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ABSTRACT 

The global business environment in which a company operates requires constant involvement 

and adjustment of management in running business processes in order to maintain its 

competitive position in the market. Rapid technological advancement requires the controlling 

function to adapt quickly and responsibly, leading to great pressure on competitiveness. The 

controlling function deals with the fundamental problems of the company's business in practice 

and is therefore considered a powerful and effective management model. Therefore, this paper 

aims to investigate the organization and development of the controlling function in Croatian 

companies and prove the extreme importance of the development of the controlling function in 

order to achieve long-term competitiveness of companies. Empirical testing on a sample of 125 

companies will seek to demonstrate the extent to which the development of the controlling 

function contributes to business success and the creation of economic added value of the 

companies. 

Keywords: Controlling, development of controlling function, business success, economic added 

value 

 

1. INTRODUCTION 

The basic goals of the company's business are the realization of profitable, liquid and long-term 

sustainable business. Controlling as a business function refers to the entire business of the 

company and a large part of its business planning and analysis. Controlling in the service of 

management plans, coordinates and analyzes the achievement of goals for the long-term 

creation of added value of the companies with the coordination of all relevant factors in the 

companies. Controlling by analyzing the past and present must absolutely be focused on the 

future, ie achieving a positive business result. Therefore, this research seeks to prove the 

importance of the controlling function for creating economic value added of the companies and 

their profitability, which leads to achieving long-term competitive advantage in the market. 

 

2. THEORETICAL OVERVIEW  

It is proved that the globalization of markets and the creation of a single international economic 

space actualizes the need to create in the enterprise management system such accounting, 

financial reporting and control, which would be built on the basis of the same principles and 

rules. It is determined that in modern conditions of activity management, international standards 

are an effective tool for increasing transparency and clarity of information that reveals the 

activities of business entities, creates a reliable basis for recognizing expenses, provides an 

opportunity to objectively disclose the financial risks of the enterprise and compare the results 

of activities (Kotsupatriy et al, 2020). Taking into account that detailed analysis has a direct 

impact on the effectiveness of the company it is necessary to develop and implement a set of 

indicators that allow a practical evaluation of the maintenance function in any firm (Herrera, 

2019) and control function is one of them.  
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According to  Nurhayati et al (2021) the practice of accounting conservatism, determination of 

capital structure, and firm performance are important elements in influencing firm value, either 

directly or through moderation. Firm performance as a reflection of company's policy plays an 

important role as a variable that can moderate this influence. As shown on the example of 

internal audit function (IAF) quality done on the operational efficiency of Chinese firms (Chen 

et al, 2020) it has been shown that the quality of control is positively associated with firm 

operational efficiency. The authors show that IAF competence improves firm operational 

efficiency, but also that the relationship between IAF independence and firm operational 

efficiency is insignificant. Additionally, they find that IAF quality can only significantly 

improve firm operational efficiency in the presence of effective corporate governance at the 

firm level and strong institutions at the province level. Using path analysis, the authors find that 

an IAF can improve firm operational efficiency directly or indirectly by promoting firm internal 

control quality (Chen et al, 2020). Second research (Mirrezaei, 2020) shows that effective risk 

control is as significant as maximising the return of investment for investors; therefore, it is 

essential to examine patterns and tools of the effective risk control for investors. Research done 

on 112 companies listed in Indonesia Stock Exchange in period 2011-2015. (Arniati et al, 2019) 

indicates that the model of earnings quality monitoring is constructed from the interaction of 

many variables. Corporate governance mechanism consists of variables such as ownership 

structure (managerial ownership and institutional ownership), commissioner board structure, 

audit committee structure, internal audit function, and internal control activity. According to 

the same source, partially, commissioner board structure, internal audit function, and internal 

control activity have a significant effect on earnings quality. The efficacy of control functions 

as multidimensional phenomena of management functions and functions of accounting to 

ensure product quality and its impact on profitability have substantiated a need for the Control  

for business entities in order to improve product quality, which affects the maximisation of 

profits (Marchuk and Fabiianska, 2019). In the context of internal auditing, when there is no 

obvious correlation between auditors activities and financial performance, it is critical to 

identify areas where value is added as well as the drivers that enable this, in the evaluation of 

the effectiveness of the internal auditing function – IAF (D'Onza et al, 2015). The control should 

be implemented primarily in the interests of the organization, its owners and employees. 

