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Abstract

The purpose of the present work is summarizing the areas of economic activity of an enterprise that need to be
controlled and offering the most optimal set of factors to ensure effective control in the enterprise management. The
article uses general scientific research methods, such as analysis and synthesis, deduction and induction, the
connection of logical and historical processes, the search for causal relationships, the laws of dialectics. In addition,
in the present study, based on a multi-level approach, four major management functions are considered that would
make control more effective. To improve the internal control system, management functions such as risk management,
quality management, innovation management, and personnel management are identified. Recommendations are
proposed on structuring the identified functions and their integration into the work of the internal control system.
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1. Introduction

Currently, control activities are becoming relevant. In the
context of economic instability, control allows one to identify
economic reserves and improve business activity.

In our opinion, control should be considered as a tool to
improve the functions of management at an enterprise. As
researchers note, the lack of the internal control system at an
enterprise not only leads to poor management of human re-
sources and other business processes, but also increases the
likelihood of negative consequences for the company: loss of
commercially important information, assignment of market share
to competitors, increased fraud risks. (Rahim et al., 2017).
Control allows the company to make optimal use of limited
economic resources. In addition, control becomes necessary
when implementing programs for investment and innovative
development of an enterprise. The researchers note that the
main problem of innovation development is the lack of me-
chanisms to stimulate innovation activity, which should be based
on a system of rates and indicators. Control can be such a
mechanism. Control allows one to plan innovation, set control
points, create a "road map" and implement the established rates
and indicators (Kodolova et al., 2017). In order to reach a new
competitive level, active investment and innovation efforts are

required with increasing limits on the expenditure of economic
resources. On the other hand, the traditional financial and e-
conomic activity involves the establishment of controls to limit
the use of economic resources. The researchers note that the
incorporated control mechanisms make it possible to work out a
flexible market policy of an enterprise, resolve contradictions
between traditional and innovative business processes, increase
the efficiency of using economic resources (Akhmetshin et al.,
2017a). Accordingly, there increases the urgency of finding
effective ways of organizing control activities for solving current
financial and business tasks and plans for strategic (innovative)
development.

The purpose of the present research is to summarize the
areas of economic activity of an enterprise that need to be
controlled and to offer the most optimal set of factors that ensure
effective control in managing the innovative development of an
enterprise.

2. Methods

The article uses general scientific research methods, such
as analysis and synthesis, deduction and induction, the co-
nnection of logical and historical processes, the search for
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cause-effect relationships, the laws of dialectics.
The project and process approaches are used as special

economic and managerial methods. The process approach has
allowed us to consider areas of economic activity as indepen-
dent processes that need to be controlled. The project approach
has revealed common factors that create effective control at the
enterprise level as a whole.

Innovative techniques are used. Innovation is needed to
improve the competitiveness of enterprises in the market.
Innovations are in conflict with established standards, rules,
indicators of control. Finding a balance between retaining the
traditional market niche and entering an innovative product is a
difficult task. Systematic approach and the laws of dialectics
allow to solve this problem.

International standards of enterprise management in the
field of control, quality, development strategy are used. This
suggests a high practical significance, universality and the
possibility of introducing the results of the research into the
economic activity of a real enterprise.

Currently, there is a wide variety of approaches to the
organization of the internal control system at an enterprise. This
article presents the author's attempt to use the main levels
(cross-sections) of economic activity to form an effective system
of internal control of a real enterprise.

3. Results

As part of solving current and strategic tasks of any
enterprise, it is important to ensure that control procedures are
carried out when performing various management functions.
The author's approach proposes to consider the following
managerial functionality:

3.1. Risk management

This management task can be effected using the inter-
national management standard COSO ERM (Enterprise Risk
Management) (COSO, 2017). In the framework of this direction
the classical stages of the organization of control activities
should be considered (Figure 1).

First, it is management and culture. The effectiveness of
control becomes higher if it is incorporated and implemented
through corporate culture and established standards of behavior.
In the face of increasing competition for human resources, such
concepts as team building and leadership become important. All
employees of the company should understand common goals
and contribute to their achievement. On the other hand, the
company's management must understand the needs of its
employees and take care of their personal development and
career growth. In this case, the staff incentive system will create
a positive work motivation and lead to the effective fulfilment of
current and strategic tasks.

