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The technique of evaluating the efficiency
of controlling adjusted for confectionary enterprises

Abstract. The present situation of uncertainty and instability requires that an enterprise should increase efficiency and competence
of management, which might be achieved by means of controlling. The authors consider various approaches to the definition of
«controlling» as a management control system that can provide an integrated evaluation of the achievement of the goals set
before the enterprise. The approach based on a rating (integral) score most fully reflects the condition of the enterprise and
its accomplishment of short-term, medium-term and long-term goals. The author-developed technique is based on a Balanced
Scorecard and was implemented and tested in December 2015 at a large Russian confectionary «KONTI-RUS», CJSC, whose
accounting (financial) and management statements of 2014 served as a basis for the analysis and evaluation. The aforementioned
confectionary is a part of «<KONTI» international corporation that unites three confectionaries in Ukraine and one in Russia. The
undertaken analysis of the controlling integral factors showed, firstly, that the confectionary has no Controlling Department, with
the controlling functions being distributed among the existing subdivisions of the enterprise, and, secondly, controlling integral
factors need improving. The improvement of controlling integral factors resulted in the increased efficiency of management, which
is reflected in the findings of the research. Thus, the implementation of controlling increases the efficiency and competence of
management. The technique helps evaluate the efficiency of controlling adjusted for the specific enterprise activity.
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BeccoHoBa O. A.

LOKTOP EKOHOMIYHMX HayK, npodecop, MNiBaeHHO-3axigHnn aep>xaBHuiA yHiBepeuteT, Kypebk, Pociicbka degepadin
OomxokoBaT. B.

acnipaHT, MNiBaeHHo-3axiaHui gepxaBHui yHiBepcuTeT, Kypebk, Pociicbka ®epepadia

MeToauka ouiHKu e(heKTMBHOCTiI KOHTPONiHry 3 ypaxyBaHHAM crieuudiku AiANbHOCTI KOHAUTEPCbKUX NiANPUEMCTB
AHoTauifA: Y cTaTTi po3rnAHYTI Pi3Hi NiAX0AM A0 NOHATTA «KOHTPOMIH» i METOANKN OLHKM €(DEKTUBHOCTI 1Or0 3aCTOCYBaHHH.
HasegeHa pospobrneHa aBTopamu MeTOAMKA OUIHKM edeKTUBHOCTI BUKOPUCTAHHA KOHTPOMIHrY, WO 6a3yeTbcA Ha
36anaHcoBaHili cUCTeMi NMOKa3HMKIB 3 BMKOPUCTAHHAM PENTUHIOBOI (iHTerpanbHoi) ouiHkn. MeToamka BpaxoBye cneumndiky
AIANBHOCTI KOHAUTEPCLKUX MiANpMeMCTB. AnpobaLiA 3anponoHOBaHOI METOAUKMN NPOBEeAEHa Ha NPUKNaLi BENMMKOro POCicbKoro
nianpuemMcTBa KOHANTEPCHKOI ranysi.

Knio4yoBi cnoBa: KOHTPONIHI; KOHANTEPCbKa NPOMUCIIOBICTb; e(DEKTUBHICTb KOHTPONIHTY; 36anaHcoBaHa cucTema nokasHukis
(3Cn.

BbeccoHoBa E. A.

OOKTOP 9KOHOMUYECKUX HayK, npodeccop, IOro-3anaaHebin rocyaapcTBeHHbIn yHUBepcuTeT, Kypck, Poccua

OomxokoBaT. B.

acnupaHnT, lOro-3anagHbiin rocynapcTBeHHbIV yHUBepeuTeT, Kypcek, Poceua

MeToauka oueHKMn 3(pheKTUBHOCTU KOHTPOJSIJIUHIA yHETOM crneuuprukn AeATEeNIbHOCTM KOHAUTEPCKUX NpeanpuATUA
AHHOTauuA: B cTtaTbe paccMOTpeHbl pasnunyHble Noaxodbl K TPaKTOBKE MOHATUA «KOHTPOMIUHI» U METOAMKE OLEHKMU
ahheKTUBHOCTM ero npumeHeHua. MNpueeaeHa paspaboTaHHaA aBTOpPaMn MeToAMKA OLEHKN 3EKTMBHOCTH UCMOSIb30BaHUA
KOHTPONMWHra, OCHOBaHHaA Ha cbanaHCUpOBaHHOW CMCTEMe nokasaTtesiell C UCMob30BaHMEM PEeMTUHIOBON (MHTerpanbHown)
oueHkn. MeToamka yunTbiBaeT cneumdmKy AeATeNIbHOCTU KOHAUTEPCKMX NpeanpuATUi. Anpobauuns Npeasio)KeHHOW MeETOANKN
npoBefeHa Ha nNpuMepe KpyrnHOro POCCUMCKOro NPeAnpUATUA KOHAUTEPCKON oTpacsnu.

