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Abstract

Being a management tool, controlling can ensure the consistency of operational and strategic
planning within the public sector, adapt the inner structure to solve complex problems,
coordinate and integrate functional areas of activity and ongoing processes, and maintain
constant information support for making managerial decisions at all levels of the organization.
The issues of forming a controlling system in the public sector are insufficiently studied. The
article offers practical recommendations for the implementation of a controlling system in the
public sector. The study addresses the functional and organizational features of economic
entities in the public sector (federal ministries, federal agencies, federal services, legislative and
judicial authorities, and state non-profit organizations). As a result, the authors have concluded
that the introduction of a controlling system in the public sector is relevant for various
organizational and legal forms but should consider the functional powers performed. The paper
presents a typical profile of the functional structure of controlling in the public sector. The study
results are intended for executive authorities when they implement a controlling system in
accordance with the departmental project of the Ministry of Finance of the Russian Federation
“Electronic SMART control (controlling) and public finance accounting for management
decisions”.

Keywords: controlling system; public sector; new public administration; SMART control
(controlling).

Resumo

Sendo uma ferramenta de gestdo, a controladoria pode garantir a consisténcia do planejamento
operacional e estratégico do setor publico, adequar a estrutura interna para resolver problemas
complexos, coordenar e integrar as areas funcionais de atividade e os processos em andamento,
e manter um suporte constante de informacdes para a tomada de decisGes gerenciais no todos
0s niveis da organizacao. As questdes da formacdo de um sistema de controle no setor publico
sdo pouco estudadas. O artigo oferece recomendacdes praticas para a implementacdo de um
sistema de controle no setor publico. O estudo aborda as caracteristicas funcionais e
organizacionais de entidades econdmicas do setor publico (ministérios federais, 6rgaos federais,
servigcos federais, autoridades legislativas e judiciarias e organizacdes estaduais sem fins
lucrativos). Como resultado, os autores concluiram que a introducgdo de um sistema de controle
no setor pablico é relevante para varias formas organizacionais e legais, mas deve considerar
os poderes funcionais desempenhados. O trabalho apresenta um perfil tipico da estrutura
funcional da controladoria no setor publico. Os resultados do estudo destinam-se as autoridades
executivas quando implementam um sistema de controle de acordo com o projeto departamental
do Ministério das Finangas da Federagdo Russa “Controle eletronico SMART (controle) e
contabilidade das financas publicas para decisfes de gerenciamento”.

Palavras-chave: sistema de controle; setor publico; nova administracdo publica; Controle
SMART (controle).
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Resumen

Al ser una herramienta de gestion, el control puede garantizar la consistencia de la planificacion
operativa y estratégica dentro del sector publico, adaptar la estructura interna para resolver
problemas complejos, coordinar e integrar areas funcionales de actividad y procesos en curso,
y mantener apoyo de informacidn constante para la toma de decisiones gerenciales en todos los
niveles de la organizacion. Los problemas de formacion de un sistema de control en el sector
publico no estan suficientemente estudiados. El articulo ofrece recomendaciones practicas para
la implementacion de un sistema de control en el sector publico. El estudio aborda las
caracteristicas funcionales y organizacionales de las entidades econdémicas del sector publico
(ministerios federales, agencias federales, servicios federales, autoridades legislativas y
judiciales y organizaciones estatales sin fines de lucro). Como resultado, los autores han
concluido que la introduccién de un sistema de control en el sector publico es relevante para
diversas formas organizativas y juridicas, pero debe considerar los poderes funcionales
realizados. El articulo presenta un perfil tipico de la estructura funcional del control en el sector
publico. Los resultados del estudio estdn destinados a las autoridades ejecutivas cuando
implementan un sistema de control de acuerdo con el proyecto departamental del Ministerio de
Finanzas de la Federacion Rusa "Control electronico SMART (control) y contabilidad de
finanzas publicas para decisiones de gestion™.

Palabras clave: sistema de control; sector publico; nueva administracion publica; Control
SMART (controlando).

1. INTRODUCTION

The economic entities of the public sector are facing the task of ensuring the
breakthrough development of the Russian Federation. The intensification of efforts to achieve
the goals of national development leads to the search for new conceptual approaches to
management in the public sector. The role of information technology in management is
increasing; the coverage of key functional areas by automation tools is also expanding
(Kuziemski & Misuraca, 2020). There are growing requirements for the activities of civil
servants (Gusarova, 2021) and the content and quality of information used to make managerial
decisions (Isaev, 2022). Global economic changes and difficult environmental conditions
increase the responsibility of top management in the public sector for performance and
efficiency (Choi & Park, 2021; Fedchenko & Gusarova, 2021) and the use of financial and other
resources (Felicio et al., 2021).

