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NMEPECTPAXOBOYHASA YCNYTA U EE SKOHOMUYECKASA NPUPOOA
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THE MEASURABILITY OF CONTROLLING PERFORMANCE

The urge to increase the performance of company processes is ongoing. Surveys indicate however, that many companies do
not measure the controlling performance with a defined set of key performance indicators. This paper will analyze three catego-
ries of controlling key performance indicators based on their degree of measurability and their impact on the financial perform-
ance of a company. Potential measures to optimize the performance of the controlling department will be outlined and put in a
logical order. The aligning of the controlling activity with the respective management expectation will be discussed as a key suc-

cess factor of this improvement project.
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Introduction. The urge to increase the performance of
company processes is ongoing. While the need to measure
and increase the performance of output orientated depart-
ments such as production is obvious, surveys indicate, that
the performance of indirect functions like the controlling are
in contrary rarely tracked. Considering the increasing over-

head in many companies, the following article describes
how to measure and increase the value added of the con-
trolling function. Based on a survey from [1], the perform-
ance of the controlling function is measured in only a mi-
nority of companies:

The performance of the controlling function is
. . 50
measured with financial and
non-financial indicators B 2 29 22
compared with benchmarks /
hest practices KR 13 24 29 25
aligned with the bonus
agreements of the controllers 2 2 147
measured at least once a year 23 13 | 18
—
Completely yes Completely no

Fig. 1. Measuring the performance

Source: Author's processing modifying [1]

The survey is remarkable as it indicates that most com-
panies do measure the performance of the controlling func-
tion at least once a year and align it with bonus agreements.
Compared with the percentage of companies who measure,
the percentage of companies who have defined financial or
non-financial indicators or use benchmarks is however sig-
nificantly lower. In other words, a significant percentage of
companies seem to measure controlling performance with-
out using defined financial or nonfinancial KPI.

Identifying relevant KPI. A basic role metaphor that is
used in literature to describe controlling is to portray the
manager as the captain of a ship (company) and the control-
ler as the navigator. While the captain is responsible for the
entire ship, the navigator suggests the right course used to
reach the set goal [2], [3], [4]. Controlling can support man-
agement by identifying, planning and steering decisions that
contribute to the added value of the company [24]. The con-
trolling function will add to the company's performance, if the

value creation of the decision support outweighs the costs of
the controlling function:

Value creation by management support
- Value consumption by controlling costs
= Value added of the controlling function

Literature has established a broad number of definitions
to measure value. The purpose of these indicators is to ex-
press complex situations in an easy figure and therefore give
the management an aggregated and fast overview [5], [6].
Out of the financial value definitions, the EBIT and the Free
Cash Flow are very common financial value definition [7]. In
general, companies combine the advantages of multiple
value figures in their reporting system [8]. The logic and
methodology described in this article to improve the value
added of the controlling function is however not specific for a
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particular financial value definition so that in the following the
genuine term performance indicator is used.

Independent from the specific financial value definition
the performance of controlling can be measured using
three categories of indicators. Input indicators relate to the
input allocated to the controlling function such as money or

headcount. Process indicators can help to evaluate the
efficiency of controlling processes The third category of
indicators are output indicators which relate to the quality
and relevance of the controlling output, in general control-
ling analysis and reports [9]:

Input indicators Process indicators Output indicators

» Use of resources e.g. headcount
» Process costs

- Degree of Standardization
- Degree of Automatization
- Degree of System Integration

Performance drivers

¥

- Process Time
- Process Loops

» Manager satisfaction
¥ Keeping deadlines

Indirect effects on profit

A

h 4

Fig. 2. The measurability of controlling performance

Source: Author's processing based on [9]

Input indicators represent the costs paid by the com-
pany to maintain the controlling function. This costs are
mainly payroll costs cost and process costs to maintain IT
and other infrastructure used by controlling. A smaller por-
tion of costs relate to travel and training costs.

Process indicators relate to the degree of automatization,
system integration and standardization of processes and the
process time needed. Also, the number of process loops
needed to finalize a controlling process is an important proc-
ess indicator. An example for process loops is the number of
budget rounds needed to finalize a budget.

Output indicators measure, to what extend controlling
delivers relevant information to the management to support
their decisions. The controlling function can influence the
behavior of decision makers towards effectiveness and
efficiency [10] and can give support to prepare decisions
and support their execution [11]. Higher decision useful-
ness of analysis and reports provided by controlling can
contribute indirectly to the financial performance of the
company by contributing to better decision making by the

Direct costs
savings

Input Process Output
indicators indicators indicators
Decision

usefulness

Financial performance of company

management. As the controller is not responsible for exe-
cuting managerial decisions, the contribution of supporting
functions like controlling to the financial performance of a
company is hardly measurable directly [12]. Although a
change in the satisfaction of management with controlling
can be measured, the impact of good or bad controlling
analysis on corporate financial results can hardly be solely
allocated to the controlling function. A satisfaction survey
with the management to identify the subjective decision
usefulness of reporting is therefore only a measurable
"substitute indicator" [6].