Control of the organizations implementation of management solutions is a system of 

observation, inspection, evaluation and correction of the situation on the basis of the developed 

criteria indicators (Osadchy and Akhmetshin, 2015). In this case, financial control is an integral 

part of the financial management process. This is due to the very essence of finance and 

existence of a control function. The control function has to create and use a system of financial 

control over compliance with cost proportions in the process of formation and expenditure of 

funds and cash (Osadchy and Akhmetshin, 2015). 

 

3. METHODOLOGY 

3.1. Goals and hypotheses of the research 

Creating added value for businesses has been called into question by market globalization and 

increasing competitiveness. Therefore, it is extremely important to organize the controlling 

function in business systems to achieve profitability in a global environment. By conducting 

this research, the focus is on proving the extent to which controlling ensures the profitability 

and economic value added of the companies. The aim of this paper is to determine the 

importance of the controlling function as a factor in creating economic value added of the 

companies to achieve a long-term competitive position in the global market. Based on the goal 

of the research, the following hypotheses were set: 

• H1 – There is a significant statistical correlation between the organization of the controlling 

function and the creation of Economic Value Added of the company 
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• H2 – There is a significant statistical correlation between the organization of the controlling 

function and the realization of profit 

• H3 – There is a significant statistical correlation between the organization of the controlling 

function and the Return on Sale indicator 

 

3.2. Method of the research 

The following variables were defined by setting research hypotheses: 

a) Independent variable (VAR X = Controlling) obtained by the weighted arithmetic mean of 

the responses obtained by the survey. In the questionnaire for questions with offered 

answers of intensities, the Likert scale with five intensities of agreement or disagreement 

was used, where the intensities were as follows: 1 - I absolutely disagree; 2 - I do not agree; 

3 - I neither agree nor disagree; 4 - I agree; 5 - I absolutely agree. For individual questions 

from the survey questionnaire, scaled answers were offered as follows: 1 - never; 2 - rarely; 

3 - sometimes; 4 - often; 5 - very often. 

b) Dependent variables were obtained by calculation from the financial statements of Croatian 

companies as at December 12, 2020 and as follows: 

• VAR Y1 = EVA 

• VAR Y2 = Profit/S 

• VAR Y3 = ROS 

 

As the Likert scale was used in the survey questionnaire to obtain the independent variable 

VAR X, the internal consistency of the measuring instrument was first checked, and the 

obtained Alpha Cronbach's coefficient (0.789) shows the acceptable reliability of the measuring 

instrument. Proof of the set research hypotheses was carried out by a regression model to 

examine the significant statistical correlation of the organization of the controlling function 

with the creation of economic value added of the companies, profit generation and Return on 

Sale. 

 

3.3. Results of the research 

The empirical research was conducted on a sample of 125 respondents working in Croatian 

companies and observed according to the size of companies; mostly small companies (49) 

followed by medium-sized companies (41) large companies (27), and micro companies, (8) 

which is presented in Graph 1.  

 

Graph 1: Display of the size of the enterprise from the sample 

(Source: Author's own research) 

Micro
6%

Small
39%

Medium
33%

Large
22%
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Graph 2: Overview of the activities of the sample companies 

(Source: Author's own research) 

 

Graph 2 shows the structure of companies observed according to the activity to which they 

belong: service companies (57), trade companies (51), companies engaged in industrial 

activities (10) and other activities (7).  

 

Statistics 

  Controlling EVA Profit_S ROS 

N Valid 125 125 125 125 

Missing 0 0 0 0 

Mean 4,2253 ,2672 3,7349 5,5698 

Median 4,1400 ,3500 3,2200 3,7800 

Mode 5,00 ,33 ,01 1,55a 

Std. Deviation 1,36666 3,30600 3,93519 8,80727 

Variance 1,868 10,930 15,486 77,568 

Percentiles 25 3,2150 ,1600 ,1500 1,5400 

50 4,1400 ,3500 3,2200 3,7800 

75 5,2900 ,5700 4,8500 6,4050 

a. Multiple modes exist. The smallest value is shown 

Table 1: Descriptive statistics of regression model variables 

(Source: Author’s own research) 

 

From the descriptive analysis of the regression model variables shown in Table 1, it can be seen 

that there are differences that are normal given and that the dependent variables are indicators 

obtained by calculation from the financial statements of the enterprise. Before determining the 

correlation of the observed variables from the set research hypotheses, the problem of 

multicorrelation was removed. The obtained VIF values for the regression model are EVA 

1,013; Profit/S 1,012; ROS 1,003 and with a tolerance index less than 0.2 it is concluded that 

there is no problem of multicorrelation present. 

