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Internal Auditing and Internal Controlling in Romanian Medium-Sized Enterprises
by Alina Libianu, Accounting & Taxation Services

In Romania’s dynamic business environment, medium-sized enterprises play a key role.
However, as they grow, sound corporate governance becomes increasingly important: internal
audit and controlling are central instruments in this regard.
While large companies have developed these functions extensively, implementation among
medium-sized enterprises varies considerably — although the benefits are clear.

Internal Audit in Medium-Sized Enterprises

Internal audit is an independent review that evaluates risk management, internal control
systems, and overall corporate governance. Large Romanian companies, particularly
multinational groups, have long relied on specialized departments that follow group-wide or
international standards and report directly to management or the audit committee — often
using comprehensive reporting structures.

In medium-sized enterprises, implementation varies significantly: some companies rely on
internal teams or — more flexibly and scalably — outsourcing solutions. Limited resources,
constrained budgets, or skepticism toward new structures often prevent companies from
taking the first step.

However, without professionally conducted internal audits (whether in-house or external),
companies face substantial risks such as fraud, control deficiencies, regulatory breaches, and
operational inefficiencies. In practice, undiscovered, unresolved, or sanctioned irregularities
generally result in considerable additional effort and costs that far exceed those of an internal
audit. Outsourcing therefore represents a cost-effective and immediately available solution.

It is also worth mentioning that companies subject to statutory audit requirements are legally
obliged to establish an internal audit function.

Internal Controlling: An Important Role

Internal controlling (or management control) is more common among medium-sized
enterprises, although not always in the form of a dedicated department. It covers planning,
budgeting, and performance management, while also supporting business decision-making.
In Romanian companies, this role is usually assumed by the accounting department rather
than by specialized controllers.

However, this approach often lacks the strategic depth of a well-developed controlling system.
As a result, numerous tools such as budgeting, cost control, and KPIs — all of which can
significantly improve planning, variance analysis, and decision-making — are frequently
underutilized.

Differences Between Large and Medium-Sized Enterprises

A key difference between large corporations and medium-sized enterprises in Romania lies in
the degree of formalization of these functions. Large companies generally have dedicated,
specialized departments for internal audit and controlling.

Among medium-sized enterprises, the picture is more inconsistent: while some companies
successfully use these practices to improve governance and performance, others operate
more informally. This creates room for circumstances that may jeopardize efficiency and, in
some cases, legal compliance.

This clearly demonstrates that, regardless of company size, strengthening awareness of
internal audit and controlling is worthwhile.



Challenges and Solutions

Medium-sized enterprises often struggle with budget constraints, shortages of qualified
personnel, and — not infrequently — resistance to change. Practical solutions include, among
others:

e outsourcing internal audit activities to external experts, enabling access to expertise
without significant staffing costs;

e gradually building a controlling system, starting with simple tools for financial planning
and reporting;

o training programs and ERP systems, which already help improve audit and controlling
efficiency.

Using New Instruments

An IDC study from 2024 (sponsored by Caseware), involving 1,000 professionals from the
auditing and accounting sectors, shows that artificial intelligence (Al) is increasingly entering
the profession.

78% of internal audit teams already use data analytics. This increases efficiency and opens
access to new audit areas such as ESG and behavioral analysis.

53% of respondents view Al as a quality booster, while 76% expect Al to fundamentally
transform auditing and accounting over the next decade.

Conclusion

Internal audit and controlling are not merely topics for large corporations, but essential pillars
of effective corporate governance also for medium-sized enterprises.

Although their scope differs depending on company size, their importance remains
undisputed. Companies that implement these instruments internally or through external
service providers enable effective risk management and sustainable efficiency.

In an increasingly competitive and regulated market, these tools help secure long-term
success and stable growth.
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