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PROCESS ORIENTATION IN THE MODERN CONTROLLING

Abstract:

The controlling is a combination of the target-oriented control activity, the used methods and other
soft factors as well. The controlling is constantly changing because it always must meet the current
challenges. Each company receives and generates a lot of data, Big Data and Data Mining help in
predictive, secure and user-friendly analysis. One of the most important trend is the Industry 4.0
and the compliance to the Digital Business Models through intelligent networks and Cyber-Physical
Systems. The controller is responsible for identifying and evaluating the business changes and
requirements; so he will support the management in the implementation of it. We are reviewing the
importance of the Industry 4.0 and how have to develop the process orientation of controlling at the
modern Digital Business Models. In the paper, we will illustrate how can be achieved it by taking into
account the Industry 4.0 strategy and how digitalisation can help.

Keywords:

Controlling, Industry 4.0, Process orientation, Digital Business Model

JEL Classification: L21, M10, 030

https://www.iises.net/proceedings/iises-international-academic-conference-prague/front-page 101


https://doi.org/10.20472/IAC.2019.047.026

17 June 2019, IISES International Academic Conference, Prague ISBN 978-80-87927-60-1, IISES

1 Introduction

In a rapidly changing economic environment, large companies need to respond more
quickly to the changing market conditions and the new challenges. Leaders need to
make quick and well-grounded decisions that are unthinkable without a well-functioning
reporting system. The task of controlling is to provide the management so analysis and
advices what used they can make decisions keep the economic aspects in mind
maximally (Kovacs, 2017).

All this requires adequate information. Of course, companies to make decisions during
their operations use information. Any additional and relevant information reduces
uncertainty and risk. Attention should be paid to the optimum amount of information,
because too much information can cause uncertainty (Koloszar, 2013).

It is well known that competition is nowadays not just about companies or products, but
also about processes. The question is who can perform the process more cheaply and
efficiently. “In the consumer society, the processes are the way to corporate results and
thus to success.” (Bodnar-Vida (edit), 2008, p. 7)

2 Process Management and networking

The business strategy is mediated by process management to operational level. All the
time the aim is to satisfy the needs of our customers as efficiently and effectively as
possible. A company that can develop standard and efficient processes can gain a
significant competitive advantage, this is fact.

The process is a controlled chain of activities for a wanted output. The given process
must meet the expected cost, time and quality goals. Process management is process
transformation and process control at the same time. If significant changes are required
in operation, the first step is to complete and transform the required process. This is a
radical intervention that takes into account the new strategic aims. Process control
involves measuring process performance, defining process-related goals, and
feedback. Transparency of processes is important for both, so we can analyse them
carefully (Bodnar, Vida (edit), 2008).

The need for rapid implementation of organizational change and the quick and good
market adaptation puts the development of networks at the forefront. Networks are
groups of organizations and companies, which businesses are communicating with
each other, exchanging ideas, information and resources. One of the essential
characteristics of networks is the compound relationship and communication. Another
feature is the size of the market. If the market is big (international), then we are not this
is the essence of strategic cooperation. This can start with a conference, stronger
communication, and then lobbying the companies together, making a research together,
sharing resources, etc. The essence is the strategic cooperation. Cost and risk sharing
can be outdated, collective knowledge developed, and a network can provide services
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that are more complex. It can make faster and more intense improvements with real
collaborations.

Overall, synergy effects will develop, the market role, strength and revenue of the
network will be more attractive. What to do? In the case of networks, the exact goals,
responsibilities and authorities must be clarified. The key processes should be
described and illustrated, and a description of the processes should be given. Thus, the
elements of operation can be optimized. The arrangement and communication system
must be both flexible and consistent.

This concept can be approached from several sides. Control points need to be insert
into the processes, where the process is still controllable and we have the opportunity
to intervene. There are also differences in the testing process. The difference is not
necessarily a mistake, it can be positive difference (something finished before deadline,
more product is given) too.

However, it must be known that the deviation will have any consequences. The
advantage of the process approach is that it does not seek human errors in the case of
problems, but incorrect processes. The goal is to make process control and process
development part of the daily operational routine, ie to insert it into the current
management system (Szdka, 2009).

It is also a feature of today's controlling, ie that it really works or needs to work in real
time. Internal control also plays an important role. A good internal control system directly
influences the quality, reliability and competitiveness of the organization (effective and
efficient operation, reliability of internal and external financial reporting, compliance with
relevant laws, regulations, and internal policies) (Kovacs, 2016).

According to Koloszar, the management tools used in the SME sector are insufficient
and this has a negative impact on competitiveness. There are efficiency reserves,
organizational innovation opportunities that can improve this (process management,
lean, value analysis (Koloszar, 2018).

3 About Industry 4.0

Industry 4.0 has set new standards in production, smart factories and digitized
production are appeared. Its goal is to develop intelligent and networked production that
enables more efficient production using Cyber Physical Systems.
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What does it mean? Physical-real production is links to the digital world, including smart
factory, smart product / maintenance / storage, etc. Smart robots are appeared,
communication released between software and machines. This is based on the
emergence of digitalization, Big Data, Artificial Intelligence and digital services during
the production processes.

In the value chain, the production and management tools themselves coordinate and
organize their operations. With the spread of automation, ratio of human work is falling
back in production. In addition, robotization is also spreading in the field of services.

During the Fourth Industrial Revolution, many manpower are released, besides this
fewer but more qualified jobs are born. Automation in Europe and the United States
threatens the 50-60% of jobs, while in less developed regions these numbers may be
even higher. Obviously, professions that cannot be simplified, require individual thinking
and social skills are safe (Varga, Cseh, 2019; World Bank, 2016).