Controlling in the public sector is a system of tools, technologies, and processes for

ensuring and coordinating the functions of managing the activities of state bodies and state
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organizations. A controlling system helps increase the efficiency, transparency, and objectivity
of information about the processes and results of such activities, eliminate risks in the short and
long term (Bracci et al., 2022), and improve the effectiveness of management decisions
(Babatunde & Dandago, 2014). Being a management tool, controlling can ensure the
consistency of operational and strategic planning within the public sector, adapt the inner
structure to solve complex problems, coordinate and integrate functional areas of activity and
ongoing processes, and maintain constant information support for making managerial decisions
at all levels of the organization.

The issues of forming a controlling system in the public sector are poorly understood,
there are no unified conceptual approaches to determining its content, and the instrumental base
of controlling has not been formed. G. Hofstede (1981) criticizes the formal transfer of the
theoretical and methodological aspects of controlling developed for the private sector of the
economy to the public sector regardless of its specifics, objective restrictions, and goal setting.

P. Panagiotopoulos, A. Protogerou, and Y. Caloghirou (2022) study the issues of
strategic management in the public sector. The scholars argue that the existing structures in the
public sector focus either on exogenous sources of dynamism or on the critical role of public
managers in promoting strategic initiatives without examining the internal processes of
organizational changes. Van Helden and Reichard (2019) and T. Felicio, A. Samagaio, and R.
Rodrigues (2021) dwell on the implementation and impact of controlling in the public sector
and compare it with the concept of New Public Management. Despite obvious prospects of
controlling, they mention an extremely small number of studies and publications in this area.
The corresponding scientific literature contains important information on feasible
implementation and various factors that affect controlling systems in public organizations.
However, there is a large knowledge gap on how to implement and improve the existing
controlling systems in public organizations (Choi & Park, 2021; Lartey et al., 2020; Moisés
Toapanta & Enrique Mafla Gallegos, 2020).

Our study considers approaches to implementing a controlling system in the public
sector for various organizational and legal forms with due regard to the functional powers
performed. In addition, we aim at developing practical recommendations for the formation of a
typical functional and organizational structure of a controlling system in the public sector.
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2. Methods

To achieve the study objective, we analyzed the features of goal-setting and functioning
of various economic entities in the public sector of the Russian Federation (federal ministries,
federal agencies, federal services, legislative and judicial authorities, and state non-profit
organizations). Based on the study of the assigned powers, we determined the features of the
goal-setting and functioning of organizations in the public sector, which should be considered
when implementing a controlling system. Given the functions that fall under the jurisdiction of
federal ministries, their goal-setting focuses on the development of state policy and legal
regulation. The goal-setting of federal services is based on control and supervision in the
established sphere. The goal-setting of federal agencies aims at providing public services and
managing state property. Executive authorities implement and maintain the process of public
administration, act as administrators of budgetary funds in the exercise of their powers, and
“have immeasurably large financial, logistical, and other types of resources [...] in comparison
with other types of public authorities” (Kuzyakin & Kuzyakin, 2015, p. 21).

Non-profit organizations in the public sector of the Russian Federation, including state
corporations and state institutions, have their own specific features. State corporations
(“Rosatom” State Atomic Energy Corporation, “Rostec” State Corporation for Assistance to
Development, Production, and Export of Advanced Technology Industrial Product, etc.) are
established by the Russian Federation based on a property contribution to fulfill social,
managerial, or other socially significant functions. State institutions are created for the
implementation of managerial, socio-cultural, or other non-commercial functions by the
Russian Federation or a constituent entity of the Russian Federation. These institutions can be
divided into three types: public, budgetary, or autonomous.

