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Controlling as an efficient tool for the strategicmanagement of industrial
companies

Jaroslav Gono§ Maria Muchov& and Lucia Domarack&

At present, the situation in many companies isctte by new technologies and the related growinantjty of information. Each
enterprise pursues efficient operation of their pmmate processes; controlling is very likely to cartee such efficiency when used
properly, as it facilitates timely identificatiorf errors, deviations, and drawbacks, provides theetand objective potential to eliminate
them in the form of important information.

The article is focused on controlling as an effitieool supporting the strategic enterprise managetnThe survey was carried out
with the sample of industrial enterprises consgtprimarily of mining companies operating in theo&lk Republic. The first part of
the article deals with the theoretical fundamentafighe importance of controlling as the tool eéfitly supporting the work of enterprise
managing staff in their decision-making and strademanagement. The main part of the article deaith uhe sample of industrial
enterprises selected for the studied purpose abgested to the questionnaire survey. On the basmitputs obtained from this survey, we
examine their attitude towards controlling, its ionfance and use in the inquired enterprises. In ¢bacluding part, we evaluate and
analyse the outputs from our observations in thenfof discussion and conclusions drawn from theeyr
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Introduction

The open nature of economies and markets in indalidtountries creates constantly and dynamically
changing competitive environment. Obviously, if emterprise wishes to maintain their financial dituaand
thus their position in this changing market, thegd to, and definitely, should use various new modeethods
and tools to monitor their economic performancee @hthese modern tools is controlling, which beeerif
implemented in an enterprise and used properhefficient tool for the strategic enterprise managamEach
enterprise that strives for the competitivenedsrised to elaborate a corporate management cocoejdining,
in addition to the defined objectives and the rpafential of an enterprise, also the feedback sydteat
identifies and promptly responds to weaknessesndérderprise and thus provides important infornmatizat
contribute to, and efficiently provide, solutionkménating these weaknesses. Such efficient toat hursues
the application of these steps is controlling. @a basis of facts, it can be regarded as a vergrii@pt tool in
the decision-making process.

The controlling tool represents a supporting systimilitating the achievement of an enterprise’s
objectives; it eliminates unexpected negative sitna and provides timely notification of possillenger. This
tool manages an enterprise on the basis of the plaality comparison. Each enterprise pursue<iefft
operation of their corporate processes; controingery likely to guarantee such efficiency whesed properly,
as it facilitates timely identification of errorgleviations, and drawbacks, provides the time aneéctibe
potential to eliminate them in the form of impoitanformation. As a result, an enterprise avoidsasired
situations that might occur in future due to igngrthe information provided by the controlling &g toutput
data. At present, the situation in many compangeaffected by new technologies and the related iggpw
quantity of information. These organisations grdiguéend to draw up corporate management concepts
containing, in addition to the defined objectivesl aeal opportunities of an enterprise, also tlelfi@ck system
that provides timely notification of weaknesses ethgr with important information that contribute to
the solution of a particular situation. Controlliisgthe tool that tries to apply these steps.

A mistake often happens in an enterprise’s pracif@ssociating the controlling with the contrdthaugh
it contains certain control elements, technologigsntrolling is a tool used by the top managemednaro
enterprise when collecting and processing the médion on the costs and revenues of the given mnter
Particularly the importance of this informatioreisiphasised for the purpose of strategic enterpresgagement.
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Managers use this information in the communicat®rgluation, and ultimately also in the managenoéran
enterprise, but obviously, they do not forget tplgphe strategy of a given enterprise.

Controlling is not a brand new tool; in our articlge rather point out its potential and importafhce
proper and thorough implementation thereof in thanagement practice. Many enterprises face various
problems within their organisations, and they ofteck a comprehensive view of these problems oatieg
situations that arise within the enterprise. Thattkshe input information and analysis thereof, toolling is
a tool capable of timely identification of key ptirthat cause such negative situations and enkarénely
elimination of problems that occurred, or are agsithin an enterprise.

