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NEW CONSIDERATIONS OF CONTROLLING - INSCURANCE OF RATONALITY AND HOLDERS OF TASKS IN INTEGRAL CONTROLLING
NOVA PROMIŠLJANJA CONTROLLINGA – OSIGURANJE RACIONALNOSTI I NOSITELJI ZADATAKA U INTEGRALNOM CONTROLLINGU

Abstract
The aim of this study was to show and understand the new controlling, in terms of ensuring the rational backbone of leadership, which opens so. new era controller. New Controlling focuses at ensuring sufficient competence to design tasks which support rational management As the goal of this research, is the need for demystification of the profile of a new generation of controller and their role in the management of corporations and companies. The purpose of the research is to contribute to the introduction of the company’s controlling concept, which is essential for the operationalisation of an integrated system of decision-making for value-oriented corporate management. Thereby it is necessary to position the role of controller, as well as respond to the questions that are crucial for the development of controlling thoughts. Basic questions open and deepen the research and on them should be answered, such as: What, or who, as controller competition arises in the domain of rationality insurance? How to meet the increasing needs for additional provision of rationality? How to establish the controlling concept of the whole function of company? What is the role of "Target Costing" associated with benchmarking? How to rational set up to capital market? How to ensure continuity and future development? This research will answer the basic questions in order to contribute to the development of the controlling in companies, and thus significantly raise the level of management performance.
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Sažetak
Cilj ovoga rada je bio prikazati i razumjeti novi controlling, u smislu okosnice osiguranja racionalnog vodstva, koji otvara tzv. novu eru controllera. Novi controlling je usmjeren na osiguranje dovoljnih kompetencija za oblikovanje zadataka koji podržavaju racionalno vodstvo. Kao cilj ovog istraživanja, postavlja se demistifikacija profila nove generacije controllera i njihove uloge u menadžmentu korporacija i tvrtki. Svrha istraživanja je doprinijeti uvođenju controllinške koncepcije tvrtke, koja je neophodna za operacionalizaciju integralnog sustava odlučivanja vrijednosno orijentiranog upravljanja tvrtkom. Pritom se mora pozicionirati uloga controllera, kao i odgovoriti na brojna pitanja koja se u razvoju controllinške misli postavljaju. Krucijalna pitanja otvaraju i produbljuju ovo istraživanje i na njih treba odgovoriti, kao na primjer: Što, ili tko, se javlja kao konkurencija controlleru, u domeni osiguranja racionalnosti? Kako zadovoljiti naraslu potrebu za osiguranjem dodatne racionalnosti? Kako ustrojiti controllinški koncept funkcioniranja tvrtke u cjelini? Koja je uloga „Target Costinga“ povezanog sa Benchmarkingom? Kako se racionalno postaviti prema tržištu kapitala? Kako osigurati budućnost i kontinuitet razvoja? Ovim istraživanjem odgovorit će se na osnovna pitanja, kako bi se doprinijelo razvoju controllinga u tvrtkama, a time i bitno podiglo nivo uspješnosti menadžmenta.
Ključne riječi: novi controlling, Target Costing
 1. INTRODUCTION

In the field of management and development of entrepreneurship major changes have undergone. In one part, the development that occurred in the field of development of managerial thought, but also of stock holder thoughts, are the results of strong market orientation. On the other side global world crisis set the new standards of company value and performance of its management.

The value of the company is closely associated with successful management ie rational managers’ decision making. Thereby the rationalization of decision-making level is estimated and evaluated, and the level of rational sufficiency is limited by the budget (in) rationality. The domain of managerial rationality is in value orientation, where the requirements for cognitive abilities have outgrown the objective possibilities of managers. In this way the door was opened for controller, which takes considerable part as management support. Requirements, which are set in front of manager and controller, in the value-oriented management of the company, show “bottlenecks” in the information system that permeates and connects all levels of decision making and operation of the company. Grown requirements that are coming from a competitive market, have grown the cognitive abilities of classical controller and set a request for production of next-generation controller.