Despite the division of powers, certain functions of ministries are also performed by
services and agencies, some functions of services are transferred to ministries and agencies, and
the functions of agencies can be shared by ministries and services. Indeed, there is a problem
of blurring the powers of federal executive bodies and violating the principles of separation of
powers. The functions that are specific to a certain government body (depending on the assigned
powers) determine the features of a special functional area of a controlling system and differ
Journal of Management & Technology, Vol. 23, nimero especial, p. 136-153, 2023 140
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from those of federal ministries, federal agencies, federal services, and legislative and judicial
authorities. In turn, the functions focused on the implementation of financial and economic
activities by a government body (accounting, staffing, etc.) are typical of all such bodies. The
allocation of special and typical functional activities of a government body affects the formation
of structural units (branches, departments, offices, etc.) that form its organizational structure.

As a rule, ministries form divisions and departments, federal services and federal
agencies function as branches and departments, and courts establish colleges and divisions.
Accordingly, a controlling system as an element of the functional and organizational structure
of a government body is integrated into standard and special functional areas, as well as
standard and special structural divisions, ensuring informational and analytical interaction
between them. Thus, the approach to building a controlling system is universal for all
government bodies, regardless of their type. However, the functioning of this system is focused
on the priorities of functional areas, which determines the specifics of controlling for different
types of government bodies.

The functional structure of controlling is integrated with the organizational structure,
uniting a system of organizational units: specialized structural units (officials) empowered to
implement controlling tasks using appropriate tools and technologies. The functions performed
by organizations allow one to determine both typical functional areas (accounting, personnel,
planning and economic, organizational, information, and legal support) and special (defining
fundamental differences) functional areas (Figure 1).
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Information function

*Compiled by the authors
Figure 1. The relationship of a controlling system with the functional and organizational
structure of public institutions

For example, the special functional areas of public institutions in the field of higher
professional education include the provision of educational services. Accordingly, the
organizational structure includes faculties that organize and departments that carry out the
educational process. Public institutions in the field of healthcare comprise outpatient, inpatient,
treatment, and diagnostic units for the provision of medical services. Organizational units
implement controlling as a function of management and act as its carriers.

To build a high-quality controlling system, it is necessary to distribute tasks and powers
within structural units (Timkin, 2021). When defining tasks and powers within a structural unit,
it is necessary to follow certain principles.

1. A structural unit is headed by the responsible executor who should implement the
powers assigned. This person should have all the information within the framework of the
regulatory and methodological support required for the execution of such powers. Their
responsibilities also include controlling. The responsible executor should have the necessary
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documentary and information bases, strictly follow the requirements of the governing
documents and instructions, and develop proposals for improving the organization of work.

2. If there is no main executor, it is possible to assign a second responsible executor.
This assignment is necessary to ensure the connection between responsible executors without
losing effectiveness in the implementation of activities. In this case, the distribution of powers
within structural units and the relationship issues can be presented in the form of a process table
(Table 1).

Table
Processes of a structural unit within the sector of public administration
No. | Legal basis | Responsible Co-executor Result Planned/reporting | Implementation
executor period period
Task 1
Process 1.1
111 | | | | | l
Process 1.x
1x.1 | | | | | l

*Compiled by the authors

This table can help to ensure the relationship of tasks of structural units, functional areas
between individual actors, and employees of the organizational structure, improve activity
planning, and allocate labor and time resources most efficiently. A process table is an effective
tool for operational management, planning, preliminary, current, and subsequent control and
monitoring, which are conducted by the heads of structural units and the top management of an

organization in the public sector.
3. RESULTS

After studying the formation of the functional structure of controlling, we propose to
divide the implementation process into several stages.

Stage 1 is diagnostic. It evaluates the current management system used by an
organization in the public sector and justifies the need to improve it with the introduction of a

controlling system. The decision on the advisability of using controlling and forming its
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structures involves a critical assessment of the state and results of activities, identification of
problems, and analysis of the prerequisites for the transformation of the management system.
The task of this stage is to substantiate the need for controlling within the concept of a new
management system for the public sector.

The factors that determine the expediency of controlling are changes in the goals of
activity or their conflict with management processes, the use of outdated methods and tools for
planning and budgeting, the inconsistency of the accounting and reporting system with the
needs of internal consumers, unreliable and limited initial information, and other factors that
entail financial risks or worsen the financial management of an economic entity, which leads to
a failure to achieve the goals and objectives of strategic development. For government bodies
(organizations), it is relevant to assess the quality of state (municipal) services, the efficient use
of state resources and state property, and the dynamics of overdue receivables. In relation to
government bodies, the decision on the introduction of controlling is determined by the need to
fulfill program tasks within the framework of state strategic planning (state programs and their
structural elements). In particular, it is necessary to ensure transparency in resource
management and reasonableness in budget allocation, increase the effectiveness of monitoring
the use of budgetary funds, and form a unified electronic system for accounting and analyzing
public finances at all levels of public administration (Ministry of Finance of the Russian
Federation, 2022).