The impact on financial performance and the degree of
measurability differs between the introduced categories of
controlling indicators. While the financial impact of input
indicators is directly reflected as cost savings, the impact of
improved output indicators such as better management
reports on the financial performance is indirect. The follow-
ing graph illustrates the impact of controlling KPI on the
financial performance of a company:

¥

Fig. 3. The controlling impact on financial performance

Source: Author's own processing

The graph illustrates the central role of process indica-
tors and outlines a remarkable interaction between the
three indicator categories. The indicators that directly influ-
ence the financial performance of a company such as input
indicators and output indicators are difficult to influence
directly. In contrary process, indicators can be influenced

directly but will increase the financial performance only
indirectly by changing related input- or output indicators.
The following example shall illustrate this interaction. A high
degree of system integration for example does not directly in-
crease the financial performance of a company but it can influ-
ence the amount of manpower needed to prepare financial
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reports and herby lead to cost savings for this process. The high
degree of system integration can also increase the process
speed and accuracy of the report and herby increase the deci-
sion usefulness of management reports.

Process indicators are in other words indicators that
can be directly influenced during an improvement project.
Common targets of optimization projects are to increase
the amount of automatization and system integration in
order to reduce process time and increase process per-
formance. Successful projects to improve a cost structure
normally do not target to cut costs directly but target to
influence performance drivers to increase cost efficiency
and hereby reduce costs as consequence.

A change in process indicators can be translated to
cost savings using assumptions regarding the relation be-
tween certain process indicators and costs. For example, a
budgeting process with a high number of budget loops will
consume more headcount and manpower and herby im-
pose higher costs than an efficient budgeting process with
a low number of budget loops. These relations between
process indicators and costs can be quantified by analyz-
ing past data or benchmarking.

All indicators should be measured continuously to im-
prove the controlling function. The result of this measur-
ing should be compared with benchmarks or best prac-
tices to estimate how the controlling function is positioned
within its peer group. If the measuring and benchmarking
systematic is established, it is recommended to reflect
this systematic in the target setting respectively the bonus
regulation of the controllers.

Improving the relevant KPI. As introduced above the
performance of the controlling can be measured using
three categories of indicators. For a structured improve-
ment project of the controlling function respectively their
described KPI, it is helpful to understand in which aspects
and dimensions such improvement might take place and in
which logical order the process should be structured.

When reviewing the performance of a controlling or-
ganization there are two questions in focus: 1. whether
controlling produces analysis and reports that have a sig-
nificant impact on the decision making process and 2.
whether the production of those reports is as efficiently
organized as possible [13]. Optimizing processes within
controlling contributes to increase the efficiency of the con-
trolling work. The progress in system integration can lead
to an increased efficiency in generating various kinds of
reports and numbers but might hereby generate an "ocean
of data and options" [14]. By creating all those reports
without customer or strategy orientation, the effectiveness
of the reports can vanish. This phenomenon is also re-
ferred to as "effectiveness trap" [15], [16]. The effective-
ness should, in other words, be optimized before address-
ing the efficiency [16].

Standard Processes

Increasing effectiveness means to align and synchro-
nize the controlling activities with the management ap-
proach and expectations [13]. For this to be achieved, the
"products" of controlling and the underlying controlling
processes should be evaluated by the customers eg. the
management, to what extent this products match their re-
quirements and if they are in line with the strategic chal-
lenges and questions of the company [15, 17]. Increasing
the customer orientation and satisfaction will increase the
extent to which controlling products are considered in the
decision process of the management [18].

The services provided by the controlling department can
include various degrees of managerial activities. In the begin-
ning of any improvement project, it is therefore vital, that the
management evaluates its demand for different services of the
controlling function and which importance it assigns to them.
The controlling role models can be a basis to elaborate what
kind of controlling services the management is willing to ap-
preciate and accept [16]. The general trend is a decreasing
importance of data and report generation and an increasing
importance of analysis and consulting [19].

After the controlling activities have been synchronized
with the management expectations, the efficiency of the
controlling process can be addressed. [20] introduced three
key measures to increase efficiency in the controlling field,
also referred to as the "industrialization in controlling":
(1) standardization and simplification of processes for fore-
cast, planning and reporting; (2) improving efficiency by
using shared service solutions with two subcategories
"center of scale" and "center of excellence"; (3) improving
IT infrastructure. This approach was followed by [18] who
added (4) simplifying and shortening the reporting material.

The described measures impose a different level of or-
ganizational change effort. To avoid resistance in organiza-
tions towards the improvement project, it is recommend-
able to address the measures one by one, starting with the
measure, which requires the smallest organizational
changes. Systematically, the improvement project can be
extended to measures that involve a higher degree of or-
ganizational change effort [21, 22].