2. THE ROLE OF CONTROLLER AND THE HOLDER OF TASKS IN ENSURING THE DECISION RATIONALITY 

The rationality of decisions is affected by all directly or indirectly interested subjects. In doing so, they themselves, their decisions or interests should rationalize. Thus, the environment in which the company is has a task to rationalize its decisions. If we take in the same time manager and controller, as a broader integrated top management, then the rationality of their decision depends on the rationality of five groups of tasks holders. 
These are:
- External potential carriers of the task of ensuring rationality,
- Internal potential carriers of the task of ensuring rationality,
- External-internal potential carriers of the task of ensuring rationality,
- Middle and low-level management, as a potential carrier of the task of ensuring rationality,
- The market through a "push-pull" action becomes a potential carrier of tasks to ensure rationality.

Picture 1. Potential carriers of the task of ensuring the rationality
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Source: made by the authors

The external potential carriers of the task of ensuring rationality are particularly important for large corporations that can not satisfy their decision needs basis from internal capacity. Their services are used occasionally by smaller companies. Their advantage is the experience gained in solving problems in other companies. The performance in the global market of large and small companies requires specialist knowledge of many fields, particularly information. In this sense, external consultants and external analysts contribute to satisfying the "adequacy" of information as the basis for management decisions making. Certainly, the first user of such information is controller, which processes the information, combines with his knowledge and than shapes the quality information for managers who due to that rationalize their decisions. The role of external analysts is also important in estimation of the rationality in relation: the risk free interest rate and shareholder expectations for return on equity. In practice is more and more present belief that this function and this issue is beyond the competence of the Supervisory Board. External accountant’s at large corporations provide specialist services in many cases, such as tax consulting, budgeting, cash flow management, etc. It is not uncommon that the entire accounting, especially in small companies, is wholly entrusted to external accounting services. External audits also significantly contribute to the rationality of managers decisions, especially in the legality of business, but also predicting future management performance and business.

Internal potential carriers of the task of ensuring rationality represent all decision makers and business performance carriers. The advantage of internal consultants, in front of external, is the knowledge about the firm and its specific problems ie the adequacy of the solutions can better estimate. Lack of internal consultant is hierarchical and not the market dependency, thereby their impact on the rationality of managers’ decisions is limited. Internal consultants are company human resources, whose cognitive abilities, for the company as a whole, and each carrier must controller know. Knowing the cognitive abilities of individuals is the foundation for setting the controlling concept of the company, ie its successful harmonized action. Only on the foundations of knowledge about the cognitive abilities of management and employees, it is possible to estimate the uncovered needs, and on that basis decide to hire outside experts or employ the necessary experts. The role of internal audit is spread out from the traditional areas of control of legality and regularity of operations, and enters the domain of consulting controls.


External-internal potential carriers of the task of ensuring rationality through its powers, duties and interests, significantly affect the rationality of the decisions of top managers. Supervisory Board, as a direct representative of the owner, forms, controls and supports the achievement of strategic goals of the company. The Supervisory Board does not participate in the daily operations and decision making, but controls operations and managers’ decisions guided by dynamics to achieve business objectives. The owners, shareholders or stakeholders influence the rationality of management decisions mainly indirectly, through the Supervisory Board, but also directly to the Assembly. Their goals controller must convert to operational tasks, which will provide sufficient conditions for the manager rational leadership.


Middle and low-level management as a potential carriers of tasks, ensure rationality directly by participating in the process of the business, which has a dual role in the domain of rationality. On the one hand, their decisions, which are transferred to lower levels of decision making and operations, must be sufficiently rational. On the other hand in relation to top management, they are support and confirmation of (non) rational decisions of top management. So, as carriers of the task of ensuring rationality, they are the subjects of the level of impact, but they are also carriers of practical relevance and competence. For example, in the role of the subject’s level of impact, they can be the presenters of any investment project or plan, but as carriers of practical relevance appear in the role of operators in bidding for obtaining resources in the process of budgeting. They should provide the necessary controllers support. The presence of controller supports ¨the necessary "commitment." On this occasion, it is necessary, through competence, to ensure freedom from hierarchical power, and build a “culture of fighting”, ensuring rational decisions.