Second, it is a strategy and goal setting. The strategy must
take into account the competitive advantages of the enterprise.
An analysis of the strengths, weaknesses, opportunities and
threats for the company should be performed. The time horizon
of the strategy must be at least five years. The goals should be
measurable, specific, achievable, relevant, time-bound. Strate-
gists and goals should cover all structural and functional units of
the enterprise. This will make monitoring their implementation
and managing risks easier.

Third, the effectiveness of activities. Control procedures

should take into account the performance criteria. On the other
hand, a mechanism should be developed for the informed choice
between efficiency and risk. It is well known that the magnitude
of the effect and risk have an inverse functional relationship.
This must be taken into account when entering the market,
struggling with competitors, modifying products and services,
managing the economic resources of the company.

Fourth, monitoring and implementing changes. Control in the
modern economy is a transition from the control of rigid stan-
dards to the control of flexibly changing goals and objectives of
the enterprise. This is a process of constant change. The main
difficulties in the work of the internal control system are related
to the reluctance of employees to change. Accordingly, for
effective risk management, constant monitoring of the company
business is required. This task should be performed by the
internal control system.

Fifth, information, communication and reporting. This position
is particularly relevant in the innovation economy, where
knowledge sharing becomes a key factor in the development of
companies. In modern corporations, integrated information sys-
tems are being created. Depending on the tasks and functions
performed, employees have access to the company's general
information resource and its reporting. Accordingly, there is the
possibility of rapid decision-making and checking in the context
of rapid market changes.

3.2. Quality management

This management task can be solved using international
quality management standards ISO 9001:2015. In this area, it is
necessary to consider the process of quality management at the
enterprise and ensure its control (Figure 2).

The author's approach is a multi-level organization of control
and quality management at the enterprise. We proceed from the
value orientation of the company's products and services to
consumer preferences. Modern market competition is not price
competition, it is competition through the quality of products and
services. This thesis is confirmed by the development of the
innovative (digital) economy. On the other hand, a quality
product (service) is the result of a quality business process.
Accordingly, the quality of business processes is entirely
determined by the quality of the enterprise’s management.

In this regard, such concepts as the life cycle of products
(services) are of particular relevance; resource management;
management responsibility; analysis, measurement improve-
ment. This approach involves the use of international quality
standards in the formation of the internal control system at the
enterprise. The control function should be logically interconnected
with the procedures for checking and maintaining the quality of
products and business processes of the enterprise management
system.

In the scientific literature it is noted that the quality mana-
gement system should link the control of internal and external
indicators of financial and economic activities (Anttila, & Jussila,
2017). It is necessary to constantly monitor such indicators as
the level of product sales, the company's market share, the
composition and structure of market demand, the efficiency of
using property and sources of its formation, the cost of products
(services), the ratio of fixed and variable costs, labor pro-
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ductivity, the number of rejects and consumer complaints,
quantitative and qualitative composition of the workforce,
turnover rate, other indicators of the development strategy and
business plan of the company (Chen et al., 2016).

3.3. Innovation management

This management task can be effected using the Balanced
Scorecard (BSC) with the appropriate control organization
(Schäfer, 2001). This methodical approach involves the use of
control procedures at the level of financial activity, market
activity, organization of business processes and in the field of
personnel development (figure 3).

A balanced scorecard allows one to manage the enterprise
and control its investment attractiveness. As components of
investment attractiveness, one can consider the market, finan-
cial, social, budgetary and environmental attractiveness of an
enterprise. The main task of the balanced scorecard is to
preserve the stock of the investment attractiveness of an
enterprise when moving from current production and business
activities to promising (innovative). KPIs (Key Performance
Indicators) can be considered an alternative and additional tool
of the balanced scorecard system (Iorga, & Scarlat, 2014).

