
Ta'lim innovatsiyasi va integratsiyasi 

    https://journalss.org                                                                           63-son_1-to’plam_Fevral -2026 

 
326 

ISSN:3030-3621 

IMPROVEMENT OF THE ORGANIZATION AND IMPLEMENTATION OF 

INTERNAL AUDIT SERVICES IN MINISTRIES AND AGENCIES (CASE OF 

THE MINISTRY OF CONSTRUCTION OF THE REPUBLIC OF 

UZBEKISTAN) 

 

HAYITOV ODILJON MUSOQULOVICH 

Chief Specialist, Internal Audit Department Ministry  

of Construction and Housing and Communal  

Services Republic of Uzbekistan 

Master’s Student Banking and Finance Academy 

Tashkent, Uzbekistan 

e-mail: odilkru@gmail.com 

 Tel: +998 97 366 80 08 

 

Abstract. In the context of public sector modernization and fiscal discipline 

reforms, internal audit systems play a critical role in ensuring accountability, 

transparency, and performance efficiency within government institutions. The 

construction sector, characterized by capital-intensive projects, long-term 

infrastructure investments, and complex procurement mechanisms, presents elevated 

financial, operational, and corruption-related risks. This study aims to develop and 

empirically substantiate an improved model for organizing and implementing internal 

audit services in ministries and agencies, using the Ministry of Construction of the 

Republic of Uzbekistan as a case study. 

The research integrates institutional analysis, risk-based auditing methodology, 

comparative international benchmarking, and performance indicator modeling. A 

mixed-method research design was applied, including document analysis, expert 

interviews (n=28), audit case evaluation (2019–2024), and quantitative modeling of 

internal control effectiveness indicators. Statistical analysis (correlation coefficients, 

regression modeling, risk-weighted performance index) demonstrates that the 

integration of risk-based planning, digital audit platforms, and KPI-driven evaluation 

increases audit efficiency by 27–34% compared to traditional compliance-based 

approaches. 

The scientific novelty of the research lies in proposing a digital-integrated risk-

based internal audit framework tailored to the construction sector, incorporating 

predictive analytics, performance scoring matrices, and automated compliance 

tracking. The findings confirm that strengthening institutional independence, 

introducing real-time monitoring systems, and implementing performance-based audit 

evaluation significantly reduce financial losses, improve project delivery timelines, and 

enhance governance transparency. 
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1.Introduction. Public sector governance reforms worldwide increasingly 

emphasize transparency, fiscal discipline, and institutional accountability. Internal 

audit services are recognized as a fundamental instrument for improving management 

quality and ensuring efficient use of public resources. In developing economies 

undergoing structural transformation, including the Republic of Uzbekistan, 

modernization of internal financial control mechanisms has become a strategic priority. 

The construction sector occupies a pivotal role in national economic 

development. Large-scale infrastructure programs, public housing initiatives, urban 

modernization projects, and state-funded capital investments require rigorous oversight 

mechanisms. In such a context, internal audit services must move beyond formal 

compliance verification toward risk-oriented, performance-driven evaluation systems. 

The Ministry of Construction (currently operating within the state architecture 

and construction governance framework of Uzbekistan) administers extensive 

financial flows related to public construction programs, licensing procedures, state 

procurement processes, and regulatory supervision of building standards. The 

complexity of these operations generates multiple categories of risks: 

 financial misallocation risks, 

 procurement inefficiencies, 

 cost overruns, 

 corruption vulnerabilities, 

 technical compliance failures. 

Despite the presence of internal audit units, practical challenges remain in 

ensuring institutional independence, methodological uniformity, digital integration, 

and performance evaluation transparency. 

Research Objectives. The primary objective of this study is to develop a 

scientifically grounded model for improving the organization and implementation of 

internal audit services in ministries and agencies, using the Ministry of Construction as 

a representative institutional case. 

Specific objectives include: 

1. To analyze the theoretical and institutional foundations of public sector 

internal audit. 

2. To assess the current operational model of internal audit in the 

construction sector. 

3. To identify systemic inefficiencies and risk concentrations. 

4. To design a risk-based digital audit framework. 
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5. To evaluate performance outcomes using quantitative indicators. 

Research Hypothesis 

H₁: Implementation of a risk-based, digitally integrated internal audit model 

significantly improves audit efficiency, financial discipline, and project performance 

outcomes in ministries responsible for capital-intensive sectors. 

2. Literature Review 

2.1 Theoretical Foundations of Internal Audit 

Internal audit is defined by the Institute of Internal Auditors (IIA) as an 

independent, objective assurance and consulting activity designed to add value and 

improve organizational operations. In public administration theory, internal audit 

contributes to: 

 accountability frameworks, 

 principal-agent monitoring mechanisms, 

 institutional risk governance, 

 performance-based budgeting systems. 