The market, through a "push-pull" effect, becomes a potential carrier of the task of ensuring rationality, and for controller is one of the central tasks and polygon for processing. Identify, predict and plan the push factors, which come from the market, represent a company's competitive advantage, which provides the controller, and conducts manager. The market operates thru the pull factors, which represent a danger, and controller analyzes them and proposes to manager options whether to avoid or to be prepared for their overcoming. In this way it is contributed to the company's competitive advantages and ensured rationality. It is an additional step of establishing Benchmarking, where a role model represents a "rabbit" that company has to catch. This is an extra motivation, but also operational and analytical factor, which belongs to the domain of controllers’ competence. All other entities that constitute the industry of some companies are carriers of ensuring rationality. 

There is another important factor of market rationality, knowledge! Market is where knowledge encounters and the faces, and where their applicability and the quality are evaluated. The market, as an institution and place of confrontation of knowledge, produces three functions manifestation of knowledge: (1) supplement, (2) challenge, and (3) interference (Weber, J., 1999.). An example of supplement the knowledge on the market is Target Costing, which helps to early implement the preferences of customers in the development of a product, and to conduct bi-budgeting. An example of knowledge in the function of the challenges we can find in the application of Benchmarking, which compares the external solutions, namely solutions of "roll model" with the solutions of the company. In this way new teaching and learning of new knowledge’s are implemented. As a link function to supplement and challenge, or, as a linking instrument, it is used the "equity carve out" (Weber, J., 1999.) Equity carve out is an instrument that companies use to set aside part of their own capital for the knowledge in the market, systematically getting knowledge that is needed for the company. In that way the company itself can easily assess the sufficiency of the level of knowledge with which it possesses. This helps maintain a sufficient level of rationality of the company. The third function of market knowledge, interference or restriction, we can find in the official reports of prominent analyst or analytical houses. Such reports are accepted measure of the company’s value, and even entire economies, and are part of the capital markets, which form the Goodwill of the company or the economy. Depending on the stage of using these reports, their negative impact can be anticipated, and through change can be favourably reacted to disturbances.

If we focus the research on strategic business goal, which is the main managers strategic task, planning process and control execution of the plan are fundamental processes that are crucial for successful management. That result with entities, which are support to top managers and also carriers of ensuring rationality, namely the controller and internal auditor. They both represent the support to top managers and his right and left hand in shaping the rational management decisions.

Controllers are focused on making the objective plan, as a path to business target, as well as to control of it execution. In controlling oriented company, controller elaborates the plan, determining its content, form and presentation, and turns it into a system of planning that goes to the lowest level of management and operations. Planning, which is a market-oriented, must accept two directed budgeting which analyzes the fundamental feasibility of introducing a product to market, or to give it up at the very beginning. Budgeting, in addition to "bottom up" planning, is responsibility of the controller. His main task is also planning and dispersion of main target, and thus the transfer of plan to lower, decentralized units and its executors.

As the right hand of management and controller, there is an internal auditor, which controls parts of the plan and its implementation, particularly in the area of respecting the laws, standards, rules and regulations of the company. The aim of internal auditor checking is to determine the timeliness of conducting rules and laws, and in domain of control, are also controlled processes and executors.

Given that the implementation of plans takes place through the implementation of goals and policies that support the path to business target, internal auditor and controller cooperate extensively, and their tasks are intertwined. The interweaving of their work, in practice, should not lead to overlapping functions, although it sometimes happens. Overlapping the functions of controller and auditor comes in a case where, one of the two carriers of the rationality expends the original area of operations.

For example, it may be the case when the internal auditor focuses on control of the effects and results of operations or a business segment, and the results of his research is used in order to advise manager. The same can happen with the controller, which indicates that their cooperation is necessary.

3. PROVIDING RATIONALITY OF INSURANCE HOLDERS

In terms of today's businesses and management needs, controlling, or controller, is to be in obvious crisis. There are two main reasons for the controllers crisis:
- There is no controlling in the enterprises or is very minor and not qualitatively represented. This is expressed in the case of firms in transition economies. Controlling is not set up as an integrated system of decision making, and its controller cognitive abilities do not meet the management requirements that are set before them. This is the case in developed economies such as Germany's economy, which is the cradle of controlling.