BSC and KPI must be applied simultaneously to more
effectively address the challenges of innovative enterprise de-
velopment. The fact is that BSC allows to ensure the strategic
development of the organization in conditions of limited eco-
nomic resources and market opportunities, and KPI will provide
the most effective transition from current control indicators to
new ones established under the influence of market changes
and scientific and technological progress.

As already noted, modern conditions require the organi-
zation of a flexible system of control of innovative activity of the
enterprise. To ensure the effectiveness of this task the
organization of the project office is required. It is necessary to
create a center of responsibility for the adjustment of control
indicators and their monitoring. Analysis is possible on such
parameters as the price of a new product (service), the avail-
ability of market analogs, the competitive advantages of the
innovation, the cost of research and pilot tests, the costs of
organizing manufacturing and industrial production of innovation,
profitability and the life cycle of the innovation (Amanchaeva,
2012).

At the same time, the internal control system should be
financially, methodically and technically provided. Control pro-
cedures should be structured according to goals, objectives,
cost centers and profit centers, functional responsibilities and
responsibility centers. The innovative development strategy should
be consistent with the current strategy of the enterprise.
Indicators of innovation activities should be included in the BSC
and KPI (Moskvin, et al., 2016).

In an innovative (digital) economy, every enterprise has to
pay attention to its employees. Employees are the generators of
new ideas and knowledge. The incentive and control system
should contribute to the innovation activities of the company’s
employees.

3.4. Personnel (HR) Management

This management task can be effected using a three-degree
protection model (FERMA/ECIIA, 2010). The essence of the

approach is to establish a system level of personnel mana-
gement with incorporated control procedures (figure 4).

A systematic approach to the formation of control proce-
dures in personnel management, in turn, assumes that the
enterprise has an operational and specialized level of ma-
nagement and control. The operational circuit includes all
employees of the company responsible for the qualitative per-
formance of their duties to solve current and strategic tasks
involved in the company's traditional and innovative projects.
Control procedures in this case are prescribed in the job
descriptions of employees. The specialized circuit can be re-
presented by an internal control service of the enterprise or by
external auditors for specific control tasks. In their unity, the
three levels of protection represent the enterprise’s internal
control system.

In the scientific literature, it is noted that modern international
financial reporting standards imply setting internal control as a
mandatory element of the personnel management system.
(Vyruchayeva, 2014). At the same time, the three levels of
personnel management and control allow one to integrate the
implementation of tasks of risk, quality and innovation manage-
ment.

Human resource management involves continuous moni-
toring of the effectiveness of the organization under various
innovative scenarios. In this context, the internal control system
acts as a consultant, providing feedback and adjustment of the
financial and economic activities of the enterprise. Such actions
allow the organization to effectively predict potential innovative
risks and to improve the internal control process accordingly.
Thus, with the help of the three levels of personnel control,
elements of the risk management standard and the stages of the
innovation process, the enterprise regularly assesses the
potential consequences of internal control for its innovation acti-
vity and the infrastructure in use, flexibly changes and improves
KPI and BSC.

As a result, after the analysis of the four most important
management functions in the field of risk management, quality
management, innovation management and personnel manage-
ment in relation to the control activities, the following author's
thesis can be formulated. The effectiveness of the internal
control system can be increased through a multi-level approach
to its organization and regulation.

4. Discussion

Many scientific papers are devoted to the integration of
various international standards into the enterprise management
system. This is due to the need for standardization of business
procedures and business processes to improve product quality.
Researchers point out that control is a necessary element of the
quality management system (Batbooti, et al., 2015). Control
activity is necessary for the effective development of an en-
terprise. Control allows one to optimize current costs and select
the most promising areas for innovative development of the
enterprise. The internal control system ensures the fulfillment of
the preset current and strategic indicators, their flexible change
in the conditions of the innovation economy and changes in
consumer requirements for the quality of products (services). It
is especially important to note that in the formation of the internal
control system and the quality management system, it is nece-
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ssary to use the practical experience and results of diagnostics
of the enterprise (Chiarini, 2017).