Features of Industry 4.0: horizontal and vertical integration through the value chain, end-
to-end integration of manufacturing, and networked manufacturing systems. It is
important that the process and its control be only realized in real time (Szoka, 2018).

These systems consist of physical, intelligent and networked elements that together
form the 'Things of Internet'. Things on the Internet (IoT) can collect, sort, and
synchronize data in real-time, using intelligent networks. This is done through so-called
Cyber Physical Systems (CPS). It integrates computing and physical processes, uses
computers and networks to communicate and control. This CPS structure consists of
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two main components: 1) advanced level connectivity that ensures real-time data traffic
between physical production and cyber space; and 2) intelligent data analysis, which
means cyber space. (Lee, 2015.).

4 Digital strategy and robotic report

What is a digital strategy? “A business strategy, inspired by the capabilities of powerful,
readily accessible technologies (like SMACIT), and intent on delivering unique,
integrated business capabilities in ways that are responsive to constantly changing
market conditions.” (Sebastian, Mocker, Ross, Beath, Fonstad, 2017, p. 198)

Today's business model is radically different than it used to be. People take service, not
a product, eg. not the car, just the mobility, or | don't want to download the music, just
listen. Behind such new types of consumer needs are new types of companies that are
networked and contracted. There is a challenge here too; the model of margin or profit
calculation is also new, eg. does not sell the machine, but invoices (sell) the machine
time.

The management model also changes, immediate and accurate reports are needed,
and the focus is on planning forecast deviations instead of plan-fact comparisons. Real-
time reporting is required, process automatisation and routine process robotization are
needed. Robotic Process Automation (in the following RPA) means the implementation
of standardisable processes with software robots. Whether it is a repetitive report or a
single analysis, the data must be collected, validated, processed from all the company's
departments and transferred to the appropriate report.

The bigger the company, the more heterogeneous the business model and the system,
the more complex and costly the process. RPA mimics human behaviour, performs
manual activities faster and more efficiently, but needs clear decision rules. It is
promising where many manual connection points are and the decision can be made
without human intervention. Data should be available (currently expect) and the process
is highly standardized. RPA is patrticularly preferred in the field of planning and
production. Here, it is necessary to do repetitive tasks according to regulations and thus
provide the basis for effective management support (new approach: controller as a
business partner).

A typical area is the report compilation: data generation, validation, analysis and
reporting, preparation the forecast. Creating and distributing reports using
heterogeneous data sources has a great potential for RPA. The use of RPA is not limited
to data processing, it can also be used for communication with people and descriptive
interpretations (eg. read an e-mail or form, open an attachment, paste data from a
attachment into a destination application, verify that a form has been filled in completely,
send a reply message, etc.). By using it, you can always achieve a high level of quality
and service, thanks to continuous availability and observance to the specified rules. A
very important advantage is that by thoroughly examining and standardizing processes
in an RPA project, the structures that have developed in the past are usually redesigned
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and the processes themselves become slimmer. There are few repetitive tasks in
strategic planning; many subprocesses work with assumptions, in which case RPA is
inappropriate (Isensee, Ostrowicz, Reuschenbach, 2018).

5 Digital business model and modern Process Management

The process management approach was originally a highly structured, a technical one,
often with the aim of automatically implementing the processes. In the past 30 years,
process management has developed a lot, see e.g. lean. Digitization brings huge
changes.

The focus of the new model is that the manufacturing process and the machines are
able to recognize the events and, on that basis, change their operation. (For example,
in the case of a decreasing inventory, the machine will order material; or give a signal
to the mechanic in case of failure, and prints the necessary fixture with a 3D printer.)

In such a process, many data is generated, the goal is to draw conclusions after the
analysis of the data and generate valuable information. Intelligent manufacturing
systems and processes are intertwined in these smart factories, so communication is
the key to their operation. An important change is decentralization, ie making production
flexible and the continuous improvement and development.

However, increasing the efficiency has a ‘price’, there is a need for clear and highly
detailed methods, otherwise the applications and robots cannot perform the processes.
Process models need to be technically structured to ensure integration. Measuring
success is not a problem, as data are available.

Let us look at the key steps and features. Process Management will be an operational
necessity, not an opportunity. Digital processes only work if processes are clearly
defined. For this, detailed process models should be developed. It is not possible to
discuss a process in the digital world just ’about’. The end-to-end approach is appeared,
the fulfilment of customer needs (for example, an order) must be followed throughout
the company, automatic fulfilment must be ensured. So we are not thinking about
functions anymore (was it a production or logistics task?). Process measurements
become standard, as all the necessary data are available. This also means that the
result of a step can be measured immediately (eg the effect of reducing lead-time on
profit). There is no risk and no change management, because robots and computers do
exactly the instructions and do not have to convince them of the correctness of the
change (Bergsmann, Brenner 2018).

Conclusions

Industry 4.0 represents a high degree of product and process variability. Process
modelling, development, and reorganization are areas of today that have grown in
importance in the context of Industry 4.0. Digital techniques can effectively support this,
but be aware of the conditions and limitations of these techniques.
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Many new, powerful, "digitization" techniques have released in recent years, just
thinking on social media, mobile data entry and reporting, or Big Data. All of these are
important for process management and controlling. In this paper, we reviewed the
development opportunities of process management from the point of view of digitization,
but the possibilities are still open. It has to be accepted that this process is endless,
never ending, we must strive for the best.

A good process management can only be done if we are aware of its elements. They
should be discussed at the beginning of the development, that is, when we planning
and managing the processes. If a company has restructured its business processes and
the new processes are efficient, after a certain period of time it is expected that the
business environment and the customer needs will change, and maybe even
management too.
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