If we neglect the first case, the minor introduction and role of controlling in firms in transition economies, it remains to explore and seek answers about the role of controlling in the developed economies. Whatever the reason, the conclusion is that controlling as function of ensuring the rationality of decision making in companies, is used insufficient or inadequate. Growing competitive market relationships are almost reduced to competition between the company controllers, through managers. The position of controller comes into question, and message that market broadcast, is the need for the next generation of controllers. For the controller this means a request for a new way of thinking that even more needs to be facing the market. What type of changes it includes is best to show with examples of two situations, (1) the role of controller in relation to the Shareholder Value and (2) the role of controller at rationalizing and valorisation the risk.
3.1. Shareholder Value and positioning controllers roll

Adoption of Shareholder Value as a basic orientation and measure of company’s management performance, has introduced a major change in economic thinking and the adoption of measures of management performance. The development of economic thought in the direction of Shareholder Value, which is induced by the global crisis and company’s market orientation, first manifested itself in Germany. In the narrow market perspective, Shareholder Value focuses on the effects of capital markets. There are several definitions of successful leadership of the company, but the initial definition of the "value is created only when the earnings overcome the no risk interest rate." This definition introduces the concept of value in the domain of capital markets. This basic definition can be expanded with other definitions of successful leadership, as "value creating company is successful when it earns above the industry average" or "business value is created successfully when you earn above the results of competition". Very high and demanding definition to management can be "value of the company is created successfully when you earn above the set up model."


The definition of success on the global market management performance is assessed through the increase in share value, therefore, the growth of Shareholder Value. This concept of success and generating profit is foreign to the classic validation concept, as well as the classical view of the future of the company. The view on the future development introduces a new view, such as long-term sustainable development and bio-cybernetic concept of development. Such views are introducing changes to the budgeting model, which is the classical process of budget that the costs of invested capital are calculated as the accrued interest. The classical calculation of the cost of capital, in the case of introducing "the future" in the budget, is conducted heuristically unfounded. 

Assessment of market changes on the capital market was completely unfounded and foreign in classical budgeting, as well as determining the value of the company. Therefore, the dispositive planning was below the acceptable level of scientific and practical way of planning. New perspectives brought, in that sense, the crucial change in the way that particular initiate the controllers’ role. The changes manifested in two main groups of the holders of rationality, (1) economic analysts and (2) controllers. Economic analysts, who develop the thought and the concept of Shareholder Value, keep the importance in the dimension of know-how, and as such are important for the fundamental valuation of companies. Controllers, who have their place and importance in the operational, strategic, and especially the disposition planning, give dimension of the "future", without which the company estimates would be unrealistic. In practice, this has two main dimensions, that displayes the concept of Shareholder Value in two dimensions, or the concept of viewing:
- If the Shareholeder Value procedure follows the concept of Economic Value Added, then develops a close relationship with external accounting and reporting,- If Shareholeder Value is determined by Discount Cash Flow method, then segments of all plans, based on the company's profit center organization, have a decisive influence.


Precisely, this second concept gradually prevails and becomes one of the conditions of multidimensional oriented management and controlling of market-oriented company.
Positioning, the role and importance that controlling and controller have to contribution to the maintenance of the sufficiency of management rationality, depends on the role of the all holders of rationality. Shaping the role of all holders of rationality, and their integration in practice, depends even the dominance of value oriented leadership of the company. In the process of integrating the role of the holders of rationality, the role of controller is irreplaceable, and his role and effectiveness is based on close cooperation with economic analysts, accountants and insurance carriers of all rationality.

Picture 2: Basic characteristics of the potential holders of rationality in the value-oriented company
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Source: Adapted according to: Weber, „Neue Perspektiven des Controlling“, http://cosmic.rrz.uni hamburg.de/webcat/hwwa/edok01/whu/FP77.pdf , 1999., p. 22.

Integrated use of all holders of the rationality knowledge, where the controller has a key role and responsibility for quality management support, is factor in maximizing output that goes to the controller. In this way, management of human resources becomes an area of controller’s interest.The question is how to contribute to more rational management decisions and to reduce the capital risk.

3.2. Controller and the valuation of risk

That the management would not enter the concept of decision making "I'm a good manager if I do not enter the risks I have to answer" it is required the cooperation of all holders of rationality, especially the economic experts and analysts and the controller. Economic experts and analysts contribute to adaptation of products to new market demands and changes in the industry, and reporting on it. Controllers must distribute the risk evenly to the holders. Controlling the degree of risk and acceptance of risk, it is worthwhile evaluating.

