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e3- con t r o l  d ev e lop m en t

¾ 2 0 0 5  

¾ Value perspect ive on cont rol

¾ Learn where value can be lost
¾ No operat ional solut ion

¾ 2 0 0 6  

¾ State of the art  literature:  academ ic and best  pract ices
¾ Cont rol is a process- level issue;  extend e3-cont rol into

process perspect ive

¾ Mid 2 0 0 6

¾ Pat terns of operat ional cont rol problem s and solut ions
¾ Lat e 2 0 0 6

¾ AAD approach (process perspect ive)
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St at e- o f - t h e- ar t  Li t er a t u r e  ( 1 )

¾ e3- v a lu e
¾ Value perspect ive is lim ited

¾ REA 
¾ REA is very popular in academ ic circles, but  not  

among software vendors and pract it ioners 
¾ Acad em ics

¾ Focus on internal cont rol
¾ SOX:  Sar ban es- Ox ley  Act

¾ Public company account ing reform and investor 
protect ion act  of 2002 

¾ Does not  specify how a business should execute 
cont rols. 

¾ Defines legal const rains for auditors and 
management ;  it s implementat ion relies on other 
best  pract ices 
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St at e- o f - t h e- ar t  Li t er a t u r e  ( 2 )

¾ COSO ( Internal Cont rol Framework, Enterprise Risk 
Management  Framework) , COBI T ( Cont rol Object ives 
for I nformat ion and related Technology)  Framework

¾ No well-defined audit ing rules to describe the 
business logics of cont rol problem s and solut ions 

¾ high level guidelines and lists of cont rol act ivit ies 
and indicators for r isk flaws 

¾ Control is…
¾ COSO:  process 
¾ COBI T:  policies, procedures, pract ices and 

organizat ional st ructures designed to provide 
reasonable assurance that  the business object ives 
will be achieved and undesired events will be 
prevented or detected

¾ Focus on internal cont rol  
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Th e BLL:  Focu s on  Ex p or t  o f  Ex cise 
Good s 
• Th e ex p or t  o f  ex cise g ood s

– Excise goods
– Exempt ion for excise payment based on paper-based flow

of excise documents (Adm inist rat ive Accom panyung
Document , AAD)

• Ex cise Fr au d in  EU
– Fraud with alcohol:  8%  of the total excise duty receipts per year 

( ¼ 1,5 billion, est im ate m ade in 1998) . 
– Fraud with cigaret tes:  9%  of the total excise duty (est im ate m ade 

in 2006)
– MEMO/ 06/ 221, 2006.

• Th e Di lem m a o f  t h e EU
– I ncrease cont rol and security
– Reduce adm inist rat ive burden

• Goal  o f  t h e BLL
– Radical rethinking of the current processes related to

export  of excise goods
– Redesign based on innovat ive technologies to:

• Ensure sim p l i f i cat ion and reduct ion of the adm inist rat ive
burden for the com panies

• Preserve con t r o l and secu r i t y requirem ents
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Step 2
Model of control

problems

Step 3
Ideal model 
with controls 

Step 1
Ideal model

Source: kartseva (2005)

e3- con t r o l  ( Kar t sev a 2 0 0 5 ) :  A Th r ee St ep s 
An aly sis



22 January, 2007 Ziv Baida

Pr e l im in ar y  r esu l t s – d el i v er ab le 3 .2
• Resear ch  ap p r oach :  com b in in g  b o t h  v a lu e an d  

p r ocess p er sp ect i v es

Process perspectiveValueperspective Valueperspective

Step1:
Preliminary 
analysis

Step2:
Identify           
control
problems

Step3:
Control 
mechanism
redesign

Step4:
Evaluation

Design initial 
business model 
in an ideal 
situation. To 
find out critical 
value transfers 
and involved 
actors

How current 
controls are 
applied to 
safeguard these 
values transfers, 
and identify 
flaws in the 
current situation

Add/change 
control 
mechanisms 
according to 
auditing and 
accounting 
control 
principles 

Evaluate the 
new business 
model from a 
value 
perspective, to 
investigate 
financial 
feasibility. 
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Sn ap sh o t :  e3- con t r o l
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AAD:  an  in t r od u ct ion  ( 1 )
AAD is a process based approach to apply cont rol 

pr inciples with respect  to actors, act ivit ies and 
documents.

• Actor
– Responsible actor

– Evidencing actor
– Cont rol actor

• Act ivity
– Operat ional act ivity
– Evidencing act ivity

– Cont rol act iv ity

• Document
– To-be verified docum ent

– Support ing docum ent

– Verified docum ent
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AAD:  an  in t r od u ct ion  ( 2 )

………
P4…P8

Yes, but it is only 
checked upon request.

Supporting doc. : 
AAD
Evidencing activity: 
acceptance of beer 
shipment by EW 
and Customs UK

Is there a supporting 
document furnishing 
the evidencing 
activity?

P3

Evidencing actor: 
EW/ Customs UK 
(Trustworthy)

Control actor: 
BeerCo

No direct witness.
Yes, the evidencing 
activity is delegated.

No direct witnessCan the Control actor 
directly witness the 
execution of the 
operational activity?
If no, is the evidencing 
(witnessing) activity 
delegated to an 
evidencing actor 
(trusted third party)?

P2

Control activity: 
Verify excise free 
declaration

YesOperational activity: 
Declare export 
without  excise 
payment

Does the control 
activity exist and 
follow the 
corresponding 
operational activity? 

P1

Check (Yes/No)SpecificationControl Pr inciples

AAD control model AAD control pr inciples with checking list
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Mod el in g  Valu e &  con t r o l
• Value perspect ive:  

– Not  r ich enough to provide operat ional solut ions. 
– Focus on cost / benefit  does not  fit  the public sector

• What  is value?

• Public interest
• Legal com pliance

• Polit ical environment

• Process perspect ive:  t radit ional;  no benefit  of 
high level of abst ract ion

• Combine perspect ives
– AAD approach

– I s a link m issing between value and cont rol?

• B2G relat ionships:
– Can we drop the requirem ent  for reciprocity?
– Another unit  of analysis, instead of value objects?
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