretical conclusions and practical tools that are
used by corporate structures in building a controlling
system. At the same time, it should be noted that the above
authors highly appreciate the capabilities and prospects of
controlling as an element of internal corporate governance.

A comparison of foreign and Russian experience of
application shows that the controlling system in domestic
corporate structures is on the way to formation and in order
to create effective models it is necessary to overcome the
contradictions between participants in corporate economic
relations and subjects of the internal and external
environment, to increase the level of completeness and
reliability of both managerial and financial information. It
seems to us that in order to build an effective controlling
system in the corporate environment, changes are needed in
the activities of both the organizations themselves and in the
structure and quality of work of controlling entities, as well
as the creation of new and development of the tools used to
evaluate their performance.

An analysis of domestic experience allows us to identify
general directions of development of corporate controlling
[7-9], namely:

e improvement of methods and tools for its

implementation;

¢ building models for evaluating the effectiveness of
the application, based on the use of a system of
predefined indicators and criteria.

Particularly relevant is the question of determining a
system of indicators and criteria that allow you to create a
model for assessing the effectiveness of controlling in the
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corporate environment in the context of dynamically
changing socio-economic relations, which determines the
directions for its further development.

A significant number of domestic corporate structures are
faced with inefficient use of resources due to the lack of
relevant information for making managerial decisions,
possible abuses by the management, intentional (or
unintentional) concealment of reporting data. To solve these
problems in corporate associations, it is necessary to increase
the transparency of the information received, and, therefore,
to improve the internal audit (control) system aimed at risk
management.

The introduction and development of the internal audit
(control) and risk management mechanism is a priority for the
development of the controlling system in corporate
structures. Firstly, this tool is the main supplier of internal
financial and other information, which, in turn, is the
guarantor of effective management. Secondly, the developed
system of internal audit (control) has an effective impact on
reducing the risks of the corporate structure, which is again
important for corporate entities in modern conditions.

To determine the effectiveness of controlling, methods
should be used to adequately evaluate management results
based on the use of both internal and external information.
However, there is still no clear understanding of the methods
to fulfill these conditions.

Il. RESEARCH METHODOLOGY

The tasks to be solved required the study of economic,
informational, social and other features of the use of
controlling, and the identification of directions for increasing
its effectiveness. This also determined the specifics of the
research methods used, which made it possible to study
various aspects of the economic, functional, structural,
temporary, logical, institutional nature of the formation and
justification of areas for increasing the effectiveness of
controlling through the introduction and development of an
internal audit (control) mechanism.

To determine the effectiveness of using controlling in
corporate entities, the approaches used in strategic
management were used, as well as the following methods:

e the index method, providing calculations of
generalized indicators of the corporation;

o balance sheet method, which provides an opportunity
to compare the relationship of indicators of economic
activity;

e economic and mathematical methods used to select
the best options for organizing a system for managing
the corporate structure and its elements;

e method of functional cost analysis, applied in the
process of determining the optimal set of functions
performed by the corporate structure, and,
accordingly, the optimal set of controls, etc.

I1l. RESULTS

The corporate structure, which is developing an internal
audit (control) mechanism, has questions about the
effectiveness of the tasks that it must solve, as well as the
determination of the competence and responsibility of those
directly involved, for this we will build a “decision tree” (Fig.
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1). The “Decision Tree” in this form plays the role of an
assistant to the board of directors in determining the general
level of organization and functioning at different stages of the
system and
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Fig. 1. The definition of centers of responsibility for the organization of
the internal audit system (control) at different stages

Consider the functioning of the presented decision tree:

e The internal environment. Corporate structure
management maintains an atmosphere in the
organization of internal audit (control). The work and
result of the internal audit and control service directly
depends on the nature of the organization’s internal
environment (favorable, unfavorable). This stage
determines  the  responsibility —of  corporate
management as the center of responsibility.

e Setting goals. Management must pinpoint the goals of
the corporation that are relevant to the mission. The
internal audit (control) service should clearly represent
the tasks that are set for it. At this stage, the
responsibility centers are the internal audit (control)
service and management.

o Identification of the reasons. The internal audit
(control) service provides management with
information that helps determine the reasons that affect
the integrity and mission of the corporation. The
management of the corporation determines what
factors relate to the causes (internal or external) and
subdivides them into risks and opportunities. At this
stage, the responsibility centers are the internal audit
(control) management service.

e ldentification of the reasons. The internal audit
(control) service provides management with
information that helps determine the reasons that affect
the integrity and mission of the corporation. The
management of the corporation determines what
factors relate to the causes (internal or external) and
subdivides them into risks and opportunities. At this
stage, the responsibility centers are the internal audit
(control) management service.