Service
46%

Trading 
41%

Industrial 
8%

Other
5%
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Model Summaryb 

Model 

Change Statistics 

Durbin-Watson R Square Change F Change df1 df2 Sig. F Change 

1 ,334a 4,310 1 123 ,040 1,942 

a. Predictors: (Constant), Controlling 

b. Dependent Variable: EVA 

Table 2: Regression model Controlling and EVA 

(Source: Author’s own research) 

 

Table 2 shows the results of statistical significance of the correlation coefficient and frequency 

regression of the controlling function (VAR X) and the creation of economic value added of 

the companies (VAR Y1). The correlation coefficient (r = 0,334; p < 0,001) shows a moderately 

strong statistical correlation between the implementation of controlling and the creation of 

economic added value of companies. The coefficient of determination shows a relatively good 

representativeness of the model, the F ratio is higher than the theoretical value because the 

samples are not from the same economic activity, based on a given level of significance 0.05 

and the number of degrees of freedom (F1, 123 = 4,310) controlling significantly contributes to 

the creation of economic value added of the companies. Durbin-Watson has a value close to 2 

which indicates that there is no auto correlation of relation errors, thus confirming the first 

research hypothesis. 

 
Model Summaryb 

Model 

Change Statistics 

Durbin-Watson R Square Change F Change df1 df2 Sig. F Change 

1 ,335a 4,409 1 123 ,038 1,699 

a. Predictors: (Constant), Controlling 

b. Dependent Variable: Profit_S 

Table 3: Regression model Controlling and Profit 

(Source: Author’s own research) 

 

From the correlation coefficient, regression model Controlling and Profit (r = 0,335; p < 0,001), 

a satisfactory level of significance shows a moderately strong statistical correlation between the 

implementation of the controlling function and the realization of profit. The coefficient of 

determination shows a relatively good representativeness of the model, the F ratio is higher than 

the theoretical value because the samples are not from the same economic activity, based on 

this given the level of significance 0.05 and the number of degrees of freedom (F1, 123 = 4,409) 

the development of the controlling function contributes significantly to profit generation. 

Durbin-Watson indicates that there are no auto correlations of relation errors and concludes that 

hypothesis H2 is confirmed. 

 
Model Summaryb 

Model 

Change Statistics 

Durbin-Watson R Square Change F Change df1 df2 Sig. F Change 

1 ,204a ,447 1 123 ,505 1,770 

a. Predictors: (Constant), Controlling 

b. Dependent Variable: ROS 

Table 4: Regression model Controlling and ROS 

(Source: Author’s own research) 
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In Table 4, from the correlation coefficient of 0,204 of the organization of the controlling 

function in the companies and the indicator Return on Sale, a relatively weak statistical 

correlation can be seen. Given the significance level of 0.05 and the previously obtained 

inflation variation factor, the F ratio is less than the theoretical value which means good 

representativeness of the sample, it is concluded that the development of the controlling 

function contributes to better realization of Return on Sale and the third hypothesis is 

confirmed. Durbin-Watson indicates errors the absence of auto correlation of relation. 

 

4. CONCLUSION   

The implementation of this research was intended to prove the importance of the controlling 

function for the creation of economic value added of companies and profits, which leads to the 

achievement of long-term competitive advantage in the market. The research was conducted on 

an empirical sample of 125 respondents from Croatian companies and statistical analysis of 

data by regression models, from the correlation coefficients confirmed the research hypotheses. 

The organization of the controlling function significantly contributes to the creation of 

economic value added of the companies (0,334) and profit making (0,335) which leads to a 

long-term competitive position in the market in a global environment. The correlation 

coefficient of the controlling and realization function Return on Sale (0,204) shows a smaller 

but significant statistical correlation. The application of controlling in business contributes to a 

number of advantages in long-term planning procedures, security through the reduction of 

business risk, and increased efficiency and effectiveness. The basic goals of the company's 

business are the realization of profitable, liquid and long-term competitive business. Therefore, 

the importance of the implementation of controlling in the business of any organization is 

unquestionable, which leads to a long-term competitive advantage in the global market.  
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