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Abstract

This paper analyzes the effectiveness and efficiency of the normatives' controlling against the
operational and strategic controlling. The general focus in studies and focus of the controlling
experts is mostly on the operational controlling. For the analysis of the normatives' controlling in
Bavarian SMEs a primary research data set is used. The survey was aimed on Bavarian SME's in
the machine building sector. We employ regression models for the assessment of significance of the
influencing factors, which are causing the negation of the normatives' controlling. We use monthly
hours worked in the normatives' controlling, percentage acceptance of the normatives' controlling,
used normatives' controlling instruments and the number of employees working in the controlling
department as the influencing factors. The empirical evidence shows significant results affecting
Bavarian SME's — Acceptance (monthly capacity of the head of controlling department) was identified
as a significant variable on a statistically significant level with the estimated coefficient of 0.217
in relation to the Hours (monthly hours of work capacity) of normatives' controlling departments,
and Instruments (number of instruments used) were proved to significantly influence the Employees
(number of employees in controlling department) with the coefficient of 2.099. With the growing
importance of the ability of an organization to publicly demonstrate its success in reaching objectives
and specifically in its societal impacts, the importance of setting normatives and their control will

project into higher demands on the work capacity of the controlling departments.
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INTRODUCTION
The term “normatives’ controlling” is often
associated with corporate culture and its

management, but this term is not limited to corporate
settings. Controlling of normatives is interpreted as
a periodical review of set normatives and can be
considered as a part of controlling. The normatives’
controlling approach is aiming on the optimal setting
of the controlling systems within an organization
(Osmanagi¢ Bedenik, 2015). The general controlling
systems comprise different subsystems like the
operational, strategic and normatives' controlling
(Sliwczyﬁski, 2011). These subsystems and their
elements support availability of information for the
managers to make optimal decisions (Tamuleviciené,

2016). The general goals of a company can only be
achieved if an operational, strategic and normatives'
controlling exits in an organization (Gleifsner et al,
2013). Normatives' controlling though influences all
processes and actions in an organization (Karreman
et al., 2013) and transfers the responsibility from the
organizational system to the individuals, making
them responsible for all actions and outcomes.
The responsibility for the individual actions and
outcomes must be independently considered from
the perspective of the related corporate social
responsibility, the social risks and the general
activities of a human being (Rasmussen, 2011).
Normatives' controlling should represent a support
of strategy implementation, being a part of a general
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controlling strategy in every organization. In order
to make the operational, strategic and normatives'
controlling work efficiently, it is important to define
the subsystems of the controlling system, terms like
object, subject, functions, process, methodology and
used instruments (Vuko et al., 2013). These defined
compositions of the subsystems depend on the
company size.

The main focus in normatives' controlling is
analyzing the gap between the desired corporate
culture and the existing one. This gap should be
held as narrow as possible, using the normative
approach (Siller, 2011). Another important field
in normatives' controlling is to help to seek and
maintain general contact with stakeholders and
third party groups (Siller, 2011). The controlling
approaches, which are developed in Germany, are
different to Anglo-American frameworks, which are
called Management control systems (Gunther, 2013).
Normatives' controlling is based on the general
principles of social life. The concepts and approaches
of normatives' controlling are only 20 years old.
Gaubinger was the first to mention the term in 2000.
He marked the general term of normatives' controlling
as an approach that implies the responsibility to
improve and analyze the corporate policy and the
corporate culture in an organization. Gaubinger
(2000) analyzed the mission statements of companies
and conducted, based on these results, a target-
performance comparison of their corporate cultures.

Nowadays, a lot of different concepts and
approaches to controlling are discussed in literature.
The diverse concept of controlling has been widely
interpreted in the German-speaking countries (Henri,
2006). The concept of controlling, according to Hirsch
(2007), is the interaction between the operational and
strategic controlling with all systems, subsystems,
and humans in an organization. Hirsch believes that
the operational controlling must be in conjunction
with strategic controlling (Hirsch, 2007). According to
the demographic changes in the world, the ongoing
green aspects like avoiding CO, emission, diesel
scandal or avoiding plastic, normatives' controlling
becomes important for all organizations. The
normatives' controlling tries to reach the required
efforts of every member in an organization by
controlling their individual experiences and feelings,
which guide their human actions (Kunda, 2006). For
an operational normatives' controlling, the members
in an organization must internalize the general
normatives the organization values. Therefore, it
is fundamental that the organizational values are
defined from the business owners in SMEs (Willmot,
1993).

The main objective of this paper is to evaluate the
usage of normatives' controlling in Bavarian SMEs
and to formulate recommendations for these SMEs
on how to proceed with their three controlling levels.
We use the literature analysis for the hypothesis
formulation, and we collect primary data via online
survey to test the hypotheses.