e Response to risks. When risks arise, management must
determine methods to counter them. The selected risk
management strategy determines the degree of risk
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reduction. This stage defines the responsibility center
of corporate management.

e Methods of control. Based on the results of the
measures taken, the internal audit (control) service
determines the effectiveness of the response to risks
through an operational analysis of their changes. The
responsibility center is the internal audit (control)
service.

e Information and communication. Operational
information received by the internal audit (control)
service is distributed among interested structural units.
The exchange of data helps to increase employee
motivation, due to the perception of their involvement
in the occurrence of risks, a reaction to risks occurs.
The responsibility center is the internal audit (control)
service.

e Monitoring. The corporate structure management
continuously monitors the information and results
obtained through analysis, management and risk
management, defines new goals for the internal audit
(control) service. This stage is determined by the
responsibility center of the corporation management.

e Evaluation of the procedures performed, management
effectiveness. To determine an independent and
objective assessment of the creation of a risk-based
model, its functioning, as well as the contribution of
the parties involved, we suggest the use of highly
qualified external auditors who perform the functions
of identifying weaknesses and preparing a
consolidated report to the board of directors.

External auditors play a central role in the indicated model
ofthe “decision tree”, since their activity is also evaluated, and
they themselves are the lever for determining the subjects of
responsibility. The performance of the functions of external
audits in this system is also possible with the participation of
the internal audit (control) service directly.

It is also important that the generated model of the
“decision tree” assists the board of directors in resolving
issues of stimulating and increasing the motivation of subjects
in developing an internal audit (control) system. The ability to
increase the effectiveness of the motivation system through
the prism of introducing a reward system after achieving
results will create the need for management (whose earnings
are based on the current state of affairs) to concentrate and
focus their activities on the long-term development of the
corporate structure. At the same time, it is important to draw
a line between the interests of the corporate structure and
management in order to exclude the situation when managers,
in order to get large rewards, try to maximize the use of
revenues without thinking about possible losses in the future,
thereby increasing risks. At the same time, we believe that
when building a motivation system, it is necessary to focus on
improving the work of the internal audit service.

In order to differentiate the competences of subjects of the
internal audit (control) system represented by the management
of the corporate structure and the internal audit and control
service, it is advisable for the board of directors to use a rating
of their work to determine the amount of remuneration. This
will be the driving force behind the use and development of
this system. The main indicators for evaluating the work of
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management and the internal audit and control service are
depicted in Figure 2.
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Fig. 2. The main indicators for evaluating the activities of subjects of the
internal audit system (control)

Let's consider the author's rating of the corporate structure
management evaluation, for this purpose we will draw a graph
(Fig. 3).
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management

To determine the rating of management activities in the
proposed model of internal audit (control), we propose to use
the following formula:

y = x? — x,

1)

where y - the rating of management activities; x— the
indicators of management performance assessment.

The definition of management performance indicators (x)
is presented in Tables I, II.

TABLE I. CRITERIA FOR ASSESSING MANAGEMENT PERFORMANCE FOR GIVEN INDICATORS
I Grade level
Assessment indicators T 5 3 7 5

the goal is achieved,
below average
expectations

the goal is not

correct goal setting, x achieved

the goal is achieved,
the average
expectations

the goal is achieved,
above average
expectations

the goal is achieved

compliance with

legal requirements are

legal requirements are

legal requirements are

legislation, x not met met below average

met at the average
level

legal requirements are
met above average

legal requirements are
met

risk reduction and the risks are above

risks increased

average risk

The risks are below

The risks are

response, X average average minimized
management efficiency, - Efficiency is below .- Efficiency is above .
" g Y lack of efficiency y average efficiency Y effective

average

average

The state of financial indicators is evaluated in positive

and negative results.

TABLE Il. THE CHOICE OF PERFORMANCE ASSESSMENT FOR FINANCIAL

INDICATORS

! . 2

financial performance, 1 3
. . small Lo
positive dynamics, X unchanged . high increase
increase

! . -1 -2 -3

financial performance, Lo
: . small average significant
negative dynamics, x - - -
decline decline decline

If the management activity is negative (the state of
financial indicators is the arithmetic mean) we use the
calculation according to the formula:

y=-@*)-(=x. )

To assess the performance of management, we can
propose the creation of an expert group. The Board of
Directors is responsible for the formation of the expert group.
The following composition of the expert group competent in
the field of economics and management is proposed (Fig. 4).
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Fig. 4. Formation of the composition of the expert group

Management performance indicators are evaluated using
an assessment sheet. Table Il shows the layout of the
evaluation sheet, which is a typical one and can be used by
other corporate structures.