The practice requires controlling, and Slovak conga still lack thorough management and
a comprehensive view of problems, as already meetioabove, in the internal as well as the external
environment. That is particularly why we decideddous the first part of the article on the suredyselected
industrial enterprises, on the basis of their udiis towards this tool. The first aspect of thermaart of
the article was devoted to the category based @mtimership of industrial enterprises selectedttersurvey
and its impact on the use of controlling in theitrepreneurial practice. The second aspect of thi& part of
the article was devoted to the category of a commre, as we were examining the potential relatigm
between the controlling implementation and a corgmaze, or number of employees, as we assumeheaize
of an enterprise belongs to important factors wheaking decisions on the controlling implementatanmd
proper use.

Controlling Definition

Controlling is a set of rules (also referred toaasubsystem of the management system) that faedita
the achievement of an enterprise’s objectives dimed at avoiding unexpected situations, antiicipadanger
in time, and taking measures to eliminate such eafigann, Mayer 1992).

Various tasks arise in the managerial practice. &iones they require prompt decisions and respdfse.
example, you face a task to find a fast solutiopmiblems in a company’s economy, and you are bigt @
identify a place or activity for which you pay mdtrean you should. Identification of such weaknessashelp
to determine strategic objectives and solutions tfer company’s economy. When making such decisions,
managers can make use particularly of the procalssilations and the process management in ordbave
a better view of the company and the costs of timpany’s operations. (Gallo 2014)

The role of controlling is to prepare the informatirequired for the solution of the planning, dieeis
making, implementation and control tasks. It cartvetmistaken with control or management, as its i®Inot
only to assess events “after” they happen, buhercontrary, anticipate, set the direction whichast suitable
for the achievement of a company’s objective (Biestva 2002).

Controlling as a Management Tool

As a result of dynamic changes in the economy aadigg intensity of competition, companies have to
face new challenges, including the incorporatiorthef controlling concept in the company’s managdmien
the last quarter of the century, companies in Eeragre intensively dealing with the implementatioi
controlling and the establishment of controllingrigaaces, i.e. they were adopting the controlliogaepts and
creating controlling infrastructures (&l 2007).

Controlling is often mistakenly compared to contiblis a management concept focused on the result.
This concept exceeds the functionality borders ematdinates planning, control, and information ffout is
also necessary to differentiate between the naifacontrolling as a function of a controller asareer of this
function. In fact, in terms of management, coningllis the main task of the management. Each maisage
position comprises the task of controlling. Corlingl as a process and method of thinking is forineithe team
in cooperation with a manager and a controllegpresents a conjunction of both sets (Horvath 2004

The globalisation of markets creates for small artlium businesses a new dimension of competition.
So far achieved results of enterprises show innéag conditions are to be unsatisfactory. An entsepthat
wants to prosper in the long term, the strategytbdsave short-term local success. It must detegngioals to
ensure its existence and prosperity in an intesnaticompetition. (Bednarova, Liberko, Weiss 2009)
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Fig. 1. Process management of an enterprise.
Source: Processed by the authors according to: tdek| 2011.

Controlling, Management, Controlling Levels

At present many of Slovak companies realise thahefy want to succeed in the market, they must go
through many changes. These changes would entail periods of time and businesses must be based on
the options available to them. (Bednarova, LibezR08)

The role of production is to produce a quality prodwith low costs and high labour productivity. At
present, management of corporate and productionepses is not possible without the use of inforonati
systems. They are information and management sgstamindividual levels of a company management.
(Gburova, Lelkova 2014)

The first and the fundamental controlling levelateb to accounting and its objective is to record
the achieved results. In this step, it is very ingat that the accounting, together with reportimgkes records
of the information and data that are important ttee management and thus simplifies the decisionirgak
process. With regard to the fact that the accogrirfocused on the present and the past, whileatng, on
the contrary, on the future, we can state thaas lIbecome an adequate companion of controllinghlé€2000,
Vidova 2003)