MATERIALS AND METHODS

According to the literature review of the
normatives' controlling, two hypotheses can be
defined. The first hypotheses is formulated in the
following way: “Higher acceptance of the normatives'
controlling is connected with higher monthly work
capacity of the normatives' controlling” and the
second hypotheses as “Number of normatives’'
controlling instruments used is connected with the
number of normatives controlling staff”. These two
hypotheses are defined to evaluate the practicing
of the normatives' controlling and to verify their
effectiveness and efficiency against the operational
and strategic controlling.

For the data evaluation of normatives' controlling
in Bavarian SMEs, a survey was conducted through
an online questionnaire. The selected companies
have 50-200 employees and maximum annual
turnover of 50 million Euro in accordance with
the EU Commission definition (Eurostat, 2019).
This online questionnaire includes questions on
qualitative and quantitative aspects of normative
controlling. 200 medium-sized companies in
Bavaria were presented the questionnaire via
email. The companies were randomly pre-selected
from the database “Bayern International” database,
an SME-database of Bavarian small and medium
sized companies available at https:/wwwbayern-
international.de/firmendatenbank/. The selected
SMEs were active in the electrical and mechanical
manufacturing industry.

The questionnaire contained 8 questions for
each separate controlling hierarchy, and questions
regarding normatives' controlling conceptions
in SMEs and instruments used in the respective
companies. To ensure that the online questions
are understandable for the participants, the
questionnaire was tested with representatives
of 5 businesses, which resulted in an adjustment
of several questions to make them more
understandable. Furthermore, information material
about normatives' controlling has been integrated
in the e-mail attachment to the online survey. The
questionnaire also includes questions about the
employees in the controlling departments.

For hypotheses testing the regression model
and the OLS method are used. The four variables
represent the influencing factors, which indicate
the nature of the normatives' controlling practices.
These influencing factors are selected from
the survey answers of the survey participants
combined with the analysis of the normatives'
controlling literature. Four factors were selected as
variables for regression analysis:

» Hours-hours which are worked on normatives'

controlling tasks in a 40-h-week month.

* Acceptance — estimated percent (0-100%) capacity
of the head of controlling department.
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* Employees — number of currently employed
people in the controlling department of the
surveyed business.

« Instruments — number of weekly used controlling
instruments estimated from the head of
controlling department.

In the last step a robustness analysis with the
quantile regression method is practiced. In this
method, median represents the focus and not the
average, therefore it can provide a good robustness
check for this data. Gretl software was employed,
significance level was set to 0.05.

RESULTS

For testing the first hypothesis there are estimated
linear regression models with dependent variable
Hours. As the independent variables we use
Acceptance, Instruments and Employees. Resulting
models are summarized in Tab. I.

Model 1-1 starts with all independent variables.
This model is of reasonable quality of the regression
with adjusted coefficient of determination of
0.938. The only significant variable is Acceptance.
After elimination of insignificant variables, we
obtain Model 1-2, where adjusted coefficient of
determination lowers only slightly to 0.929. The
estimated coefficient of Acceptance moves from 0.199
to 0.217, which points to stability of the regression
model. For testing the robustness, Model 1-3 was
estimated by quantile regression method. The
Acceptance remains significant with similar value of
the regression coefficient, which can be assessed as
sufficient robustness check.

The second hypothesis is tested via estimated
linear regression models with dependent variable
Employees. As the independent variables we use
Acceptance, Instruments and Hours. Resulting

I: Regression models with dependent variable Hours

models are summarized in Tab. II. The quality of
Model 2-1, which contains all independent variables
given by adjusted determination coefficient equal
0.900 is still high. significant. Only Instruments
variable is significant here; after elimination of
insignificant variables, we obtain Model 2-2 with
adjusted determination coefficient equal to 0.905.
Regression coefficient of Instruments moves from
1.862 to 2.099. After providing Model 2-3 based on
quantile regression method, we can confirm both
stability and robustness of the estimated models.

Even though it seems surprising, that there was
confirmed a relation of the number of employees
in a controlling department, and the number of
instruments used, no statistically significant relation
was found in the case of the hourly capacity spent
on normatives' controlling. This can, though, be
relatively simply explained through the apparent
“help” of the used instruments, which simplify the
tasks of the controlling staff.

Resulting Model 2 resp. Model 2-3 can be used
as confirmation of our hypotheses. In both cases,
direct significant dependence is revealed.

DISCUSSION

In past studies by Deloitte 2008, it could be seen
that the operational controlling dominates in SMEs
in Germany (Deloitte-Mittelstandsinstitut, 2008).
In these studies of Prof. W. Becker there was only
evaluated the use of operational controlling in SMEs
in Germany. When searching for relevant studies,
no relevant studies could be found paying attention
to an evaluation of strategic or normatives'
controlling in German SMEs. No studies in the
normatives' sector have been conducted in the past
and additionally low number of normatives-related
literature exists in general.