TABLE Il THE AVERAGE VALUES OF MANIFESTATION DEGREE
AND VIRAL LOAD IN DIFFERENT LEAVES PARTS
: s
8e | 8| Ew| 2|52l £8
25 o S| 85| 3| 2| 5| £
5 EE 8| s8| 3| S5s| 88| 3| N
D)= 0 Y Q9D = QL C c = Q.
cC oo [S) .= c Q D © x
Ot g o] sal| € s i g S| u
as s = E Syt
(=] [}
m w 14
correct goal
setting 3 2 3 3 2 2 25 3.75
compliance
with 3 3 3 4 3 3 3.16 | 6.82
legislation
risk
reduction |, |, 3 |2 3 3 | 283|517
and
response
financial 1 |1 |1 |1 2 1 | 100 | 0.00
performance
management
efficiency 3 2 3 3 3 2 266 | 4.41

Next, the arithmetic mean values of management
performance indicators are calculated according to the
following formula:

n
_ 1 Xy x4+ .0 +xy, 3)
X = —Z Xi= .
n 4 n
i=1
To determine the remuneration index, we use the
formulas:
1 , _ _
L= HZ?=1YL' V1Yt AV X Xt X (4)
YT 1 — = - :
ST n . n
20,15 Les
YT 1215 T O

We form deterministic groups that determine the ratio of
the index to the management remuneration rating (Fig. 5).

No Low Efficiency High
eﬁ;tr:cu’%qcy eff#(l)(mcy from efficiency
or 2,01 to 301to4
0tol 1,01t02 3

Fig. 5. Groups of ratio of index to rating of remuneration

Advancesin Social Science, Education and Humanities Research, volume 392

The designated rating groups can perform several
functions: firstly, to characterize the overall assessment of the
management's performance in the internal audit (control)
system; secondly, when calculating the coefficient (size) of its
remuneration. The Board of Directors, for its part, needs to
determine to which source of payments the associated index
should be linked.

According to the results of the analysis, the management
remuneration index is 1.65; which indicates the average level
of its promotion and work efficiency in the considered system
of internal audit (control).

IV. DISCUSSIONS

Leading scientists [5-6,10-12] refer controlling to the
system of information support oriented to the result of
managing of organization. In connection with the
globalization processes in economic relations, as well as
changing technological structures and the development of the
global information and telecommunications space (increasing
information volumes), corporate structures need further
development of controlling systems, which is based on the
collection and processing of information not only external but
also internal, what is the basis of the internal audit (control)
system.

Internal audit (control) is already used by many Russian
organizations. At the same time, the management of firms is
still not sufficiently aware of its essence, purpose and
objectives of its implementation. The Board of Directors,
which should set strategic goals in the implementation of the
company's activities, should take responsibility for its
implementation and use. Internal audit allows you to assess
the validity and effectiveness of management decisions. Many
organizations, citing the fact that they conduct an external
audit, underestimate the importance of internal audit. To
improve the internal audit (control) mechanism, it is important
to carry out the following activities:

o the creation of a separate regulatory body, consisting
of qualified specialists in the field of audit, middle
managers, international experts;

o reallocation of responsibilities, which enables
regulatory authorities to improve work efficiency;

o the implementation of a budgeting system that will
help to develop a budget for individual structures of the
enterprise, increase the motivation of employees to
obtain the intended result, will show the strengths and
weaknesses of the enterprise;

o formation of a database of suppliers and buyers;

e the creation of a methodological base based on
international experience;

e introduction of the latest automated accounting
systems for the preparation of management decisions;

e creation of effective risk-based systems based on
performance indicators.

The creation of effective risk-based systems based on
performance indicators is an integral part of the formation of
the internal audit (control) mechanism, however, it should be
noted that foreign companies do not have a common opinion
on the use of methods that can fulfill these conditions.
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Therefore, the algorithms considered in the study will
contribute to the solution of the tasks set for the formation of
a unified system of internal audit, control and risk
management, will increase the effectiveness of controlling,
and will enhance the financial stability and investment
attractiveness of both foreign and Russian corporations.

V. CONCLUSION

In Russia and abroad, there are quite a lot of large,
medium and small state and private corporations, the scale of
production and the activities of which require some
monitoring and, on its basis, the development of more
accurate and timely solutions for their further development.
If we take into account international and national experience
in using the internal audit (control) system, we can conclude
that the main subjects of this system are management and the
internal audit and control service.

Based on the use of the presented model of estimated
indicators, the management link of the corporate structure
will be able to foresee the possible risks of functioning.
Implementation of the developed rating system for evaluating
indicators of the internal audit (control) system and risk
management will help to identify areas for improving the
corporate controlling system and take into account the
individual interests and benefits of all interested both internal
and external entities, and will help corporate entities increase
operating efficiency in a dynamically changing environment
and, accordingly, will allow more reasonably accept
corporate management decisions aimed at modernizing the
internal environment.
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