The second level is focused on the comparison aaditaring of deviations from the plan, i.e. from
a company’s objectives. Controlling registers amdlgates the observed changes and suggests impeatem
Here, its role as a navigator is manifested. (Va2a003)

The third level is focused on the company’s managgnsupport. It performs comprehensive control of
management by means of planning, evaluation andeatton information. It proves that a well-working
information system represents a necessary compofienntrolling. (Vidova 2003)
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Source: Processed by the authors according to: Ba2806.
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Material and Methodology

A collection of primary information regarding théven topic was carried out using quantitative and
qualitative methods. As for quantitative methodg, applied written inquiries by means of a questaien
addressed to more than 70 industrial enterpriséexcted in the database published on the Internet. W
concentrated mainly on mining companies which regmé the substantial part of the performed survey.
Ultimately, we evaluated 50 companies, because sompanies did not respond to our questionnairesante
guestionnaires contained errors. As for qualitathethods, we applied brainstorming that facilitatedv ideas
and later selection within the constructivenesdtiersolution of the given problem.

The article is based on fundamental scientific méth such as observation, comparison, generalisatio
analysis and synthesis. These methods of the degnitycle were used concurrently in several steps.
The observation method consisted in the systeraaticpurposeful perception of the subject and tlreiroence
of the examined topic. As the perception of exteaspects of the examined topic, comparison ofiqdar
processes, as well as a collection of factual datthe qualitative and quantitative aspects oftk@mined topic.
The obtained empirical material is logically promes while applying logical and scientific methodach as
analysis and synthesis, comparison, generalisasibsiraction. As the supporting methods, we useshisiic
methods of induction and deduction. One of the ttsiive methods of output processing was the use o
contingency tables in Microsoft Excel, which serweell for the evaluation of the required informatiand
outputs.

For the purpose hereof, we examined the impaatofcategorical variables:

a, company size (micro-company, small company, midiite-company, large company),
b, company ownership (foreign company, Slovak company)

to the asked question: “Is controlling in your canp an efficient management tool?”, which represgnt
the same variable type (3 categories).

Identification of the relationship between thesealdes was carried out using the Pearson's clarsoest
which compares, according to Markechova, Tirpak&tehlikova (2011), the differences between emgiaad
theoretical counts. For the calculation of the ébstracteristics, it uses the formula:

- {0;-E;)*
Xt = :{=1 : E L
where Qrepresents real, i.e. observed counts grdtEeoretical counts (Pacakova et al. 2009).

The Pearson's chi-square test is based on the pssarthat a random vector with multinomial distriton
can be transformed into a random parameter, whickase the null hypothesis applies, is asymptarabyi
governed by the? division (Budikova, Kralova, Maro$ 2010). The nijipothesis is thus tested — there is no
contingency between the categorical signs, areddetermined by the inequation:

= pi(r—1)= (s —1)).

X = II—E[(T - 1) * [:S - 1)}
While applying this test, we examined both requieats of its use, which would result in the integrabof

categories, if not fulfilled.
The calculations were carried using the MS Offind &tatgraphics software.

Results and Discussion

The survey was based on the solution of the kegtaure'ls controlling an efficient management tool in
your company?“. In the introductory part of the article and in ttheoretical part, we tried to point out the
importance and significance of this tool for entesgs. In this case, we concentrate on industriggrerises.
Therefore, we wanted to identify and examine thitudes of the selected enterprises towards cdimgohnd its
importance and significance on the basis of implaatéon into their entrepreneurial practice.

On the basis of this question, we offered threavan®ptions in the questionnaire, to which we expec
responses by individual industrial enterprises.afkeady mentioned above, the companies could choosef
three answer options as follows:

a. Yes, controlling is manifested as an efficient tobtrategic management.
b. Yes, the strategic relation between controlling simdtegic management is used.
c. No, controlling is only a formal part of strategimnagement.
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The output from the sample of 50 intrial enterprises responding to the given quesisopresented ii
Figure 3.