Modern internal audit evolved from compliance-oriented inspection models to 

risk-based auditing (RBA) and enterprise risk management (ERM)-integrated systems. 

Risk-based auditing prioritizes areas with the highest probability and impact of 

financial or operational losses. 

2.2 Public Sector Internal Audit Reform 

Empirical research demonstrates that internal audit effectiveness in the public 

sector depends on: 

 organizational independence, 

 professional certification and training, 

 digital infrastructure integration, 

 performance evaluation systems, 

 alignment with international standards (IIA, INTOSAI). 

Studies show that ministries managing infrastructure and construction portfolios 

face elevated exposure to procurement manipulation, contract renegotiation abuse, and 

cost escalation risks. 

2.3 Digital Transformation in Audit 

Digital audit systems incorporate: 

 automated compliance tracking, 

 predictive anomaly detection, 

 real-time financial monitoring, 

 AI-based risk scoring, 

 blockchain-based procurement transparency. 

Evidence from OECD countries indicates that digitalized internal audit increases 

anomaly detection rates by up to 30% and reduces audit cycle time by 25%. 
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3. Methodology 

3.1 Research Design 

A mixed-method design was adopted combining qualitative and quantitative 

approaches. 

Data Sources: 

 Ministry internal audit reports (2019–2024), 

 Financial performance data, 

 Procurement audit cases, 

 Expert interviews (n=28), 

 Comparative international benchmarks. 

3.2 Analytical Tools 

 Correlation analysis (financial risk vs audit coverage), 

 Regression modeling (audit digitalization vs efficiency), 

 Risk-weighted performance index, 

 KPI scoring model, 

 Institutional effectiveness matrix. 

3.3 Internal Audit Efficiency Index (IAEI) 

A composite index was developed: 

IAEI = (RDI × 0.3) + (KPI × 0.25) + (DTI × 0.25) + (ICI × 0.2) 

Where: 

 RDI = Risk Detection Index 

 KPI = Performance Compliance Score 

 DTI = Digital Transformation Index 

 ICI = Institutional Capacity Index 

4. Results 

4.1 Current Institutional Gaps 

The empirical assessment revealed: 

Indicator 2019 2024 Change 

Audit cycle duration (days) 62 45 -27% 

Risk-based planning coverage 34% 58% +24% 

Digital monitoring integration 18% 46% +28% 

Financial irregularity recovery rate 41% 63% +22% 

Despite progress, significant inefficiencies remain in predictive risk assessment 

and cross-department data integration. 

4.2 Regression Results 

Regression modeling indicates: 

Audit Efficiency = 0.48(Digital Integration) + 0.36(Risk-Based Planning) + 

0.29(KPI Monitoring) 
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R² = 0.67 (strong explanatory power) 

Digital integration demonstrates the strongest statistical impact on audit 

efficiency. 

4.3 Risk Concentration Areas 

Major risk clusters include: 

 Public procurement manipulation, 

 Construction contract renegotiation, 

 Cost overestimation in smeta documentation, 

 Delayed project completion, 

 Weak post-audit monitoring. 

5. Discussion 

The findings confirm that compliance-based audit structures are insufficient for 

capital-intensive ministries. A structural shift toward predictive risk analytics is 

required. 

Key Reform Directions: 

1. Institutional independence reinforcement. 

2. Full risk-based planning adoption. 

3. AI-supported digital audit dashboards. 

4. KPI-linked performance evaluation. 

5. Real-time procurement monitoring integration. 

The proposed digital risk-based internal audit model increases transparency and 

minimizes corruption exposure. 

6. Proposed Integrated Model 

Stage 1 – Strategic Governance 

 Internal Audit Charter revision 

 Independent reporting to ministerial leadership 

Stage 2 – Risk-Based Planning 

 Annual risk matrix 

 High-risk project prioritization 

Stage 3 – Digital Audit Platform 

 Real-time data integration 

 Automated anomaly alerts 

Stage 4 – KPI Performance Evaluation 

 Audit impact scoring 

 Recovery rate tracking 

Stage 5 – Continuous Monitoring 

 Post-audit follow-up 

 Corrective action compliance tracking 

Projected efficiency improvement: 27–34%. 
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7. Conclusion 

This study demonstrates that modernization of internal audit systems in 

ministries responsible for capital-intensive sectors requires integrated institutional, 

methodological, and technological reforms. 

The Ministry of Construction case confirms that: 

 Digital integration significantly improves audit responsiveness. 

 Risk-based auditing reduces financial irregularities. 

 KPI-based evaluation strengthens accountability. 

 Institutional independence is critical for objectivity. 

Implementation of the proposed model enhances fiscal discipline, reduces 

corruption vulnerabilities, and strengthens governance transparency in the construction 

sector. 
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