This stage considers the current management system and operational processes in a
government body (organization) and reveals their weaknesses, sets controlling tasks
considering the need to change the management system, and defines the profile and
requirements for a controlling system and its functional structure.

To provide methodological support, evaluate the management system in government
bodies (organizations), and decided on the introduction of controlling, it is recommended to use
appropriate tools (questionnaires, testing, etc.). In particular, the use of questionnaires as the
simplest form of collecting information allows one to form an idea of the basic management
processes of a government body (organization) and to formulate a judgment about prospects for
the use of controlling tools and technologies in the main functional areas (Horvath & Partners,
2005; Osipov, 2019).
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For testing (survey), it is necessary to consider the following key aspects: strategic
planning; the application of procedures for cascading strategic indicators to structural units and
personnel; the consistency of strategic goals and objectives decomposed by structural units;
structuring costs by financial responsibility centers and their different types (codes for
classifying budget expenditures); permissible deviations (significant or insignificant) of actual
and planned costs; procedures for evaluating the effectiveness of responsibility centers; the
availability of tools to motivate personnel to achieve strategic goals and objectives; the
application of tools and technologies of process budgeting; procedures for assessing strategic
and operational risks.

The result of this stage is the implementation of a controlling system and the definition
of its conceptual provisions. Typical mistakes at this stage are as follows: the introduction of
controlling procedures in a crisis state (mainly public commercial organizations); the lack of
justification for the need to readjust organizational and managerial processes; the use of
controlling from the bottom up (from certain tools).

Stage 2 is preparatory. It is connected with the functional structure of controlling.
During this stage, it is required to determine the profile of the functional structure of controlling
in a government body (organization), solve the main organizational issues of implementing
controlling functions, and establish a system of legal and methodological regulation for
applying the controlling mechanism. The task of this stage is to form methodological and legal
support for the controlling mechanism in a government body (organization).

The second stage develops local acts regulating the functional structure of controlling
consistent with its organizational structure, determines a system of target performance
indicators cascaded to structural units, ensures strategic planning and budgeting processes, and
defines the system of controlling tools by functional areas and elements.

While determining the profile of the functional structure of controlling (the main task
of this stage), it is advisable to separate the following blocks: institutional (representing the
functional areas for which structural units are formed and in relation to which the controlling
mechanism is applied), process-based (reflecting the elements of management covered by the
controlling cycle), and instrumental (including a set of methods, documentary forms, systems
of indicators, classifications, etc. used in controlling). The composition of the functional areas
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does not have significant differences for public sector units, representing the main areas of
management united by homogeneous tasks and functions being implemented. Government
bodies (organizations) have common functional areas of resource support (personnel, financial,
information, and communications), as well as accounting, planning, economic and legal
support, and organization of operational activities. There is also a possibility of identifying
special areas that ensure public procurement, investment activities, and management of state
property and assets.

Control elements in the public sector unite a set of actions and procedures that are
homogeneous and performed in the course of management processes, in relation to which
controlling tools are applied. When forming the profile of the functional structure of controlling
for a government body (organization), it is recommended to cover the main management
processes: goal setting, strategic planning, budgeting, internal control, accounting and reporting
management, and risk management. It is also relevant to identify additional processes, including
stimulation and motivation, internal monitoring, analysis, and evaluation.

Controlling tools are characterized by forms and types that have different purposes and
focus on various functional areas and elements. A toolkit that can be integrated into the
functional structure of controlling includes strategic and operational planning tools, cost-
controlling tools, profitability-controlling tools, risk-controlling tools, etc. In light of the above,
a typical profile of the functional structure of controlling in the public sector is demonstrated in

Figure 2.
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Figure 2. The typical profile of the functional structure of controlling in the public sector

The preparatory stage results in the definition of the profile of the functional structure
of controlling, as well as the sufficiency of legal and methodological support in the public
sector. Common mistakes at this stage are as follows: the excessive regulation of procedures
for applying controlling tools; the selection of internal information from departments that do
not keep records or prepare financial (accounting, statistical) reports; the formation of
methodological support to fix deviations.