Conclusion and outlook. The controlling function will
add to the company's value, if the value creation of the
decision support outweighs the costs of the controlling
function.

Management expectations towards the effectiveness
and efficiency of the controlling functions are increasing.
Following recent surveys, the focus of the activities within
the controlling function is expected to further shift from
passive roles such as data preparation to more active
roles, such as advising management and initiating change
processes [16]. The controlling department should further
streamline its standard reporting activities on the one side
and increase its management support to prepare business
decisions on the other side.

| Management Support |

N

Fig. 4. How to influence the added value of controlling

Source: Author's own processing
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Based on the above research, it can be recommended
to improve management support by aligning the control-
ling activity with the management approach and expecta-
tions. Besides reviewing the existing reports for their ef-
fectiveness, controlling should identify business-
partnering projects to improve the value it adds beyond
providing standardized management reports. The neces-
sary resources for such business-partnering projects can
be gained by shifting the resources from the unneeded
tasks to the uncovered needs. To get the support for this
business-partnering role of controlling, some sample pro-
jects should be agreed upon with the top management.
Those projects can be first set up on the central level as
pilot projects, which can be later rolled out through the
organization. The required learning and training activities
should be provided closely to the projects instead of fo-
cusing on formal trainings.
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BUMIPHICTb YNPABJIIHHA NMPOAYKTUBHICTIO

lMpazHeHHs1 nideuwyumu npodykmueHicmb npoyecie komnaHii mpueae. [JocnidxeHHs1 noka3yromb, oOHakK, ujo 6azamo KkomnaHili He
8UMIpIOIOMb KOHMPOJIOYYy pobomy 3 fMeeHUM MnepeslikoM K/IYO8UX MOKa3HUKie eghekmueHocmi. Y cmammi npoaHanizoeaHi mpu
Kamez2opii KOHMpPOoJII0 K/0408UX MOKa3HUKie eghekmueHocmi 3anexHo 8i0 ix cmyneHs eumipHocmi ma ixHili ennue Ha d¢iHaHcoei
nokasHuku komnaHii. lMomeHyiliHi 3axodu 3 onmuwmi3layii npodykmueHocmi KOHMpPOs/bHO20 8iddiny euknadeHi i mocmaesneHi 8
noz2iYHomy nopsioky. BupieHroro4u KoHmpostoryy OisnbHicmb i3 8i0noeidHUM OYiKyeaHHSIM ynpaesiiHHs, siKk 0OUH i3 KJIl0408UX YUHHUKIe
ycnixy ybo20 npoekmy, 062060peHO yOOCKOHa/IEHHS.

Knro4oei cnoea: koHmposb, ynpaeniHcbkul 06J1iK, KOHMPO/bHI MOKa3HUKU egheKmueHoCmi, KOHMpPOJIb Posli Mmoderni.

B. llaBan, akoHoMuUcT
YHuBepcuteT Tummuinoapu, Tumminoapu, PymbiHus

N3MEPAEMOCTbDb YNPABJIEHUA NPOU3BOAUTENIBHOCTbLIO

CmpemrneHue noebicums npou3eodumesibHOCMb Mpoyeccoe KoMnaHuu npodomkaemcsi. UccnedoeaHusi nokasbiearom, oOHaKo, 4mo MHoaue
KOMIMaHuUu He U3Mepsilom KoHmposiupyrowyto pabomy c onpedesieHHbIM HabopoMm Kitovesbix rokazamernel aghgpekmueHocmu. B cmamebe
npoaHanu3uposaHbl Mpu Kameao0puu KOHMPOJIsi K/1oYyeabix nokazamesnel 3ghghekmueHOCMU 8 3a8UCUMOCIMU OM UX cCmerneHu umepsiemocmu u
ux enusiHue Ha (huHaHcoeble nokasamesiu komnaHuu. [lomeHyuanbHble MePLI M0 OMNMUMU3ayuU MPOU3800UMeNIbLHOCMU KOHMPOJIbHO20 omadena
U3J10)KeHHbI U 1ocmasJsieHbl 8 J102u4ecKkoMm rnopsioke. BbipasHueasi KOHMponupywyo OessmeslbHOCMb C COOMEEemMcmeyWuUM OXUdaHUsIMU
ynpaeJsieHusi, 8 kayecmee 00HO20 U3 K/1l0Ye8bIX (haKmopoes ycriexa 3mozo npoekma, o6¢cyxdanucek ycogepuweHcmeosaHusl.

Knroyeenie croea: KoHmposb, ynpaesneH4yeckull y4em, KOHMPOo/bHbIe MoKa3amesnu 3¢hgheKmueHOCmu, KOHMPOJ1b POsIU MOdesu.