KnioyeBble cnoBa: KOHTPOMSIMHI; KOHAUTEPCKAA MPOMbIWAEHHOCTb; 3a(PEKTUBHOCTb KOHTPONAMHra; cbanaHcupoBaHHaA
cucTema nokasatenen (CCIHM).

1. Introduction. The present situation of environmental
uncertainty and instability requires that an enterprise should
increase efficiency and competence of management, which
might be achieved by means of controlling. However, the exis-
ting techniques of evaluating the efficiency of the latter are not
adjusted for specific enterprises.

2. Problem Statement. Nowadays, there is a diversity of
definitions given by scholars to the term of controlling. Although
originally controlling dealt with accounting, it currently includes
planning, accounting and management accounting, analysis
and control.

Due to the long history of the concept development and a
great variety of conceptions that appeared as a result of multi-
plicity of its interpretation, when constructing the management
control system (MCS), management professionals select the
one that suits best the goals set before the enterprise. The ac-
tivities of enterprises, including confectionaries, determine the
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choice of the applicable conception and affect the evaluation
of controlling efficiency.

The proposed technique helps assess, first, the goal attain-
ment connected with the results of the enterprise activities and,
second, the controlling efficiency.

3. Brief Literature Review. Many scholars pay special at-
tention to the study of the role controlling plays in the mana-
gement theory and practice. Among them are such prominent
foreign researchers as Deyhle A. Steigmater (1991), R. Mann
(1992), A. Mayer (1990), D. Hahn (1997), J. Weber (1991),
P. Horvarth (1993) etc. [1-5] and the Russian ones: E. A. Anan-
kina (2001), S. V. Danilotchkin (2001), N. G. Danilotchki-
na (2001), S. G. Falko (2014), M. A. Vakhroushina (2014),
A. M. Karminsky (2006), S. Ya. Yusoupova (2008) etc. Some of
them belong to the Russian Controllers’ Association.

At present the nature of controlling is being explored by
N. N. Yaksanova (2013), V. V. Berdnikov (2013), M. A. Ostashkin
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(2013), N. S. Netcheukhina (2012), L. P. Korolyova (2007),

A. N. Zotov (2013), N. S. Shevtchenko (2014), A. A. lvanov

(2014) and other scholars [7-13] who are searching for tech-

niques to evaluate its efficiency.

The purpose of this research is to substantiate the neces-
sity to employ controlling at confectionaries, as well as to ela-
borate, and test and try the technique of evaluating its efficiency.

4. Results. The historic development of the controlling
theory gave rise to a variety of definitions of «controlling» re-
lated to management accounting, management information
system, control functions, management control system and
coordination in decision-making [14]. In some cases, con-
trolling is equated to control. The term «controlling» is widely
used in the theory and practice of corporate management. In
contemporary manufacturing businesses, including confec-
tionaries, controlling is oriented towards « ... the goals, the
future and the bottlenecks ... » [15].

On studying various approaches to the definitions of the
controlling goals, it is possible to point out two most signifi-
cant ones: achieving the enterprise goals and providing the
high quality of decision-preparing and decision-making pro-
cesses.

It is worth mentioning that the aforementioned goals are
urgent issues of today’s confectionary industry. According to
the conducted research, the confectionary branch is a highly
competitive business with sophisticated consumers. Very few
manufacturers are on the frontline of the confectionary market,
which is characterized with a keen competition, and concentra-
tion of production as well as dependence on the imports of raw
materials necessary for manufacturing confectionary goods
(hereinafter CG).

The necessity to implement controlling at confectionaries
may be explained with the following:
® The economic conditions related to CG and the raw mate-

rials used for their production demand that all the changes
in the internal and external environment should be constant-
ly tracked and responded to by providing the administration
with the exhaustive processed information.

¢ A short production cycle and a comparatively short shelf life
of the raw materials and finished foods call for prompt coor-
dination of the enterprise management system.

e The intense competition demands that the CG quality
should be improved and the product-line policy of the enter-
prise should be promptly changed.

e The unstable economic environment requires the increase
of the salability of the company’s produce.

Following S. G. Falko (2014) [16], we think that con-
trolling used at confectionaries makes it possible to:
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efficiently controlling is implemented and performed. The first
one implies evaluation based on financial figures, whereas the
second one presupposes using both financial and non-finan-
cial assessment criteria [13].