Is controlling an efficient management tool in your
company?

m Yoz, controlling is man fested as an sffizienttool of stratsgic
meanagerent

®Yes, strategic re ation between cortrolling and stratzgiz
meznagerent 1= used

Pvo, controlling is only a “ormal pat of strategic menagerent ..

Fig. 3. Responses by industrial enterprises to the predemiestio.
Source: Processed by authors.

On the basis of those abowse can work with 50 relevant questionnaires. $ample of 50 industri
enterprises responded to the given quesThe rumber of answers to the presented question witkethnswe
options is mordess evenly distributed. It is possible to statatithe selected enterprises are aware
thecontrolling tool and more than 70% of enterprisesnat regard it only as a formal part of the stat
management, but they use this tool in the strategioagement. Obviously, the survey continuatioreptis
arises here, while focusing the questions to ben#ttdd to companies eithin the field of enterprises workir
with controlling in their entrepreneurial practiaar, on the contraryin the field of enterprises that perce
controlling only as a foral part of the strategic management, in case wh teiget a deeper insight and m
comprehensive information on the attitudes towaraistrolling. However, in these ca, we would have to
prepare new questionnaires, as this was not trextlg of ou survey.

The survey was focused on industrial enterprisest there divided according to several crite
Theexamined sample consisted of companies operatingrinus industries, which is graphically represdnn
Figure 4.

Industries

m fineral mining ® |ndustrial manufactu-e

Transpeort and storage = Euilding inductry

Fig. 4. Industrial companies by industries.
Source: Processed by authors.

In our survey, theutputs of which represent the subject of thickrtiwe concentrated on the evaluatiol
questions included in this questionnaire, the dhjecf which was to provide an insighising the sample of
industrial enterprises, in the use of controllimgpd whether companies are familiar with this taoltheir
corporate processes. This was one of the threeepysurposes, to identifa number of enterprises out
the examined sample which usemntrolling as well as the information on the rafethe use thereof. In tt
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second and the third purpose of the survey, we toeassume or exclude, the factors affecting trerolling
implementation in industrial enterprises operatmthe Slovak Republic.

The second purpose of the survey was pursued olattie of the company size factor, where the ooiter
for the size is the number of employees. On théshidghe questionnaire, we examined and analylsisddctor
and subsequently obtained the outputs. We weredtyi find out whether the company size, i.e. thmber of
employees, affects the implementation and use ofralting in the strategic management. We considlere
several assumptions; we assumed that the highebewuwf employees, the higher staff potential affect
the implementation and use of controlling in a camp We assumed the existence of the relationsitiwedzen
the company size and its dynamic response to nels,tmethods, and the implementation thereof. We=we
particularly interested in the controlling as a g®ment subsystem as a tool, proper use of whiettaf
the economic performance of a company. The fundéaheantrolling element is the information.

The company size determines the creation of thernmdition system. While in small companies
the communication is simpler, faster, and more eskid, a formalised information system is requineldrge
companies. (Bestvinova 2005, Teplicka 2012)

In addition to the representation in tables, wedrto confirm or disconfirm this assumption also by
applying a statistical method.

YES1 YES 2 NO
Large s B s 15 YES1 | YES2 NO
Jggl‘pany Foreign 1 8 7 26
adee-size 9 1 5 25
company Slovak 6 7 11 24
Small
company 0 2 4 6 17 15 18 50
Micro-company 0 0 4
17 15 18 50

The Pearson’s chi-square test did not confirm #lationship between a company size, determined by
the number of employees, and the use of controiinghe company. In the case of testing the refatiip
between the answer and the company size, it wasssary, due to non-fulfilment of the test requiretegto
join the answers into two categories — large congsaand other companies, or small companies. Afteh
modification, the test again disconfirmed the iielaghip between these variables on the examinedritaupce
level ofa = 0.05.