An interesting example is the calculation of risk in a fictional case. Let's say that Nokia has concluded that the market requires a new generation of mobile phone which allow users to communicate trough the video communication system. Work project was set in a way that the device must be manufactured in two years. It consists of several parts, for which successful implementation and manufacturing have achieved agreements with subcontractors including:
- Sony will produce a screen in two years, with a guarantee of success of 95%,
- Microsoft will produce the hardware in two years, with a guarantee of success of 95%,
- Housing will produce a local Finnish subcontractor in two years, with a guarantee of success 99%,
- Nokia will all put together with a guarantee of success of 99%.

The question is, how much risk of the success Nokia faces in the case of preparations for the introduction of new products? The risk of overall success (RUS) is not an average individual risk, but their multiplication.
RUS = 0,95 x 0,95 x 0,99 x 0,99 = 0,8845 or 88,45%

Assuming that management will accept the initial risk, controller comes to calculating that the mass production of X million cell phones needs a budget of € 400 per phone. In case of failure, two years of production and the development have failed, as well as development opportunities of maybe some other products. Controller goes on with calculation, but he needs information about the development plans of Eriksson, Motorola and other competitors, because: not to enter into the risk is loss of market and development opportunities ie the the loss of profits and competitiveness. The answer to the question, where is the limit of the sufficiency of acceptance of risk, is on the controller, whose information’s are crucial for managers. It assumes the use of integrated knowledge, not only of the holders of rationality in the company, but also outside of it.

5. CONCLUSION 

On the growing demands addressed to top management, controlling is corresponding with new requirements put onto controllers. New controlling is promoting the next generation of controllers.
To understand the new controlling, in terms of insuring the base for achieving rational guidance, opens a new era of controlling and of management that is focused on ensuring adequate competence of managers and the controllers on designing tasks that support the rational management.


Regardless of the limited cognitive abilities of top managers, reducing the importance of ensuring rationality is completely unacceptable. It is unacceptable and failed, to seek an explanation of how and why they can not provide a sufficient level of rationality of leadership, but it is needed to find instruments, organization and processes that sustain the sufficiency of rationality. Company or its management, is an issue that occurs in inability of procuring rationality in leadership and decision making. The company is the main link of any economy, not management. Therefore, the dose of scepticism arises because all these growing demands are focused on managers and are relating primarily to the controller. He is seeking support from other holders of rationality, of which the first one is auditor. It is clear that the more ensuring rational leadership sufficiency becomes complex, the greater is the range of tasks that needs to be done. This area gets a new “field” manager - controller.

Art of the controller is to organize and synchronize the work of all the holders of rationality in this polygon of tasks in a manner of ensuring the use of cognitive abilities of all the holders of tasks. In this way integral controlling is obtained, which is implemented in the whole process of management and is in head of all managers and employees. In these controllers, extend their field outside the company, engaging external economic analysts, experts and other.

While the developed economies face the problem of introducing integral controlling and development of next generation of controllers, the transition economies are struggling with controlling without introducing specially trained controllers.. 
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External potential carriers of the task of ensuring rationality:�- External consultants�- External audit,�- External accountants,�- Financial analysts,�- And other experts.








The market as a potential carrier of the task of ensuring rationality:�- Competition,�- Role models,�- Consumers and demand�- Other�(acting through the push-pull system)








Other managers as potential carriers of the task of ensuring rationality:�- Middle level management,�l- Low-level management.
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The internal potential carriers of the task of ensuring rationality:�- Internal consultants,�- Companies financiers,�- Internal Audit,�- Accountants,�- Development Sector,�- Technical experts�- And other experts.
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+ high knowledge of the overall enterprise�+ present in all parts of the company's management��- so far too little experience with the Shareholder value concepts�- Often a strong operational focus








+ methodical knowledge know-how�+ experience in the planning��- distance to the daily operations�- knowledge limited on planning








+ high knowledge of the methods of Know-how�+ extensive knowledge about the data from the capital market��- in many companies is still deficit in the development�- knowledge is concentrated on the financial data, no extensive knowledge on planning








+ high knowledge of the methods of Know-how�+ broad practical knowledge�+ knowledge about the data from the capital market��-expensiveness�- for implementing is worse than the internal people











� Ivana Plazibat, PhD, Senior Lecturer, University of Split, University Department for Professional Studies, Split





PAGE  
1