A significant debatable point is the issue of monitoring and
adjusting the established key performance indicators of an
enterprise and as a result of a balanced scorecard (Wu, 2012).
The fact is that the control itself, the control procedures and
those responsible for the control must also be assessed. There
is a considerable amount of research to assess the internal
control system. The most important criterion of the effectiveness
of the internal control system is the analysis of deviations of the
obtained actual indicators from their predicted values. Devia-
tions analysis can be carried out according to the functions of
the management system identified in this study – in the field of
risk, quality, innovation, personnel management. This will make
it possible to most accurately assess the system of internal
control of any enterprise.

In the matter of resolving contradictions between the
production of traditional and innovative products, the authors
proposed an approach to integrating the control function into the
institutional environment of the enterprise. This implies both
formal and informal establishment of control procedures. The
staff incentive system should be formed in such a way as to
minimize resistance to control. This can be done through stu-
dying the composition and structure of the needs of employees,
their personal qualities, the adjustment of their professional and
job responsibilities (Akhmetshin et al., 2017b).

Other studies confirm the correctness of the author's point of
view. Researchers note that high rates of innovative develop-
ment of an enterprise are possible if the tasks of innovative
activity are logically connected with the strategy of the enterprise
and are carried out at all levels of management. At the same
time, it is necessary to strictly follow the established plan and
fulfill the tasks of innovation activity in corporate, business,
functional and strategic areas (Melnik, et al., 2015).

On the issue of implementation of the methodology of the
three levels of personnel management and control at the enter-
prise, it can be noted that this stage is final and integrating all
the areas of economic activity. In this case, all previous steps
must be fulfilled: the internal control system created, the inter-
national quality standards introduced, the enterprise strategy
developed and implemented, the tasks of innovation activity
defined and logically connected to the strategy, the feedback
procedures and improvement of the control system provided.
The systematic work of the internal control system will allow the
company to respond in a timely manner to market changes,
conduct effective innovation, ensure compliance with the re-
quirements of state bodies, and minimize errors in maintaining
financial, accounting, tax and statistical reports. In an innovative
economy, success is granted to an enterprise that can quickly
and flexibly change the established benchmarks and improve its
development strategy.

5. Implementations

Improving the company's internal control system is possible
through the effective implementation of the following mana-
gement functions:

1. Risk management. In establishing control procedures, the
following steps should be taken into account: management and
culture; strategy and goal setting; operational efficiency;
monitoring and implementation of changes; information, co-
mmunication and reporting.

2. Quality Management. When establishing control proce-
dures, the following steps should be taken into account: product
(service) life cycle; resource management; management res-
ponsibility; analysis, measurement and improvement.

3. Innovation management. When establishing control
procedures, the following steps should be taken into account:
financial activity, market activity, organization of business pro-

cesses, development of personnel management; analysis, mea-
surement and improvement.

4. Human Resource Management. In establishing control
procedures, the following steps should be taken into account:
operational, specialized, systemic.

Thus, the control activity is an effective tool for improving the
development strategy of an enterprise in the context of constant
market changes, increasing requirements for human resources
and the quality of work of an enterprise.

6. Conclusion

The main result of the study is the identification of a special
place of control in various sections of the economic activity of an
enterprise. The international standards for the formation and
operation of the control system contain recommendations on
risk assessment, control procedures, information exchange and
the establishment of monitoring. This allows the company in the
simplest form to provide control of its economic activity. To
ensure high quality products, we must ensure the functioning of
the control system with regard to international quality standards.
Control should be the responsibility of management and exe-
cutives, be present at all stages of the product life cycle, ensure
effective resource management. The next task is to provide both
current and strategic control tools in the enterprise manage-
ment. To this effect, control must be integrated into the system
of balanced indicators and key performance indicators. It is
important to ensure control of financial activities, use of human
resources, business processes and counterparties of the enter-
prise. For the organization of innovation, it is important to move
to a system of flexible internal control. This will allow to resolve
the contradiction between the traditional and innovative tasks of
enterprise development. It is necessary to take into account the
proven practice recommendations for the formation of a control
system associated with the three levels of protection – in the
operating, specialized and system activities of the enterprise.
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