The implementation of controlling takes the form of an in-
vestment project, as it is an expensive process requiring a lot
of long-term financial contribution. We propose to calculate its
efficiency on the following indicators: the payback period, the
discounted payback period, the average rate of return, net pre-
sent value, the profitability index, the internal rate of return, the
modified internal rate of return [13]. The aforementioned figures
without discounting may be used to determine the efficiency of
controlling, along with the financial and non-financial indicators
integrated into a scoring system [11].

It should be noted that not only do scoring systems help as-
sess the efficiency of controlling but they also turn out to be a
controlling tool, which provides the managerial staff of all levels
with information and analytical support necessary to fulfill day-
to-day and strategic tasks.

We believe that the most universal scoring system is a Ba-
lanced Scorecard (hereinafter BSC) [19; 20]. As the efficiency
criterion, BSC chooses a control system of four integral factors
including a financial integral factor (finance), a customer inte-
gral factor (related parties), a business-process integral factor,
a development and professional training integral factor, with
each of them containing a certain set of indicators. Comparing
their standard and actual values, «one may both estimate the
performance of day-to-day and strategic tasks in these bran-
ches and assess how efficiently the whole enterprise has rea-
lized its strategic plan» [12].

We have worked out a technique of evaluating the efficiency
of controlling implemented at confectionaries, which is based
on the BSC and the calculation of a rating (integral) score. The
indicators reflected in the four integral factors of the modified
BSC are presented in Table 1.

The integral factor «Finance» presents such financial indi-
cators as return on costs and sales of the CG, as they seem
to be the most relevant for the management of an enterprise.
The return on costs shows the profit share per one ruble of the
operating expenses, while the return on sales reveals the profit
share per one ruble of the proceeds of the sale [21]. The growth
of returns is a positive trend. However, what also matters is the
cause of the growth, particularly, whether the latter was not pro-
voked by an unreasonable change in the CG cost value. The
integral factor «Related Parties» contains goals regarding the

Tab. 1: Indicators of Implemented Controlling Efficiency

. Sub;tantiate pricing and improve the calculation BSC Integral
quality; Factors Indicators
e Perfect the calculation of the inputs; Finance return on costs of the in-house CG (by name);
¢ Improve the budgeting system; return clm safles Ic])f thehpurcrrm]ased CG (by name);
PR . cost value of selling the in-house CG;
e Use the indicators to measure the effectiveness of Cost value of selling the purchased CG;
the company; proceeds from selling the in-house CG;
e Develop the management information system; proceeds from selling the purchased CG;
¢ Improve the business processes. accounts receivable for CG;
Grounded on the aforementioned ideas is the as- expenses of selling the in-house CG;
. . . . expenses of selling the purchased CG;
sumption that controlling implemented into the mana- accounts payable to the suppliers and contractors;
gement system of confectionaries is an urgent near- managerial expenses for the in-house CG;
term managerial challenge. In our opinion, controlling managerial expenses for the purchased CG; )
must reveal the potential for intensive growth in order to managerial expenses / general manufacturing expenses ratio.
. Related the company’s reputation;
'mpro‘(e the pen‘ormgnqe results of the company. . Parties the level of confidence towards the company;
It is worth mentioning that most modern enterpri- the amount of target customers;
ses have no controlling. However, they perform its the amount of reliable suppliers; ) ) )
separate functions. The latter may be [17; 18]: the renewal of the produce assortr_nent dur_lng the given perlod; .
« distributed among specialists of different depart- the purp_osefulnes_s_and quallt_y ofmforma_t{on and :_analytlcal support;
h 9 _p . p the quality of decision-preparing and decision-making processes.
ments, without creating a controlling one; Internal the CG production volume (of sugary, chocolate and farinaceous products);
e entrusted to one of the departments of the compa- Processes raw materials and CG in the storehouses;
ny (the accounts department, the planning depart- accomplishing the plan of raw material and CG procurement;
X . deviations of the actual expense item figures from the scheduled ones.
ment or the finance department); 5 P -
. evelopment |the powers and responsibilities of the staff;
e entrusted to the Comro"mg department created and the degree of satisfaction with the work the staff members are doing;
particularly to perform the controlling functions. Professional |the quality of the personnel work;
The problem of evaluating the efficiency of con- Training the employees: possibilities for self-realization;
trolling is extremely complicated and controversial. the employees’ professional development.