We state that the use of controlling is not detaadiby a company size.

Tab. 1. Evaluation of responses by companies mbeu of employees.

By the number of Number of Is controlling an efficient management Number of
employees companies tool in your company? companies
Yes, controlling is manifested as an
> . 8
efficient tool of strategic management.
Large company 15 Yes, strategic relationship  between
controlling and strategic management is 2
used.
No, controlling is only a formal part of 5
strategic management.
Yes, controlling is manifested as an 9
efficient tool of strategic management.
. . Yes, strategic relationship  between
Middle-size 25 controlling and strategic management is 11
company
used.
No, controlling is only a formal part of 5
strategic management.
Small company 6 Ye's,' controlling is 'mamfested as an 0
efficient tool of strategic management.
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Yes, strategic relationship  between
controlling and strategic management is 2
used.

No, controlling is only a formal part of
strategic management.

Yes, controlling is manifested as an
efficient tool of strategic management.

Yes, strategic relationship  between
Micro-company 4 controlling and strategic management is 0
used.

No, controlling is only a formal part of
strategic management.

The third purpose of the survey was carried outevaluated on the basis of the ownership critefB.
assumed that companies with foreign ownership leatendency to respond more flexibly to new toold an
methods, efficient use of which increases a comigatympetitiveness. We also considered the fadtttiese
companies, in the majority of cases, are managefbiweigners, or are controlled by a foreign entithis
assumption was evaluated on the basis of outpots fuestionnaires, but we also tried to prove thstical
relationship, or absence thereof, between the shieand the perception and use of controllingrasficient
tool of the strategic enterprise management.

The Pearson’s chi-square test did not confirm éhationship between a company’s ownership and see u
of controlling in a company. The null hypothesissveanfirmed on the importance leveloof 0.05.

We state that the use of controlling is not detaadiby a company ownership or by a company size.

Tab. 2. Evaluation of answers by companies by cshipe

. Number of Is controlling an efficient management Number of
By ownership . : .
companies tool in your company? companies
Yes, controlling is manifested as an 1
efficient tool of strategic management.
Yes, strategic relationship  between
Foreign 26 controlling and strategic management is 8
used.
No, controlling is only a formal part of 7
strategic management.
Yes, controlling is manifested as an
= . 6
efficient tool of strategic management.
Yes, strategic relationship  between
Slovak 24 controlling and strategic management is 7
used.
No, controlling is only a formal part of 1
strategic management.
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Conclusion

In conclusion, we can state that controlling repnés an important and significant tool for the ntoming
of economic performance of enterprises and propgiementation and use thereof is the preconditmm f
maintaining or increasing a company’s competitiwsneln our survey, on the basis of our examinecpsa of
50 selected industrial enterprises operating inSlwak Republic, it is evident that there are canips that
perceive controlling only as a formal part of magmgnt and they do not regard it as adequately itapbr
Certain assumptions, relationships, that we wsfiagrto focus on have not been fulfilled; howeviedoes not
reduce the significance of the fact that many camgsmado not work with this tool and do not usenittheir
corporate processes. The performed survey proviedith the insight in the controlling as a subsgstof
the enterprise management as well as the view anithis perceived and used in the selected examsa@dple
of companies, and, subsequently, confirmed on shimiple the statistical independence of the deteunin
criteria, such as the importance of a company atzerding to the number of employees, and the itapoe of
a company ownership when focusing on controllingntlling is a tool, or a system of tools, whichalso
innovated and developed, and such innovation angtlolgment contribute to better use by a company’s
management. In our survey, we tried to providéea\of this tool in the selected industrial entées not only
in terms of the rate of the use and implementatiwreof in the strategic management, but also rimgeof
implementation thereof in relation to the compaigesdetermined by the number of employees in these
companies, and the ownership of a company, wherexaenined how the controlling is applied in comgani
with foreign or domestic ownership.
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