Stage 3 aims at strengthening the position of controlling, as well as implementing
management tasks and processes using the controlling mechanism. The task of this stage is to
implement the main controlling functions in accordance with the tasks set.

During this stage, the following task are performed: to form a single information
platform that consolidates planning, accounting, and reporting information; to create a
management accounting system in the context of financial responsibility centers (public
services and operational processes); to integrate the system of planned and control indicators
into the management process; to build an internal reporting system, including online; to
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implement strategic planning and budgeting procedures (including the setting and
decomposition of strategic goals and objectives, managing the achievement of goals by
departments of a government body (organization), budgeting and cost estimates); to distribute
costs by value objects (processes and financial responsibility centers); to provide authorized
units with access to databases, input-output of information from software, and preventing
unauthorized access to such information sources; to assess the effectiveness of responsibility
centers based on a system of strategic benchmarks.

The main stage results in the formation of a functional structure of controlling
corresponding to the accepted profile, ensuring the transformation of management processes
and the transition to a new management system in a government body (organization). Common
mistakes at this stage are as follows: the distribution of costs by functional areas (financial
responsibility centers and various types) in the absence of income analysis; the excessive
regulation of planning, budgeting, and internal control procedures; the risk of duplication or
mutual conflict of controlling functions; the inconsistency of methodological tools used in
various functional areas.

Stage 4 is final and designed to assess the functional structure of controlling and
determine the directions for its improvement. The task of this stage is to substantiate the
feasibility of expanding controlling in relation to functional areas with due regard to the
refinement of controlling tools and technologies. This stage assesses the functional structure of
controlling and its impact on the quality of controlling in general, reuses effective practices for
the implementation of controlling functions, and develops proposals and recommendations for
improving the efficiency of controlling in the public sector.

In general, the stages of forming the functional structure of controlling are presented in

Figure 3.
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Figure 3. The stages of forming the functional structure of controlling in organizations of the
public sector
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4. DISCUSSION

The results obtained confirm modern scientific opinions on the appropriate application
of controlling principles and tools in the public sector. L.M. Garcia-Sanchez and B. Cuadrado-
Ballesteros (2016) associate new public financial management tools with increasing the
efficiency of their use. R.S. Basloom, M.H.S. Mohamad, and S.M. Auzair (2022) highlight the
importance of using information technology, quality human resources, and innovative methods
in public administration. R.F. Speklé, F.H.M. Verbeeten, and S.K. Widener (2021) study the
existing practices of controlling in the public sector.

We did not find a sufficient number of scientific papers on the implementation of a
controlling system in the public sector. The results of this study are close to the conclusions of
M.L. Vasyunina et al. (2023), who emphasize the need to develop tools, technologies, and
processes for a controlling system in the public sector. N.A. Nuhu, K. Baird, and R. Appuhami
(2019) consider changes in the public sector to increase their efficiency. Our conclusions
regarding the influence of organizational and functional features of economic entities in the
public sector further develop these studies.

The gradual introduction of a controlling system in the public sector to improve the
quality of public services and the efficiency of public entities is covered by the studies of I.A.
Angelina and I.V. Popova (2018) and A.M. Karminskii, S.G. Falko, and A.A. Zhevaga (2021).
The scholars consider the stages of introducing controlling into the management of commercial

enterprises.

5. CONCLUSION

Thus, various approaches to the development of a controlling system are equally
relevant for various organizational and legal forms. However, a controlling system is built over
the priorities of specific functional areas. For public institutions, the priority is work
performance and provision of services to implement the powers of government bodies and
public authorities of a federal constituent entity in established areas of activity provided for by
the legislation of the Russian Federation. For state corporations, the main objective is the

implementation of social, managerial, or other socially significant functions.
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The best organizational structure is built over a functional structure that includes typical
and special functional areas. The limitations of this study are that the stages of implementing a
controlling system in the public sector represent the initial stage of its life cycle. Further
research in terms of the effective formation and implementation of a controlling system in the
public sector are as follows: the integration of management processes into the electronic
environment; the creation of the motivation system for financial responsibility centers
(employees) to achieve the strategic goals of some activity; the formation of a single
information platform that consolidates data and reporting on the processes and results of
activities by functional areas and centers of financial responsibility; the introduction of tools
that allow for the rapid assessment and visualization of information on the state and movement
of resources, the level and dynamics of costs and profitability, and the achievement of strategic

goals and tasks.
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