We point out two major approaches to assess how

Source: Authors’ elaboration based at Balanced Scorecard system
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company’s performance, and their achievement ensures the
accomplishment of those in the integral factor «Finance». Its
main function is to assess the work of the controlling depart-
ment. The integral factor «Internal Processes» reflects goals re-
lated to the business-processes of the enterprise.

To assess the efficiency of controlling according to the indi-
cators presented in the BSC, we propose to calculate the rating
(integral) score by the following formula [22; 23; 24]:

R=

M:

Pix]; (1)

i

1

where R is the rating score of the confectionary perfor-
mance; P; is the value of the i (indicator of the rating score);
Jis the weight of the i (indicator of the rating score).

To conduct the rating assessment, the table should be
filled in with figures reflecting the aforementioned scheduled
and actual indicators and then, the deviations will be calcula-
ted. It is our opinion that the following rule should be observed
to assess the received deviations of the cost indicators. If the
scheduled indicator differs from the actual one by more than
5% (in the case of costs - less than 5%) (or its absolute value
differs from the scheduled one by less than 5%), the indicator
will equate to the relation of the actual figure to the scheduled
one (or that of the scheduled figure to the actual one - in the
case of costs). Otherwise, the indicator will equate to zero. If
the scheduled relative value of the indicator deviates from the
scheduled one by more than 5%, the indicator will equate to
zero. Otherwise, it will equate to one. The qualitative indicators
will be rated from one to five by Delphi approach.

Then, every indicator will be assigned a certain «weight».
The more important the indicator is, the higher the weight is.
In every set of indicators (an integral factor of the BSC), the
weight will be 10.

The weight of the indicators multiplied by the correspon-
ding values will give their rating scores with consideration for
their weight. The sum of all the rating scores will give the final
efficiency rate of controlling. For the calculation of the optimal
efficiency of controlling, the rate of the quantitative indicators
will equate to one, and that of the qualitative indicators - to five.

It should be noted that the higher the rating is, the better
and the more efficiently the company performs its economic
activity and the better controlling supports the major manage-
rial functions and the decision-making processes.

In December 2015, the proposed technique was imple-
mented and tested on the example of the Russian confectio-
nary «<KONTI-RUS», CJSC, whose accounting (financial) and
management statements of 2014 served as a basis for the
analysis and evaluation. The aforementioned confectionary is
a part of «KONTI» international corporation that unites three
confectionaries in Ukraine and one in Russia. Their major line
of business is manufacturing confectionary goods and marke-
ting. The confectionary realizes export-import transactions in

Reference

the countries of the Commonwealth of Independent States, the
Baltic States and Mongolia.

In this company, the controlling functions are performed
by representatives of different departments. We analyzed
and assessed them on the basis of the survey conducted
among the mid- and top-level managers of the confectionary
«KONTI-RUS», CJSC. The results of the analysis are pre-
sented in Figure 1.

Planning
0o 14

“._Management accounting and
d analysis

Coordination :fff 5

Decision-making<_ _“Information support

Control
Fig. 1: Assessment of Controlling Functions in «KONTI-RUS»,

CJsC
Source: Authors’ own research

Figure 1 shows that management accounting and analysis,
decision-making and control were worth 8 points and 7 points
correspondingly; planning and information support were worth
6 points each and coordination was worth 5 points (out of 10).
The results of the survey show that the controlling functions
need improvement. Thus, in our opinion, it is necessary to set
up a controlling department in «<KONTI-RUS», CJSC.

To evaluate the efficiency of controlling implemented in
«KONTI-RUS», CJSC, we employed the technique developed
for this purpose. According to the calculations, the efficiency of
controlling amounted to 72.19 before the set-up of the Control-
ling Department and to 92.73 after the changes had been in-
troduced to the company structure, with the optimal efficiency
being 115.2. This figure points to the effective performance of the
company as the rating of the achieved results is close to 115.2.

5. Conclusions. The implementation of controlling at con-
fectionaries helps reveal working balances and improve the re-
sults of their activity, due to the increased efficiency and com-
petence of management. To evaluate the efficiency of imple-
mented controlling, one needs to employ a balanced system
of indicators that takes into consideration the quantitative and
cost criteria, the qualitative indicators and the specific activity
of the enterprise.

The proposed evaluating technique based on the BSC
was tested on the example of the confectionary. The research
showed that the controlling functions currently distributed
among the existing subdivisions of the enterprise are not per-
formed fully and effectively. Thus, it is proposed that a spe-
cial subdivision should be set up in the company structure -
the Controlling Department. Its implementation, in accordance
with the developed evaluating technique, led to a significant im-
provement in the results of the company’s activity.
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