Model 1-1 Model 1-2 Model 1-3
Variable Coefficient p-value Coefficient p-value Coefficient p-value
Constant -0.242 0.147 -0.158 0.3549 -4.54e-13 1
Acceptance 0.199 <0.001 0.217 <0.001 0.2 0.024
Instruments 0.348 0.173 X X 7.21e-13 1
Employees -0.009 0.942 X X -1.29e-13 1
II: Regression models with dependent variable Employees
Model 2-1 Model 2-2 Model 2-3
Variable Coefficient p-value Coefficient p-value Coefficient p-value
Constant -0.264 0.243 -0.065 0.745 -4.09e-10 0.314
Acceptance 0.039 0.392 X X 1.61e-10 0.052
Hours -0.016 0.942 X X -2.52e-10 0.520
Instruments 1.862 <0.001 2.099 <0.001 2 <0.001




278

Stefan Ehrnbéck, Pavel Zufan

Acceptance and the number of used normatives'
controlling instruments in SMEs have had a large
impact on hours spent in noermatives' controlling.
On the other hand, number of employees did not
prove to be statistically significant in relation to
the ours spent on normatives' controlling — as well
as the level of acceptance did not significantly
project into the number of employees working on
the normatives' controlling related tasks. Without
the acceptance of management, normatives'
controlling will further be neglected, and only
operational controlling will be practiced (Deloitte
Mittelstandsinstitut, 2008).

The fact that there exists a little research in the
field of normative controlling made it necessary
to conduct an own study with an own developed
questionnaire. In most SMEs in the survey there
is practiced an old-fashioned controlling with
“traditional” instruments and conceptions. Another
general issue is that the concept of controlling
in Germany has been only applied for some
20-30 years. But without a state of the art controlling
with up-to-date conceptions and instruments no
controlling can work effectively nor efficiently.

The ongoing globalization, the integration of
sustainability principles in production like avoiding
water pollution or reducing of use of plastics will
force companies to practice more normative
aspects. As the general and business environment
continuously changes, also the “old-fashioned” pure
data-based controlling used 20 years ago needs to
reflect these changes and needs a more “state of
the art” approach. Thus, the normatives' approach
will be one of the most important management
approaches and tools for SMEs and generally for all
companies in the next 10 years.

Aspects like corruption as seen in the diesel
scandal or mismanagement add more urgency
to deal with the related topics, like normatives'
controlling, as well. Nowadays, the stakeholder
interests and third parties’ interests are more
important to respect than 20 or 30 years ago.
Therefore, the general controlling must integrate
more social, environmental and health-related
management instruments and aspects in their
organization.

Another important aspect is that without the
recognition of all three levels of the controlling
hierarchy, no controlling makes sense. Practicing
operational controlling only and concentrating only
on pure data with no strategic or normative aspects
will lead to the lack of sustainability and lack of
long-term orientation. On the top of each controlling
level must be the normatives' controlling. The
executive hierarchy is the operational controlling
at the bases, which supports the normatives' and
strategic controlling. All three dimensions must
be practiced with relevant efforts and attention.
Neglecting one level of controlling influences
fundamentally the other two levels.

Potential weaknesses of this presented research
could be that the sample size of 200 companies in
the survey is not completely representative for
all SME branches. But even with this limitation, it
represents a good starting point for further studies
done in a bigger scale — either towards a verification
of the findings of this research or towards its
extension with other potential viewpoints and
analyses.

CONCLUSION

The paper presents research aiming on the research gap identified in the past controlling studies
in SMEs in Germany, which an be characterized as a lack (or almost none) attention paid to the
normatives' controlling. No data about sudies on normatives' controlling could have been found.
Based on the analysis of the literature and the previous controlling-related studies, two hypotheses
related to the normatives' controlling were formulated.

Based on the results of the regression analysis, the hypothesis “Higher acceptance of the normatives'’
controlling is connected with higher monthly work capacity of the normatives’ controlling” has been
confirmed on the significance level of 0.05 (p-value of 0.024, actually). In this regard, the influence of
the number of instruments and number of employees did not show statistical significance.

The second hypothesis “Number of normatives' controlling instruments used is connected with the number
of normatives' controlling staff” has also been confirmed (even on the level of 0.001)), but no statistically
significant connection of the number of employees in controlling departments was identified in case
of the acceptance and, slightly surprisingly, also hourly capacity of the controlling staff.

Given the results of the survey of literature in combination with the research done in this paper,
the SMEs should increase the work capacity (“number”) of their general controlling staff, and
should be more open in terms of the normatives' controlling and generally the recent concepts
and approaches to controlling. Approaches building on setting and controlling normatives will be
gaining on importance with the growing interest in operations of all organizations and government
units related to not only their “internal”, but also societal impacts and interrelations.
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